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WEDNESDAY, MARCH i1, 1953 


Houses or REPRESENTATIVES, 
Commirrre ON ForerGn Arrarrs, 
SUBCOMMITTEE ON THE Far East AnD THE Paciric, 
Washington, D. C. 

The subcommittee met, pursuant to call, in executive session, Foreign 
Affairs Committee Room, United States Capitol, at 10:50 a. m., Hon. 
Walter H. Judd (chairman of the subcommittee) presiding. 

Mr. Jupp. The subcommittee will come to order. 

I was hoping that all the members of the Subcommittee on the Far 
East and the Pacific could be here before we started. 

Mrs. Church and Mr. Lanham are members. For some reason they 
are not yet here, but I think we should go ahead without them. 

General Olmsted, it is nice to have you back with us. As I said to the 
members of the committee, in the notice inviting them to this session, 
we wanted to have you come before us and give us your observations, 
impressions, criticisms, or recommendations that would be helpful to 
us when we have to get down a little later to reviewing the Mutual 
Security Act. You are able to give us your impressions on the basis 
of your knowing our committee and what we were trying to do when 
we passed the legislation. 

You were with us almost every day during our deliberations last 
year and because of your recent trip through the Far East, and inas- 
much as you have returned to civilian life and will not be here when 
we have the bill, we have to take advantage of you while you are here. 

For the benefit of the new members of the committee, I wonder if 
you would mind giving us a little of your own background so that 
they will know you as the rest of us do. 

Then go ahead and make any preliminary statement following which 
we will ask you questions, if you do not mind. 


STATEMENT OF MAJ. GEN. GEORGE H. OLMSTED, FORMER DIREC- 
TOR, OFFICE OF MILITARY ASSISTANCE, DEPARTMENT OF 
DEFENSE 


General Otmsrep. Mr. Chairman and ladies and gentlemen, I am 
happy for the opportunity to come and chat with you about this 
problem. 

I was educated as a professional soldier and resigned from the 
Army after a couple of years of active duty. I entered business in 
Iowa, my home State, was recalled to active duty as a Reserve officer 
in 1942, and served 41% years largely in the lend-lease type, or the 
international supply type of operation, both here in Washington and, 
for the last 18 months, in China. 

1 
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I was returned to inactive status in 1946 and called back in 1950 
again to work with the Mutual Defense Assistance Program. 

[ might say that is one of the penalties you pay for getting a specialty 
in the service, particularly a specialty that is as new and complex as 
the mutual security concept. 

I have just returned from a trip to the Far East. 

Mr. Chairman, perhaps the most useful thing I could do would be to 
summarize country by country, the impressions, the facts, and perhaps 
2 or 3 suggested conclusions. 

What I am talking about, of course, is a program which you people 
have largely written. You look to the Mutual Security Agency and 
the Defense Department to administer it. 

I think it is fair to state as a conclusion preliminary to my remarks 
that in the Far East you see the program beginning to pay off. We 
see the beginning there of the working out of the concept of the Mutual 
Security Program. 

I went first to Japan. The Japanese situation in a nutshell is about 
like this: We are not supplying under MDAP appropriations equip- 
ment to the Japanese. Up to now the equipment that has been made 
available to the Japanese National Police has been funded in the ap- 
propriations to the Army. Our only MDAP interest in Japan at this 
time is in the training category where we are now finalizing the ar- 
rangements to bring Japanese military students here to take the courses 
in our various service schools. 

For your information the Japanese have an American training 
group there. They call it the Security Advisory Group. 

Discussion off the record.) 

zeneral Otmstep. The discussions and negotiations leading up to 
the bilateral agreement which is required for eligibility under the 
Mutual Defense Assistance Prograra are progressing. That, of course, 
is a State Department responsibility. As soon as that bilateral is 
executed, then our advisory group will become a MAAG and the im- 
»lementation of the program from that time on will become a normal 
MDAP operation comparable to that which we lve in the other 
countries around the world. 

The Japanese have a rather substantial unused in ustrial capacity. 

We have been procuring there several hundred milnon dollars worth 
of military equipment for the use of our United States forces in Korea 
and the ROK’s as well. 

We have also, just this year, initiated negotiations for offshore pro- 
curement of military end items using MDAP funds. Our 1953 pro- 
gram is envisaged at something in the neighborhood of 40 to 50 mil- 
lion dollars. Our people there advise us that the Japanese have a 
capacity unused to make spare parts and ammunition in which we are 
particularly interested which might run as much as 200 or 300 million 
dollars. If we can get our offshore procurement up to about that level, 
we will establish a balance for the Japanese, a balance of payment, 
imports and exports, that would probably eliminate the necessity of 
thinking about economic aid in that area. 

In other words, it would provide the necessary dollar balances to 
make their economy viable. Now this is an impression only. 

The Japanese are very much interested in strengthening of their 
economy. By comparison they are more interested in that than get- 
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ting on with their rearmament program. We are telling them, at least 
from the military side, that our resources, of course, are not unlimited, 
that our desire, all things being comparable, like price and quality and 
time of delivery, that our destre would be to place these offshore pro- 
curement contracts with the people who are doing the most for them- 
selves, and we are hopeful that perhaps that type of persuasion will 
be influential in the thinking of the Japanese to get them on faster 
with their own rearmament. 

There is no thinking on our part of a Japanese military force be- 
yond the needs for their own internal security. There has been a little 
bit of interest and activity on the Air and Navy side, but by com- 
parison it is quite modest to the interests and progress that has been 
made on the Army side. 

Now that, in a relatively few words, is a summary of my observa- 
tions about the situation as it now is in Japan. If you would like to 
stop for questions, fine. If not, I will go on and discuss the situation. 

Mr. Jupp. What would the committee prefer ? 

My suggestion is that we let him cover the waterfront. Otherwise 
we will get so bogged down in Japan that we will not get to the other 
areas. 

Why do you not go ahead, General, and we will make notes of things 
to come back to? 

General Otmstep. In Korea the MDAP interest there is limited to 
the training as it is in Japan. 

The supply of the equipment to the United Nations forces and the 
Republic of Korea forces comes from the moneys appropriated di- 
rectly to our military services and not the Mutual Security appropria- 
tion. 

We are doing a perfectly remarkable job in the training of these 
South Koreans. Eighteen months ago there was no responsible view- 
point in the Pentagon that you could make good soldiers out of these 
people and today there are twice as many ROK divisions in the line 
as there are American divisions. In addition to that they have an 
excellent training establishment where their return students from the 
United States, with the help of our advisers, have established little 
counterparts of our Fort Sill, our Fort Benning, our Fort Knox, our 
Fort Monmouth, and the great bulk of the training now is carried on 
by their own people, our American personnel simply being there as 
advisers and to offer guidance. 

In the ROK divisions and in the ROK units we still have, and at 
their request, an American adviser down to the battalion level. But 
our whole training job there is being carried on with something in the 
neighborhood of 2,300 American officers and men. 

Now, General Van Fleet told me there, and I think he has said since, 
he does have in smaller units now and in his training center, sufficient 
personnel, progressing through their basic and advanced training so 
that if he is given instruction to do so, or if his successor, General 
Taylor is, that they can substantially increase the number of ROK 
units and in a very short period of time. 

There is another thing being employed in Korea which I think is 
worthy of their consideration not only there, but everywhere Ameri- 
can forces are deployed around the world and that is what they call 
the KATOUSA plan, the Korean augmentation to the United States 
Army. 
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(Discussion off the record.) 

General O_msrep. Koreans are integrated right in alongside of the 
American soldiers at the squad level, ~and they are doing very well. 
They get some benefits by serving in the American Army and, in addi- 
tion to that, they are very proud to have the privilege of wearing 
an American Army patch. 

Mr. Jupp. Is that above the number of Korean divisions ? 

General O_mstep. Yes, sir; that is in addition. 

I visited every one of our unit commanders who told me that they 
could absorb a greater percent of their unit strength in KATOUSA’s 
without adversely affecting the fighting quality of their units. 

Now this is the reason why I say th: it is important. In that concept 
lies the possibility of having the framework of American leadership 
augmented with the strength of personnel from our partner coun- 
tries, but avoiding the charge that we were employing mercenary 
soldiers. They become a part of our own fighting units. 

I think the concept is one susceptible of wider application. 

(Discussion off the record.) 

General O_mstep. We, of course, are continuing our program of 
bringing selected Korean students to the United States. Almost 
without exception they are standing very high in their classes in our 
various schools. They are a very earnest lot. 

I think this: We must accept the fact that the economy of the Re- 
public of Korea cannot continue to carry this military burden without 
having to have some support, dollarwise, from the United States. 

The figure now would seem to be somewhere in the neighborhood 
of $200 million. 

On the other hand, a Korean soldier costs them about $190 per 
year for pay and subsistence, whereas a United States GI costs us a 
little over $3,000 a year. The Koreans are paying that $190. There 
is a wide spread in the difference of cost. There is also a wide spread 
in the cost of the initial equipment of a Korean unit. 

(Discussion off the record.) 

Mr. Proury. Do the KATOUSA’s serve under the same conditions 

American troops except for pay ¢ 

General Oumstep. Yes, the pay, and in the event a SyetAen 
becomes a casualty, he ultimately winds up in the Korean medica 
chain of command rather than ours, although the first aid and cleari a 
station level is standard American service. 

After he is passed back to the base hospital, if he has to be, he 
goes to the Korean base hospital rather than to our own. 

In Formosa, | was very much heartened with the progress that 
the Nationalists are making. I had served with them during the last 
war, I have seen them come from a very ineffective military organi- 
zation through the process of training five divisions in India and 
then having them spearhead the operation in Burma in 1944. They 
were under the command then of Gen. Sun Li-Rond, who is the overall 
commander now. <A very good general. 

From the standards of their equipment, the manner in which they 
maintain it, the physical condition of their troops, they are quite an 
inspiring lot. 

General Chase says he can advance them in terms of combat readi- 
ness just about as fast as our program or our directive permits. 

(Discussion off the record.) 
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General Oxtmstep. Their (the Korean) training is largely being 
conducted by their own people, people who have been through our 
training schools here, under the MDAP, and have now gone back 
and are conducting the training in turn for their fellow countrymen. 

One very pleasing thing is that the Chinese are making excellent 
progress in bringing the native Taiwanese into their military units, 
as you know. The population of Formosa was about 6 million before 
these people came from the mainland. There were about 2 million 
of them who came over. In the beginning there was some resistance 
on the part of the native Taiwanese to this influx and there was some 
question about whether the government would be a good government. 

These problems seem to be well resolved. The government is a good 
government. Formosa, which was a food deficiency area under the 
Japs, has now beome a food surplus area in spite of its 2 million 
people. They are now raising sugar, rice, pineapples, and other things 
for export which exceed their own requirements. 

Part of that has been furnished through our MSA Program, the 
fertilizer and development of farming techniques. Part of this has 
been accomplished simply by the industry and the spirit of the Chinese 
farmer. Anyway, if our program was expanded to permit it, the 
native Taiwanese that they are bringing in each year could be sub- 
stantially augmented. Certainly I would recommend that we con- 
sider that. 

The Taiwanese are on a 2-year compulsory service basis. Of course, 
the mainlanders are in for the duration. There is no terminal date 
as far as their service is concerned. 

Another very hopeful thing in that area is the attitude of the over- 
seas Chinese. 

Throughout southeast Asia live about 10 million overseas Chinese. 
They constitute in many important spots a very large percentage of 
the total population. Almost a fourth of the entire population of 
Thailand is Chinese, half of the population of Singapore, and half the 
population of Saigon. Several hundred thousand are in Manila, over 
2 million in Hong Kong. These people have been through a cycle 
where 8 or 4 years ago they were rather receptive to the Communist 
government on the mainland. Both from the information they get, 
from the relatives back on the mainland, and from the things that they 
observe, they have now come to the conclusion that the hope for 
solving our total problem in Asia is to take the mainland of China 
away from communism, and that that must be spearheaded by the Chi- 
nese themselves. Otherwise, the defection from communism on the 
mainland would not be at the maximum possible level. And so, fol- 
lowing a convention that they had in Taipeh in October, they have now 
done some talking among themselves. I had the opportunity of talk- 
ing with their leaders in Manila, Saigon, and Bangkok. They would 
like to find a way in which they could put up money and men to sup- 
port the Nationalist cause. 

Taking a quote from Ben Franklin, if you want a fellow to be for 
you, you do not offer to do something for him, you let him do some- 
thing for you. 

The sure way to tie these overseas Chinese to the cause of Nationalist 
China and the free world is to make it possible for them to do these 
things that they are now trying to do. 
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Take the case of the Philippines, for example—they are willing to 
out up quite a lot of money there. They are rich. They are paying 

half of the total taxes of the Philippine Government. They would 
like to help, but the exchange limitation makes it impossible for them 
to get the money out of the Philippines : and into Formosa. 

One of the things I have recommended in discussions since my re- 
turn is that we try to make that mechanism available to them, which 
we can do without cost to ourselves, whereby for example they could 
give us the pesos and we could use the pesos in our Philippine program, 
thereby saving us that many dollars, and freeing those dollars to per- 
mit us to augment our program on Formosa. 

It would be a simple device and one that would be within our capa- 
bility and without cost to us. 

I think if we stimulate and assist this overseas Chinese effort—I 
have quite a lot of information and documents on it—they agreed in 
their convention on Formosa to raise a total of $100 million (U nited 
States), to contribute to the support of this effort. In the opinion of 
their leaders, that is not an unduly optimistic figure, but it is going to 

take some doing. It is going to ‘take perhaps some mechanical help 
from us to help them accomplish it. It may take a little organ- 
ization stimulus, too. 

It is one of the many problems out there—and I am going to keep 
coming back to this—that makes you conclude that you must deal with 
that area on an area basis rather than on a country-by-country basis. 

I have the feeling that our economic program in Taipeh was making 
a lot of sense, and also that there is now in being there some industrial 

capability. I visited four arsenals in the vicinity of Taipeh. They 
are only working at about 50 percent capacity. We are now in the 
process of placing some offshore procurement ammunition orders in 
those arsenals for ammunition that we need. It will tend to further 
stabilize and improve the Nationalist economy, and at the same time 
will get us ammunition that we want closer to the place of end use. 

There are further opportunities for developing the offshore procure- 
ment business on the island and we are in the process of developing it. 

Indochina is a much more complex problem because there the French 
and French colonial forces have the command responsibility. The 
Vietnamese have the desire to develop their strength and increase their 
contribution to the common effort, but it is not moving as fast as we 
would like to see it move. 

(Discussion off the record.) 

General Otmsrep. They have sent a team of French and Vietna- 
mese officers to Korea to take a look at the training methods up there. 
Maybe that will tend to increase their conviction and their enthusiasm 
that this thing can be done. 

I did have the opportunity to have quite a long visit with Bao-Dai. 

(Discussion off the record.) 

General Otmsrep. He is a very intelligent fellow and is quite alert 
to this problem. 

The situation in the north in the Tonkin Delta has made no real 
progress in the past year. The situation in south Vietnam seems to 
be improving. ‘There is no real problem in the state of Laos, and the 
modest problem that exists with the rebels in Cambodia is pretty well 
contained, so we are told. 
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The solution obviously is to get on with the buildup of the native 
forces. We have no right to question that that can be ere 
because in Korea it is being accomplished with people who had no 
more of a military tradition and, just as much of a tradition of being 
in a colonial or supportist status, as the people of Vietnam. ‘The 
Philippines and Thailand each have a battalion in Korea. aut 

One is attached to our 45th Division and the other to our 2d Division. 
Both commanders said they would just as soon have the Philippine 
and the Thailand battalions as those of our own because they are 
good, 

Mr. Vorys. Are they special picked battalions, do you know ? 

General Otmsrep. They are volunteers. I talked with both the 
governmental and the military people in both of these countries about 
the possibility of augmenting their effort. This was at General Van 
Fleet’s suggestion. He said that battalion-sized units are not as effec 
tive and are more difficult to handle than the larger size units. I got 
the indication from both the Filipinos and the Thais that if we could 
help them solve the fiscal aspect of the problem, they would have 
no trouble of augmenting the size of their units in Korea from bat 
talion to regimental strength. 

In other words, tripling the size. I would certainly recommend we 
look to the necessary augmentation of those programs in order to get 
that done. 

I cannot think of anything that would be more helpful to the 
United States and the world as it is today than to have two small Asian 
nations voluntarily step up their contribution to the Korean effort. 

Now, sort of summarizing this—and I do not want to unduly im- 
pose on your time, from the military standpoint the problem in Asia 
is one problem and the several little shooting wars are just parts of 
that one problem. 

From an economic standpoint, in the area you have potentially a 
balanced economy. In Japan you have a surplus capacity to produce 
and a deficiency in food and raw materials. In the remainder of 
the Asian territory, you have a deficiency in the capacity to produce, 
but an exportable surplus in food and raw materials. 

If we would view the area as an area, rather than a number of 
isolated and independent countries, we have potentially there a bal- 
anced economy that could well nigh be self-sufficient. There has been 
some stirring and some talk, as you know, on the political side about 
integration of the area. Nothing could be more fatal to our standing 
in the area than to popularize the expression of ‘Asians fight Asians.” 

These people, for an understandable reason, do not like that concept 
and that really is not the problem. It is the free world and com- 
munism that is the issue, not Asians or Europeans or North Americans. 

To confront these people with a “white man’s” club that they might 
become junior members of would not advance our cause there. If 
there is to be any type of Pacific pact, certainly a full membership and 
perhaps the leadership and the development of it had best come from 
the Asian nations themselves with us as a participant, rather than the 
dominant factor. 

Finally, and this is something that I think we all should think very 
seriously about, there are in that area a number of very populous coun- 
tries who not only are indecisive in where they stand in this fight 
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against communism, but by their actions have handicapped our efforts 
there. What I mean specifically is that India, Pakistan, Burma, and 
Indonesia, adding up to something around three- -quarters of a billion 
people, have all recognized Red China and have not recognized Na- 
tionalist China. 

By that act they tend to force their overseas Chinese population into 
an alinement with Red China, and to prevent them from doing busi- 
iess or maintaining a friendly relationship with the Nationalist 
Chinese. 

Now the overseas Chinese cannot be underestimated as a military as 
well as an economic factor, because they control the rice in that area 
and that is the jugular vein. They are the middlemen. They are 
the merchants. If those overseas Chinese should turn Communist, 
there would be no hope, in my judgment, of preventing the area as a 
whole from going Communist. 

Yet a number of these countries that profess to be friendly to us are 
tending by their politics to force these people into alinement with the 
Communists on the mainland. Anything we could do to persuade 
these countries either to recognize Nationalist China and withdraw 
their recognition from Red China, or as a compromise just to recog- 
nize Nationalist China, would tend to strengthen the cause of the free 
world in the total area. 

The only two countries in that area now recognizing Nationalist 

China are Thailand and the Philippines. 

Mr. Smrru. Would the domestic political situation be favorable to 
that development, General? I am thinking of the internal situation 
in Indochina, for instance, where the Red element is presumed to be 
pretty strong. 

General Oumstep. Well, sir, the Red element has no part of the gov- 
ernment of the three associated states. They are the rebels, they are 
the guerrillas, the Red element. 

What part France might have in that I do not know, because I am 
not specifically familiar with the details of the arrangement by which 
France granted this measure of sovereignty to these “three states, but 
as far as the government of these three states is concerned, there is 
no communism within the government. 

Mr. Vorys. They have not recognized Red China, have they? 
France has not. 

General Otmstep. They have recognized neither in the case of Indo- 
china. 

Mr. Jcopp. France has recognized Red China? 

Mrs. Ketiy. No. 

Mr. Voryrs. They were going to, but they did not. 

Mr. Jupp. I thought they had. 

General Otmstep. Having summarized this thing and having talked 
about the oneness of the area, both the military, the economic, and the 
political problem, it would seem desirable for us to move in the direc- 
tion of some kind of a regional level of United States administration 
in that area. 

I am sure we are all well aware that we tend to get overorganized in 
this country at too many levels. Washington is a Jong way from those 
countries, and individually they are small problems, but collectively 
they are a very great problem to us if we are going to win this war 
in southeast Asia. 
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Only if we have somewhere in the area, an opportunity for our mili- 
tary people, our economic people'and perhaps even our Embassy people 
to discuss area problems, only in that way can we get a proper evalua- 
tion back here of the area as a whole. As it is now, these things come 
in separately. Sometimes the problem of Thailand does not even 
reach the same desk that the problem of the Philippines does. Only if 
we have some method of integrating it and evaluating it by the people 
close to the problem, can we hope to get the most intelligent and effec- 
tive type of United States program there. 

Now, sir, that rather summarized my observations. If there are 
any questions [ would be more than happy to answer them. 

Mr. Jupp. You did not get into Burma or India? 

General Ormstep. No; I did not. General Me-win, Chief of Staff 
of the Burmese Army, asked me to stop there and so did the Pakistan. 
I was unable to doit. There we have a 408 (E) relationship. Weare 
selling both of them some equipment. In my own judgment they 
have made quite a move in the direction of wanting to come in and do 
their part in the last year. I think . not unreasonable to hope that we 
might stimulate that in the next yea 

Mr. Jupp. Thank you very Aber General. We appreciate very 
much your frank report. 

Mr. Carnahan, do you have any questions? 

Mr. Carnanan. [have no questions at this time, Mr. Chairman. 

Mr. Jupp. Mr. Lanham—— 

Mr. Lanna. You spoke of treating the area as one and felt if we 
could get the problems to the same persons and get an overall look, it 
would be well. 

Do you have any suggestion as to how that could be done? You say 
the problem of one country goes to one desk and the problem of another 
to another desk. 

General Otmstep. One possibility would be to establish somewhere 
in the area, Manila or somewhere, an office comparable to the coordi 
nating office that has been established in the NATO area, throu, gh 
which the problems of military, economic, and political might cle 
And through which we might compleme - sre United States part of 
the assistance to this Chinese effort for the area as a whole and, I think, 
we might improve our economic planning by looking at it as an area- 
wide proble m. 

I am quite sure we would find ways and means of making our 
military assistance program more effective. Certainly our military 
planning would be better on an area basis than on a fragmentized basis. 

Mr. Lanuam. Thank you. 

Mr. Jupp. Mrs. Church, I do not know whether you have ever met 
General Olmsted, personally. 

Mrs. Cuurcn. | am glad to meet him and have enjoyed his statement 
very much. 

General, you spoke of the necessity of bringing a union out of Asia 
leaning toward us, rather than imposing our will or our instigation 
upon the peoples of that continent. 

Would you suggest what Asiatic nation might instigate such action ¢ 
Would you think of the Philippines as being such an agent ? 

General Oumsrep. Mrs. Church, in my Judgment, you have three 
leading factors or personalities in southeast Asia, none of whom 
should be ignored. One would be the leadership of the Philippines. 
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Whether it is appropriate to do it now ahead of the conclusion of this 
election, that is something upon which your judgment would be better 
than mine. The other two factors or personalities are the General- 
issimo Chiang Kai-shek, Bao-Dai, and Syngman Rhee, I should not 
overlook Rhee. And, perhaps the representation from the Japanese 
now or later. That presents a separate problem and one upon which 
I would not feel competent to advise you. 

Mrs. Cuurcu. How many students would you say are being brought 
over from Korea? Did you not mention students being brought in / 

Genera! Otmstep. We have about 250 here, now. 

Mrs. Cuurcu. When they come over are they given to understand 
that they should return? I have had two in my district asking for 
private bills. I checked yesterday with other members who tell me 
the same request is coming in, that these students want to stay. 

Are they informed when they come that they really should go back 

General Otmsrep. 1 am relly talking about the military students 
and they do go back. They go in under agreement that they will be 
available as instructors then. 

Mrs. Cuvurcn. Is it the Fulbright measure that is bringing in the 
others ? 

General Otmstep. I do not know about that. 

Mr. Cuaruam. That is right, the Fulbright measure is bringing the 
ones of which you speak. 

Mr. Jupp. That finishes our subcommittee. 

We will now call on members of the full committee. 

Mr. Chiperfield—— 

Chairman CHIPERFIELD. We are always glad to have you with us, 
General. 

Mr. Jupp. Mr. Chatham 

Mr. Cuatuam. I want to thank General Olmsted for a splendid 
view of this whole area. I am very much obliged to you, sir. It has 
been more than worthwhile to me. I wish you much happiness and 
success aS you move out. 

Mr. Jupp. Mr. Vorys—— 

Mr. Vorys. I did not quite understand your expression about Asians 
fighting Asians. 

I have heard one of our propaganda problems was that in Korea 
there are white folks fighting Asians and it would be better to have 
it more the other way. As I caught your observation, that is not any 
good, 

General O_msrep. No, sir. They regard themselves not as Asians 
but members of the free world community, and the fight is a fight be- 
tween members of the free world community and the Communist 
group. 

Now whether Asians, Africans, Europeans, or North Americans is 
not the issue. The issue is, are they for or against the Communists. 
President Quirino spoke forcefully on that point. He said: 





When you talk about Asians fighting Asians, you give us the impression that 
you want us to do your fighting for you. This is your fight. 


The fight against communism is one fight and it is global. That is 


ngoan | was trying to make there. 
Mr. Jupp. In Europe we have talked about a European army as a 


desirable thing and there has been similar reference to an Asian army. 
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Not with the idea of Asian fighting Asian, so much, but as I understood 
it to pool and coordinate the strength that is in free Asia. 

General Otmstep. That is something different, sir, and I think that 
has great merit. 

Mr. Vorys. You mentioned a necessity for some sort of group 
get-together out there. A number of us have been hopeful for that 
sort of thing all along but we have been told by our executive branch 
that the people out there do not want to do it, that they are jealous 
of each other and that we have the added embarrassment that in any 
sort of a get-together, the British, French, and all the colonial white 
folks want to horn in and the Asians do not want them in, so one way 
to avoid that embarrassment is that we do not do anything toward 
encouraging such a grouping. 

General Otmsrep. Well, sir, I was only specific in my recommenda- 
tion that the time has come, in my judgment, to have a United States 
regional office ont there, that that may tend to guide and stimulate 
an appropriate Asia organization at an appropr iate time, 

I do not feel competent to say that your advice is wrong about the 
measure of resistance that these countries would have against some 
type of pact. I think that the signs are increasing that ‘they would 
rather weleome it but I could be wrong about it. In fact, I think 
the Philippines have been rather consistent in their pushing for it. 

I think this meeting at Baguio here a day or so ago tried to lay 
the groundwork but because there was not any interest coming along 
from us to stimulate it, I do not think it made the progress it might 
otherwise have. 

Mr. Vorys. We tried to determine why there was not any stimula- 
tion of that. We never did get a very satisfactory answer. 

I wonder if you had gotten a satisfactory answer. 

General Oumstep. No. 

Mr. Jupp. Mr. Zablocki 

Mr. Zaniockt. General Olmsted, I would like to preface my question 
with a statement that I am not now advocating the recognition of 
Red China nor am I in sympathy with Red China but there is theoriz- 
ing among the nations of the free world that to resolve the Far East 
problem, eventually the free world will have to recognize Red China 
and that there will have to be possibly two Chinas, a free China and a 
Nationalist China and the possibility of Formosa the hub of a non- 
Communist China. 

Do you care to give your observations as to the thinking of some of 
the leaders in the Far East on that? 

General Otmsrep. Well, sir, I did not and would not dare discuss 
the possibility of United States recognition of Red China with any of 
those far-eastern leaders because one of our problems has been that 
we have not convinced the people out there that we are in vo thing 
to stay. Any indication that we are willing to bargain, trade, or 
recognize Red China tends to scare the fence sitters and Nee them 
on the fence, tends to weaken the affirmative help that we are getting 
from the people who are actually helping us. 

If there is anybody who has any such thought, it would certs rinly 
not be in the interest of the success of the United States effort in the 
Orient to publicize that in any way, or to even diseuss it. 

Mr. Zastocxt. Will you please repeat your last statement ? 


83064— 53— 2 
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General Otmsrep. I say if there is anybody who has any such 
thought that in the long run we are going to have to recognize the 
Chinese Communist, if that got publicized in the Orient it would do us 
great damage both with the people who have already cast their lot with 
us and taken the risk involved, and certainly with the people who are 
still sitting on the fence waiting to see which side is going to win. 

Mr. Zasiockt. There was a hope some time ago that Mao Tse-tung, 
the leader of Red China, would withdraw and there was some belief 
he was close to doing so but we could not possibly hope to have 
Moa Tse-tung do a Tito if we had another leader prepared to take 
his place. 

General Otmsrep. Well, sir, I would recommend to anybody who 
thinks we can do business with that type of communism that is prac- 
ticed by Mao and his North Koreans, I would recommend they spend a 
day on Koji Island as I did. 

There you see in a small test tube the problem of the impossibility 
of doing business with those people. We have tried kindness. we 
have tried education, we have tried everything and they are just like 
animals. We have made no progress at all on those hard-core Com- 
munists, either the North Koreans or the Chinese. None. And to go 
in and go through those compounds and look at those people, or to 
try to talk to them leaves you with a feeling that any bargain they 
might make will be completely unreliable, that any arrangement 
would be broken at will as they have been in the past in their deals 
with us and so it leaves you pretty much convinced that there is no 
temporizing with those people at all. 

Mr. Zaniockt. May I ask just one more question, Mr. Chairman. 


Then how do you account for the fact that only two nations 


recognize the Nationalist Chinese and all the others recognize Red 
China? If they are so close to the problem and have an opportunity 
to observe first-hand what the Communists really are, why do they 
show preference for Communist China? Where is the fault? How 
can that be? 

General Otmstep. Well, sir, I can only give you a guess on that. My 
guess is this: If it is clear now and irrevocable that the United States 
is going to support Nationalist China, I think that the rest of these 
people can be persuaded to fall into line and do the same. So long as 
it was not clear that the United States was going to support National- 
ist China, the hope of National China’s survival was so dim that 
there was no incentive for these other smaller nations to take the risk 
of recognizing them. 

That is my own guess about the situation. 

Once it is clear we have cast our lot with Nationalist China, then 
I think it will be possible to bring the rest of these people along into 
recognition and support. 

I do not know whether you agree with that, Dr. Judd. 

Mr. Jupp. I agree with it totally. 

When we withdrew our support from Nationalist China, back in 
1946, it was doomed. We have people in Hong Kong at this moment 
trying to find or stir up a third force against Nationalist China. How 
can we expect others to support Nationalist China when the United 
States is not doing so in earnest? Why in the world should anybody 
be dumb enough to jump in front of an express train? The United 
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States is not at this moment committed to the support of the Na- 
tionalist Chinese. 

[ regret that and I am doing my best to get it changed but the fact 
is that it has not been changed. 

If I may interrupt before we go ahead with the question period, 
| would like to ask you a question. If we are in the long run to 
avoid what so much of the world regards as inevitable, a recognition 
of Communist China, what do we have to do? 

General Oumstep. If we are going to avoid it? 

Mr. Jupp. If we are going to avoid a situation where its power 
would be so entrenched and consolidated that it would have to be 
recognized and dealt with—for the Japanese eventually are going to 
have to deal with China, and if they are not going to have to deal 
with Communist China, what can be done? 

General Otmstep. I am going to give you a perfectly personal view 
on this now and it is not official. 

I think what you are going to have to do is, you are going to have 
to beat the Communists on the mainland and you are going to have 
to beat them by spearheading it with the Nationalist Chinese them 
selves. I do not think there is any other solution for your Korean 
war but that. 

Mr. Jupp. And in the last analysis there is no other solution for 
the Indochina war. Ifthe Communists get their position consolidated 
in China and all the manpower and strength of China organized, 
does anyone really believe we can stop them in Indochina? 

Mr. Zasiockt. Are we to interpret, then, that the only way we can 
beat Red China is by war with China? 

Mr. Jupp. That is not what he said. It has to be beaten from 
within. 

General Otmsrtep. In the first place, Congressman, we are at war 
with Red China, so let’s start from there. 

Mr. Zastocki. A war on the mainland? 

General Otmstep. We are at war on the mainland, or on the Korean 
Peninsula. Let’s start from where we are. 

Mr. Smirn. I just have a couple of questions, General: Did you 
deal with the economic phase of that problem in the Far East now { 
I came in I think at the point where you made some reference to the 
economic aid for Korea. Did you say $200 million, that you thought 
$200 million was necessary? How much in addition to that for the 
rest of the area do you think is needed ? 

General Otmstep. I scarcely feel qualified to answer that question 
specifically. 

I would say that the magnitude and direction and implementation 
of our present economic program in the area is good and whether we 
could get on with less money and help ourselves by the saving or 
whether it would be false economy is the question here. 

My own judgment is that if you had a regional United States office 
setting priorities for the application of our economic aid and the 
projects that they were undertaking, that there might be some saving 
without hurting the program. I could be wrong about that. I 
would say about the present level of our economic aid would seem to 
be a good point of departure for our analysis because there has not 
been any great change in the general condition of the area in the last 





14 MUTUAL SECURITY ACT EXTENSION 


year. If you can get on with less, then I think you might suspect that 
you were too generous last time. 

Mr. Smiru. Now I have a question that follows along the question- 
ing that Mr. Zablocki was quizzing you on and that is that you say 
there is a feeling that we are not definitely committed to Asia. I just 
wonder what it takes to convey the idea that we are not doing ow 
share. If we are not doing our share in Korea, I do not know what 
we are doing. If we are not doig our share for the Philippines. if 
we are not doing our share for the Philippines or Indochina, I do not 
know what it takes to convince some people that we are committed to 
this area of the world. 

General Otmstep. Well, sir, I could give you one point there. I 
agree with everything you have said; we are certainly doing our share 
and more in Korea. We are certainly doing our share and more in 
Indochina. 

Mr. Smrru. And Formosa, too, are we not? 

General Oumstep. That is the issue. Are we truly behind the 
Nationalist Chinese or are we not ? 

When you go through Washington or Asia, you constantly are con- 
fronted with that problem. Is our heart in this, are we really going 
through with it, or are we not ? 

Mr. Smrru. I think we must admit that there is a difference of 
opinion. I think there are violent views both ways. There must be 
a middle ground. However, do we not have military people over 
there now? Are we not furnishing a good deal to Chiang Kai-shek in 
the way of equipment, airplanes? We are doing ev erything we can 
under the circumstances, it seems to me, in Formosa. 

I cannot understand why we are not definitely committed except for 
this difference of opinion that exists in this country. 

General Otmsrep. It was only 30 days ago that we deneutralized the 
island when we pulled out the Seventh Fleet and had them face our 
enemies and not just their enemies and their friends. 

While I insisted to the people there that my visit was a routine 
visit, none of them believed it. They felt, “Having deneutralized the 
island now we are going right on with joint planning and we are 
going on with this thing.” We have not dene that. 

Mr. Smrru. Do you not think deneutralization was important ? 

General O_msrep. That was a step in the right direction in my 
judgment. 

Mr. Smirx. Do you advocate a blockade of the China coast ? 

General Otmstep. May I answer that off the record ¢ 

Mr. Smirn. Yes, indeed. 

(Discussion off the record.) 

Mr. Vorys. General, how long were you in Formosa ? 

General Otmstep. I was there just 4 days. 

Mr. Vorys. How long were you in the area ? 

General Otmsrep. I was there 4 weeks. 

Mr. Vorys. You could not-have gone all the places you talked about 
in 4 weeks. 

General Oumstep. Yes. 

Mr. Zasiockt. I would like to know if Mao Tse-tung’s army de- 
teriorated since the time he has been fighting Chiang Kai-shek. 

General Otmstep. No. 

Mr. Zastocki. Then why was Chiang Kai-shek not more effective ? 
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Mr. Jupp. Because the United States destroyed him. When we 
withdrew support from him in 1946, he was finished. The Chinese are 
fatalists. They knew he could not make it without effective American 
support. Neither could Greece, neither could Austria, neither could 
Italy, neither could France, and neither could England. When we 
withdrew our support his cause was lost. The C hinese said “What’s 
the use,” and many went over to the other side. There were great 
weaknesses in his regime but we were the ones who destroyed him. 
Whether we intended to or not is beside the point. It was inevitable 
that the Chinese would not fight for a lost cause. Why should they ¢ 
Those who got to Formosa are the tough core who would not go over 
to the Reds, no matter how hopeless their resistance might be. 

I am not interested in placing blame. It is my opinion that Chiang 
Kai-shek with 300,000 tough and proved reliable troops plus American 
moral support—— 

Mrs. Ketiy. Only moral ? 

Mr. Jupp. Moral and supplies. 

Mrs. Ketity. What about our own troops? 

Mr. Jupp. No American troops. No person has ever advocated 
sending American troops into China so far as I know. Have you 
ever heard anybody advocate them ? 

Mr. Zastockt. That will be the test of whether we are really sup- 
porting them or not. 

Mr. Jupp. Oh, no. The Generalissimo has never asked that. He 
never even suggested it. He has asked again and again only for moral 
support and advisory support and supplies. He is actually stronger 
with 300,000 troops and that support from us than he was with 4 
million troops but with our vilification, the white paper, and so forth. 

Mrs. Ketiy. All our programs are long range, as I understand 
them, in the hope that if it is necessary to go into short-range action, 
we can do so. 

Why, then, did you make the statement that we are only interested 
in Japanese armed forces for security purposes ? 

General O_MstEp. Because that is our present policy. 

Mrs. Keruy. That is our present stand and we do not intend to build 
them up for any other purpose ¢ 

General Otmsrep. Mrs. Kelly, I do not know what our intentions 
would be. Again I can just give you a personal view on that. Japa- 
nese forces integrated into a Pacific army might present about the 
same problem that German forces integrated into a European army 
would. I say Japanese forces integrated into a Pacific army as Ger- 
man forces integrated into a European force. 

Mrs. Ketxty. Do you mean at this point we cannot trust the 
Japanese ¢ 

General OtMstep. Well, I am not thinking so much about us as I am 
about some of their neighbors who still have some fear and some 
resentment. 

Mr. Vorys. Syngman Rhee said the South Koreans would kill any 
Japanese soldiers who came to North Korea. Do you think that was 
a bluff? I would not blame them. 

General Otmstep. The Korean officers we brought over here for 
training a year or so ago were all officers of the Japanese Army. 

Mr. Jupp. Do you mean these Koreans had fought with the 
Japanese ¢ 
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General Otmstep. That is right. They were all former officers of the 
Japanese Army. That is where we got the original nucleus of our 
officer corps for the South Koreans. 

Mrs. Ketuy. The KATOUSA force you are speaking of, was that 
not the first step that we took in training the Koreans, by integrating 
them into our forces? It is not a new setup, is it ? 

General Otmstep. No; it is not new. 

Mrs. Ketty. KATOUSA was the first step taken when the United 
States learned by experience that the Korean units failed as a force 
alone. 

General Oumstep. Yes. 

Chairman Curprrrtecp. I do not know whether this was covered in 
your testimony or not, but when you were in Korea did you learn any 
thing about the ammunition situation ? 

General Oumsten. Mr. Chairman, in our MDAP operation we have 
no part of the responsibility for the supply of the United States or the 
other forces in Korea. Korea always has enjoyed the first priority. 
Anything available for the MDAP program was after the Korean 
priority had been recognized so there was not any reason for me to 
explore that problem and I was very glad there was not any reason. 

Chairman Currerrretp. We had General Reeder before us and we 
were told last year how many rounds of ammunition of different types 
and sizes it requested and how many rounds it received a month. I 
am wondering if there has been any new information on that situation. 
Could we mount an offensive with the ammunition we have? Appar- 
ently you did not go into that problem. 

(Jeneral Ormsrtep. No. 

Chairman Currerrretp. Thank you very much. 

Mr. Jupp. Mr. Fulton 

Mr. Furron. Talking about Koji Island and the prisoners there, I 
cannot understand why we are treating them as we are with regard to 
food and some of the things that are being done for them, where we 
are feeding these prisoners more than we are the South Koreans. 

It would seem to me that when you get people who have the extra 
energy to do all they are doing, that possibly we should cut down the 
ee of calories in the camps proportionately. That would be a 
very easy thing for a recommendation to go through, so that they 
wana just get nearer and nearer the subsistence level the worse they 
got. I am surprised to hear these camps are misbehaving again, not in 
just a few numbers but in mass demonstrations. We see South 
Koreans living on less. We see people who are in Western Europe 
and South America living on many less calories. Then we have these 
prisoners because of some feeling that the Chinese Communists may 
be easier with ours, getting away it. Really, I do not know but what 
perhaps we should take a ‘firm attitude right straight through. 

General Otmstep. Now, Congressman, of course that makes a lot of 
sense. This is the problem: Apparently these prisoners have two 
missions from their own governments. One is to cause all the trouble 
they can in order to require us to keep the maximum number of 
friendly troops there for guard purposes. The other is to cause all 
the incidents they can for propaganda purposes. 

They know the humanitarian provision of the Geneva Convention 
which we subscribe to and they know it verbatim. They have it on 
the bulletin boards in every one of their 500 compounds. Any time 
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you give those people any treatment that varies in the slightest from 
the American standards—not their own standards or the ROK stand- 
ards, then they raise the issue that we have violated our agreement 
under the Geneva Convention. 

Mr. Fuuron. How can they raise the issue? I would shut them off 
completely. 

I think by our weakness and our vacillating we are opening our hu- 
manitarian principles to misuse. 

General Otmsrep. There you have a problem with the International 
Red Cross who has inspectors and investigators there all the time. You 
have a problem with the U. N. partners, and our present administra- 
tion has just had to abide by the terms of the humanitarian agree 
ment, 

Mr. Fuuron. Divide them off. Say, “These people abide by the 
Geneva Convention rules. ‘These others do not.” 

General OtMstep. I think the prison administration would be very 
much in agreement with that. 

Mr. Fuuron. If we put into this act that passes this time that the 
prisoners shall be divided according to those who live by the Geneva 
Convention and those that do not. 

General O_mstrep. Part of the Geneva Convention, the things we 
have agreed to do we have accepted in this country, and part we never 
did accept. I would say we might find ourselves not in a position to 
declare that they were in violation because they might be violating 
portions of the convention that we had not approved ourselves, you 
see, that we had no right to rely upon because we never accepted it for 
ourselves. 

It would be worth looking into, however. 

Mr. Fuvron. Another thing, there have been articles about some 
few outside businessmen misusing their position in South Korea, even 
some United States corporations that are taking advantage of the 
South Korean economy. Could you give us anything on that? 

General Oumsrep. No, I have never heard anything about that. 
Our civil-affairs operation there is somewhat confused between the di- 
rect chain of command, Army responsibilities, and the UNKRA group. 
But I did not hear anything about any private United States business 
exploiting the situation. 

Mr. Fuuron. My final question is, on the civil-affairs matter, on 
civil relief. When it has been the feeling of Congress here that we 
have given more money than can adequately be used because there 7 
not an efficient organization set up in South Korea, what should | 
done to set it up, to see that they are treated as our good allies anal i 
be treated ? 

General Oumstep. It is a direct responsibility of the theater com- 
mander while Korea isa theater of war. I think the matter of provid- 
ing food, clothing, medical supplies, and that sort of thing is going 
along quite well. Where you get into the broader area of rehabilita- 
tion; the type of thing you ought to be spending money on postwar but 
not during the period ‘of hostility if you are short of money, that is 
where you get over into UNKRA, the United Nations Korean rehabil- 
itation people and that is where your conflict exists right now. 
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Mr. Futron. When the money was cut in the deficiency appropria- 
tion bill it was on some sort of a statement that they could not spend 
it and that it was not well organized enough to spend it. While there 
was no doubt that there is tremendous distress in South Korea as well 
as among the civilians and the soldiers. 

General Oumsrep. I cannot help you on that one. I just do not 
know. 

Mr. Fuxron. I would like to have something on that sometime. 


STATEMENT OF HON. C. TYLER WOOD, DEPUTY TO THE DIRECTOR 
FOR MUTUAL SECURITY 


Mr. Woop. You will recall that last year the cut was on the ground 
that in the disturbed conditions involved in the battle going on there, 
the UNKRA people could not effectively operate and use all the 
money that had originally been planned when it was hoped the war 
would be over sooner than it has yet proved to be the case. 

It was rather on that basis and the fact that, as General Olmsted 
has said, in a theater like that, the Army has the responsibility for 
any of the economic work that was done there. That was the cause 
for the reduction of the amount of the United States contribution to 
UNKRA that was made last year. That, you will recall, was the main 
basis for it. 

Mr. Merrow. In discussing Japan, you stated, if I remember cor- 
rectly, that as soon as the eligibility situation was worked out that 
they would receive some military aid from the United States and also 
stated that there is considerable potential industrial ability in Japan. 

Now it is not. possible that with that industrial potential, Japan 
would be able to equip her own forces without military assistance 
under MSA? 

General Otmsrep. To the extent that they can make things them- 
selves, they should make them themselves. However, they have no ar- 
tillery production there and no combat vehicle production. They 
have no aircraft production. Those things, in order to give them a 
balanced force, can only come from here. 

Mr. Merrow. Now, if they developed industrially would they not 
be able to manufacture those things or are they prevented from doing 
that ¢ 

General Otmsrep. I do not know whether we still maintain a right 
of restriction on them or not. 


STATEMENT OF SAMUEL EFRON, ASSISTANT GENERAL COUNSEL, 
INTERNATIONAL MATTERS, DEPARTMENT OF DEFENSE 


Mr. Erron. We did until the peace treaty. I do not think we now 
have any. 

General Outmstep. I do not think we do. I think there is a serious 
question as to whether or not we want to stimulate them in the pro- 
duction of that, however. 

Mr. Fuuron. Is it not in the Japanese constitution that they do 
limit themselves ¢ 

General Oumstep. They do limit themselves by not having an army 
so I suppose they would be construed that way. 
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Mr. Merrow. You said the thinking had gone no further than the 
development of the Japanese force for matters of internal security. 

Do you want to comment on whether or not the thinking should go 
somewhat further and therefore to develop forces that might be used 
in this struggle against communism in the Far East ? 

Mr. Jupp. He answered that question earlier, Mr. Merrow. 

Mr. Merrow. Very well. 

General Otmsrep. Yes, sir; I did. 

Mr. Merrow. In reference to Korea, you made the point before I 
went out that they could raise a large number of divisions if told to 
do so. Perhaps you will discuss this later but is that a question of 
policy that comes from the head of our Government, that they would 
have to be given the green light ? 

General Otmsrep. Yes. 

Mr. Merrow. Do you think the Chinese Nationalist forces are in a 
position to mount much of an offensive in the mainland or did you 
comment on that ? 

(Discussion off the record.) 

Mr. Zasiocki. They have been going on for how long? For how 
long in the past? 

(Discussion off the record.) 

Mr. Zasiocki. Then the blockade was not too effective? The block- 
ade of China by the 7th Fleet. 

(Discussion off the record.) 

Mr. Lanuam. This deneutralization went into effect some time ago, 
did it not, when the Chinese went into the war in Korea, as a practi- 
cal matter? 

(Discussion off the record.) 

Mr. Lanuam. I understood it had been tacitly ignored. Newsweek 
reported that 380 raids had been made during the : past year and that 
at one time one entire division had been gotten on the mainland. 

T have not been able to find out what the truth is about it. 

General Outmstep. None of those raids came from Formosa and the 
Pescadores. 

Mr. Zantockt. One of the articles mentioned Pescadores and raids 
from that island. 

(Discussion off the record.) 

Mr. Mrrrow. Have the guerrillas on the mainland been encouraged 
by this recent order and there is much resistance to taking the guer- 
rillas into account ? 

General Otmstep. There you get into Chinese figures which are not 
at all reliable, when they estimate there are so many thousand or 
so many hundred thousand organized guerrillas. I just do not believe 
they can really know or estimate accurately. I believe the consensus 
of opinion is that the organized guerrillas are not stronger than they 
were a year or two ago. They have been given a bad time by the 
internal police of the Communists and the Communist forces that are 
dispersed throughout the mainland. I think the improvement in the 
resistance situation comes from the unorganized resistance of the 
peasants and the small merchants. The families are getting the word 
out not only to the Chinese on Formosa but to the overseas Chinese. 

I would say, net, that your potential resistance is greater and your 
actual, organized resistance probably has not m: de : any progress in 
the last year or so. 
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Mr. Merrow. There is one question on Indochina 

Mr. Vorys. Before you go ahead, would you yield? 

Mr. Merrow. Surely. 

Mr. Vorys. Is there any organized support or supply of mainland 
operations, guerrillas, and so forth ? 

(Discussion off the record.) 

Mrs. Crurcu. What has the effect of these guerrilla raids been ? 

General Otmstep. You mean the commando-type raids on the 
coast ? 

Mrs. Crrurcn. Yes. 

(Diseussion off the record.) 

Mr. Merrow. In Indochina I understood you to say that the French 
were just beginning to send military groups to build up the native 
forces. 

What is the division strength of the native forces? Do they have 
them separate from the French ? 

Mr. Jupp. He also covered that. 

General O_mstep. They are organized to battalion strength. 

Mr. Furron. On the supply question, if that is the Achilles’ heel 
and is the limiting factor on what the Red Communist Chinese are 
doing and the North Koreans, what further action could we take in 
interdicting that supply line? How can we cut it and where would 
it be easy to cut? 

General Otmstep. The capability of permanent interdiction from 
the air has limitations, as you know. 

Mr. Fuiron. Well, even up in Manchuria, is there any possibility 
of hitting these assembly points, supply depots, and a few railroads 
coming down through there? Is there a point above Korea where we 


could move in with air and knock off supply lines? 

General O_mstep. Of course, there are many lucrative targets but 
the question is do you lose more by bombing them than by not bombing 
them. That is something every man has to make his own guess on. 

Mr. Fuuvon. May I give the Japanese constitutional reason for dis- 
armament ? 


Chapter 2, Renunciation of War, Article 9: Aspiring sincerely to an interna- 
national peace based on justice and order, the Japanese people forever re- 
nounce war as a sovereign right of the nation and the threat or use of force 
as a means of settling international disputes. 

In order to accomplish the aim of the preceding paragraph, land, sea, and 
air forces, as well as other war potential, will never be maintained. The right 
of belligerency of the state will not be recognized. 

That is right after the chapter on the Emperor and before the one 
on the rights and duties of the people. 

Mr. Merrow. Together with this discussion on Northern Korea, I 
have been saying as a layman, of course, with no military experience, 
that in my opinion the policy should be to push the Communists to the 
Yalu. I have said on many occasions before many audiences and I 
have not heard much disagreement yet-—— 

Mr. Furron. In Pittsburgh, Mr. Merrow said it, and he brought 
down the house, I might add. Eleven hundred people in our main 
ballroom at the William Penn Hotel and he just brought down the 
house, too. 

Mr. Merrow. Thank you. I think I said this in Pittsburgh, that 
whatever is necessary to do that should be done including the use of 
every weapon in our arsenal. 
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Mr. Jupp. Would the cost of military hardware manufactured in 
Japan in its unused potential capacity be less than the cost of the same 
stuff manufactured here, plus transportation / 

General Oumstep. Yes. In the type of items where labor is a major 
factor in the price, the quota in Japan is cheaper than the price in the 
United States, so you save a part of the price as well as the transporta- 
tion cost. 

In the type of item where the mechanized portion of the produc- 
tion—that is the use of machine tools and a very high level of tech- 
nical manufacturing skill—there you do not get much difference. Our 
instructions to our procurement officers are that they should not pay 
more than the United States price plus 10 percent which we estimate 
to be the average cost of transportation or delivery and they have 
stayed quite well within that. If they feel they should vary from 
that they have to come to Washington for spec ifie permission. 

Mr. Jupp. In most cases where |: abor is a Major item we would save 
money on the original cost and also get a second benefit of assisting 
the Japanese economy so we would not have to put so much other 
money into it? 

General Otmsrep. That is right. 

Mr. Jupp. Would that also be true with respect to the capacity 
which you say is potential in Formosa? 

General Otmsrep. If anything the differential in Formosa would be 
greater in favor of savings. 

Mr. Jupp. Now, with respect to the economy of Formosa, General 
Van Fleet told us about the terrific inflation there and he said we were 
helping cause it, in the same way you saw us help cause it in China. 
That is, we forced them in effect to run the printing press to provide 
local currency which our boys as well as their own soldiers used for 
whatever they bought. There was more currency but not more com- 
modities to be bought and uncontrolled inflation inevitably resulted. 

When you ts alked about this $200 million a year, would that just be 
pouring in $200 million more of currency with which to buy, without 
having any increase in goods to be bought? To what extent does that 
remedy the inflation or to what extent does it aggravate it ? 

General Otmstep. When you stated the question you mentioned 
Formosa. You meant Korea? 

Mr. Jupp. I beg your pardon. I did mean Korea 

Mr. Oumstep. There is now in the process of being sent out there 
a certain economic and financial team to study that very problem. 

The South Korean budgetary deficiency, something in the nature 
of $200 million, largely arises, as you can well realize, from the fact 
that they have all these men under arms. All these things they can 
do themselves but it costs more money than they can raise in their 
taxes. 

Now if we were to underwrite the deficit, in my judgment it would 
be to our interest to do it because we are getting an awful lot for our 
investment there. The problem would be how to do that without 
further aggravating the inflation. That is really your question. That 
is something our people there have been wrestling with without much 
progress so ‘they have asked for and I understand they are to receive 
a team of experts just to study that problem. 
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In part, our assistance can be in the form of commodities such as 
the cloth which they themselves can make into uniforms, or leather 
which they themselves can make into shoes. In part, our assistance 
can take that form and to that extent resist inflation. Whether it can 
be totally resisted or not is a problem that is really beyond me. I just 
do not see it all the way through. 

Mr. Jupp. One reason I brought it up was in connection with our 
previous interchange on the questions of Mr. Zablocki about the weak- 
nesses of the Chinese Government. It was its inability after the war 
to deal with inflation and the corruption that goes with inflation 
which weakened it and it could well break the Korean Government 
no matter how heroic its military resistance. Our people are perfectly 
aware of this danger; are they not? 

General Otmstev. Yes. 

Mr. Jupp. You have been very generous to come before the com- 
mittee. 

I hope the world situation will get sufficiently better so that you 
can stay in retirement but I shall not be surprised if you have to be 
called up again. 

Mr. Zastocki. I want to particularly thank General Olmsted. 

(Whereupon, at 1:05 p. m., the subcommittee adjourned, to recon- 
vene at the call of the chairman. ) 
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THURSDAY, MARCH 19, 1953 


House or REPRESENTATIVES, 
CoMMITTEE ON ForeiGN AFFAIRS, 
SUBCOMMITTEE ON NATIONAL SECURITY, 
Washington, D.C. 

The subcommittee met in executive session at 10:20 a. m. in room 
G-3, United States Capitol, Hon. Lawrence H. Smith (chairman of 
the subcommittee) presiding. 

Mr. Smiru. The subcommittee will be in order. 

Do you have a formal statement, Mr. Nash? 


STATEMENT OF HON. FRANK C. NASH, ASSISTANT SECRETARY OF 
DEFENSE 


Mr. Nasu. I have no prepared statement, but I will try to speak 
from the notes I have. 


Mr. Smirn. I have asked the Secretary if he would tell us some- 
thing about the targets of the program last year and just how far 


we were off that tar get at the end of the year. 

I think that will be very helpful to us; and, from that point, we 
can go on into a discussion of what we are expecting for next year. 

Mr. Nasu. I think it might be well to go back a little bit to show 
just what led up to the establishment of these so-called targets that 
were fixed at the NATO meeting in Lisbon in February 1952. 

‘There has been so much misunderstanding about those targets it 
is difficult to clear it all up in one short session. 

I was particularly disappointed yesterday to read in the newspapers 
an article attributed to Mr. Lovett’s final report as Secretary of 


Defense, a newspaper article carrying a paragraph that read as 
follows : 


Lovett notes among the failures in the defense build-up the inability of this 
country’s European partners to meet the 1952 NATO goals. Although Europe’s 
defenses were substantially strengthened in the last 6 months of 1952, he said 
they did not meet the 50 divisions and 4,000 combat planes, as hoped. 


Now, compare that with what his report actually said. This is the 
text of the report 


In the field of military assistance to ether nations, progress in the approved 
programs has been steady, but in some phases not as great as planned. Although 
eur NATO allies were unable to achieve completely all the 1952 goals established 
at the Lisbon meeting of the North Atlantic Council in February 1952, the 
defenses of Europe had been substantially strengthened during the past 6 
months. 

The number of units available to NATO command continued to increase, and 
their military effectiveness was substantially improved as deliveries of modern 
weapons from the United States, as well as local sources, multiplied. 


23 
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I would say that is disappointing, because you can understand how 

an oral statement or a statement made in a press conference might 

come out a little bit garbled ; but, when it is a statement in a report that 

merely has to be copied, it does seem as though they could reflect it a 

little more accurately. 

Mr. Vorys. Would you tell me, Mr. Nash, what is inaccurate about 
the newspaper account ? 

Mr. Nasu. The newspaper’s statement : 

Lovett noted among the failures in the defense buildup the inability of this 
country’s European partners to meet the 1952 NATO goals. 

Now I will show you, or try to show you in a few minutes, that is—— 
Mr. Vorys. The word “inability”? The word “failure” is borne out. 
Mr. Nasu. The impression that statement leaves is that they fell 

flat on their faces. 

The impression left is that they did not come even near to attaining 
their mark. It leaves out the word that is the key in Mr. Lovett’s 
report, the word “completely,” and that is what I would like to con- 
centrate the story on this morning. 

You can judge for yourselves when I am through as to whether 
or not I am fair in my criticism of the newspaper’s account of Mr. 
Lovett’s report. 

Perhaps the initial mistake was made in trying to set a goal in terms 
of a certain number of divisions. That is oversimplification. 

When the newspapers carried the release at Lisbon that the NATO 
countries had agreed to raise 50 divisions by the end of calendar year 
1952, they gave the public no idea of what was meant by the concept 
of divisions. 

I think it might be useful to go back just a little bit and show how 
these goals came to be established. 

I said at the very end of the meeting last Friday that, concentrating 
as we should in looking ahead at the problems that are facing us, it 
is well at times, so as to keep from being too discouraged, to look over 
our shoulder to see how far we have come. 

I commented last Friday that it is only 5 years ago—5 years ago 
Tuesday of this week—that we started on this so-called cold-war 
program. 

It was President Truman’s address to Congress, on March 17, 1948, 
that declared that we had come to the conclusion, with the rape of 
Czechoslovakia in February of that year, that the U. S. S. R. was 
not going to cooperate and try to make this world a world in which 
people could live in peace, 

Now, that was followed a month later by Congress voting the 
initial funds for the so-called Marshall plan. That was in April of 
1948. That was followed a little while later with the adoption of 
the Vandenberg resolution. The Vandenberg resolution came out in 
June 1948, and the Vandenberg resolution is really the foundation and 
philosophy of what the whole NATO effort involves. 

On the same day that the President—President Truman, that is— 
made his sort of declaration of the cold war, on March 17, 1948, five 
of the nations of Western Europe—England, France, Belgium, Hol- 
land, and Luxembourg—on their own initiative formed what was 
called the Western Union. 

That was a defense pact where those five nations joined together. 





MUTUAL SECURITY ACT EXTENSION 25 


The North Atlantic Treaty negotiations which went forward in the 
summer and fall of 1948 culminated in the signing of the treaty in 
April of 1949. ; 

Directly after the treaty was signed by us in April of 1949, the 
other NATO nations followed suit, and I think the last one signed 
up in August 1949, ad, 

It might be useful at this point to put the NATO organization chart 
up there so when I refer to these committees they might be more 
neaningful. <a 

(A chart entitled “North Atlantic Treaty Organization,” princi- 
pal agencies and United States members, was referred to.) 

Mr. Nasu. The North Atlantic Council, at the top, is composed of 
the foreign ministers, the defense ministers, and the finance ministers. 

The principal military advice to the North Atlantic Council comes 
from the Military Committee. That is composed of the Chief of 
Staff of each of the 14 nations that are now in NATO. General 
Bradley is the representative of the United States. 

Mr. Vorys. Do I understand that the red letters on the right are 
the American representatives on those things? 

Mr. Nasu. That is correct. Mr. Dulles is our foreign minister; 
Mr. Wilson is our defense minister; Mr. Humphrey is our finance 
minister. 

We have what no other of the NATO nations have, this Director of 
Mutual Security position, with Mr. Stassen, and then we have the 
so-called special representative in Europe for the Administration of 
Mutual Security and assistance matters, Mr. Draper. 

The North Atlantic Council’s permanent headquarters is in Paris. 
The Military Committee’s permanent headquarters, if they had any 
such headquarters, would be in Paris, also. They meet ad hoc, but 
they have a permanent group called The Standing Group, which has 
its locale here in Washington. 

The Standing Group is composed of three nations: France, United 
Kingdom, and the United States. 

It has also in Washington the military representatives of all 14 
nations. ‘The Military Representatives Committee is a sort of board 
of deputies to the Military Committee itself. 

The real working group, the one who works out the plans, is the 
Standing Group. They submit them, go over them with the military 
representatives. If agreed upon, they go on up to the Military Com- 
mittee, and ultimately are submitted to the North Atlantic Council. 

General Bradley is our representative on the Military Committee 
and on the Standing Group. 

He has a deputy who works at it full time. General Bradley has 
a lot of other duties, as you know, as Chairman of our Joint Chiefs 
of Staff. Vice Admiral Arthur Davis is General Bradley’s Deputy 
on the Standing Group. 

Now, the two commanders of the two principal field commands: 
SACEUR, headed by General Ridgway—those initials add up to 
Supreme Allied Command in Europe. 

He succeeded General Eisenhower. General Eisenhower was the 
first one appointed in late 1950 and agreed upon at the Brussels meet- 


ing in December of 1950. He established SHAPE headquarters in 
April 1951. 
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This became operational with the establishment of General Lisen- 
hower’s headquarters at SHAPE in April 1951, which was just 2 
years ago. 

The other commander is the Supreme Commander of the Atlantic 
Forces, a command set up later than SACEUR, and is presently 
headed by a United States commander, Admiral McCormick. 

Shortly after the North Atlantic Treaty came into being, in the 
spring of 1950, the Military Committee, working with its Standing 
Group, developed an overall strategic plan that has come to be fairly 
well ae n as the MTDP, meaning the medium term defense plan, 

(Discussion off the record.) 

Mr. Nasu. The military task is a defensive task. It is a defensive 
mission. The job of the NATO military forces under the NATO 
treaty is one of deterring Soviet aggression, and if aggression should 
occur, despite the attempts to deter it, a force expected or hoped to be 
adequate to deal with the aggression. 

It does not have an offensive mission. That is important in the way 
of the philosophy of NATO. It is a defensive organization. It was 
a defense against aggression. That was the underlying impression of 
this overall strategic concept that is the basis of all of our military 
force planning and military buildup that we are talking about this 
morning. 

To take that strategic concept and translate it into specific numbers 
of divisions, airplanes, and ships. That was a task that went forward 
in the fall of 1950. Out of that was developed what is called MC— 
meaning Military Committee—MC 26/1. That is the identification of 
this military requirement study. 

MC 26/1 is the present basis of our military force planning. 

That, as I say, took the strategic concept of the MTDP, of May 
1950, and developed it into military requirements—I emphasize the 
word “requirements.” 

It is what our military experts voice is necessary to carry out the 
mission, which, I repeat, is a mission to deter aggression and, if aggres- 
sion should occur, to be able to defend and resist successfully. 

After the organization of General Eisenhower’s headquarters at 
SHAPE, in April 1951, he and his planning staff put together their 
own idea of what is required in the way of ground See to carry out 
his mission as Supreme Allied Commander of European Forces 

(Discussion off the record.) 

Mr. Smiru. That was in 1951? 

Mr. Nasu. This report was submitted by General Eisenhower in 
October 1951, 4 or 5 months after SHAPE Headquarters was estab- 
lished. 

Mr. Surru. As you recall, that was after the subcommittee from 
our committee was over there. 

We were there in June, were we not Boyd? 

Mr. Crawrorp. June 1951. 

Mr. Provry. How many planes is that? 

(Discussion off the record. ) 

Mr. Nasu. On the side of air requirements, as long as that question 
has been raised, the air requirements were developed initially in the 
spring of 1951, in Paris by the Air Chiefs of Staff of the United 
States, the United Kingdom, France, and Canada. 
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Those four. It developed what is called “the Paris plan.” Both 
the so-called Paris plan which was developed in the spring of 1951 
and General Eisenhower’s plan which was submitted in the fall of 
1951 were taken together with the Navy’s recommendations—and I 
may as well round out the picture by giving the naval story. The 
naval requirements were worked out by five regional planning groups. 
They got going ahead of the air and the ground, they got going in 
1950. Before the establishment of the two commanders, SACEUR and 
SACLANT, there were 5 regional planning groups, 1 for the Cana- 
dians, and the United States, 1 for the Atlantic, 1 for Northern 
Europe, 1 for Southern Europe and Western Europe. 

Those five submitted their total Navy requirements and the total 
of those was the sea-power element which added to the air require- 
ment developed in this so-called Paris plan and added to General 
Eisenhower’s plan submitted in the fall of 1951, after being analyzed 
and reviewed by the standing group, and the military committee, 
came out approved by the military committee as MC 26/1. 

MC 26/1 was approved by the Military Committee at Rome in the 
November meeting of 1951, and was submitted to the Council, the top 
body, the NATO Council of Ministers in Februar y 1952. 

This is a very important point. The ministers accepted MC 26/1 
as the advice of their military advisers as to what, in the oer 
of the military advisers, would be required to carry out the military 
mission. 

Namely the defense of Western Europe against aggression. 

The task of the ministers was to determine what could be done to 
accomplish or fill the requirements developed by their military ad- 
visers. Their job was to set this concept that we call force goals. 

[ want to make the distinction between the concept of military 
requirements and the concept of force goals. 

(Diseussion off the record.) 

Mr. Nasu. How could you get hold of the thing? You could not 
do it all at once. How to make a start to, was the job of the ministers 
themselves, the representatives of the NATO partners. 

So, in Ottawa, the NATO meeting in Ottawa in the last part of 
September 1951, established a committee which came to be known 
as the Wise Men, the Three Wise Men, chaired by Mr. Harriman of 
the United States. The other two countries being the United King- 
dom and France. 

The technical title of the committee was the Temporary Council 
Committee, the TCC, but colloquially it came to be known as the Three 
Wise Men. 

Their job was to study the economic and political capabilities of 

he NATO partners to see how much of these military requirements 
the countries could undertake to raise, how to distribute these re- 
quirements, how many of these divisions is France to raise, how many 
of these aircraft is the United Kingdom to furnish, and in what in- 
crements year by year. 

That temporary committee—let me refer to it as TCC, if I may, 
which is synonymous, or if I slip into it, as the Three Wise Men— 
operated right through January 1952. 

What they did was to analyze the national gross income yield of 
each one of the NATO countries and to determine as best they could— 
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and they had a great deal of expert testimony—I appeared before 
them in November of 1951 to lay out the United States contribution 
what was the maximum defense effort that each of these NATO 
countries was capable of without unduly burdening its economy, be 
cause it would not be useful to go ahead and put on these countries 
a defense effort that would bankrupt them. 

That is the tightrope that NATO has been trying to walk ever 
since it got legs to walk on. 

How far could you go and how fast could you go—and I must keep 
emphasizing the time “element in this thing—how far could you go 
oat how fast could you go in building up the defenses of Western 
Europe without bankrupting the countries or without the United 
States having to take on an even bigger chunk of the load. 

Now the recommendations of the TCC were laid before the NATO 
Council of Ministers in Lisbon in February 1952, and with modifi- 
cations were approved as what the countries could be expected to do 
by the end of calendar year 1952, the so-called firm force goals; and 
further agreement with respect to what they should shoot for by the 
end of calendar year 1953, which were called provisional goals, to 
distinguish them from the firm commitments the countries took with 
respect to 1952 forces; and further, with respect to 1954, planning 
goals for those long lead-time items like aircraft, which if you wanted 
by the end of 1954, you would have to get under contract pretty early 
in 1952, because it takes 18 months to 24 months to build aircraft in 
this country and longer, of course, in Europe, where the industry is 
just beginning to get going again. 

Now I come to the chart that shows the comparison of where they 
were before Lisbon and what they agreed to do at Lisbon. 

Let me emphasize this again. What they agreed upon at Lisbon 
was that they would take on and permit their countries to raise a 
certain increment of this overall military requirment. 

(Discussion off the record.) 

(A chart entitled “Build-up of NATO Army Divisions” was 
referred to.) 

Mr. Nasu. Now in 1950, they had some forces. I want to point out 
two things on this chart: If you will note that we go through 1950 
and 1951 in two classes of forces: D-day, and D- plus- 90, D- day is 
the day that the fight begins. It is the day the balloon goes up. And 
forces listed as D-day forces are forces expected to be on 1 the line, guns 
in hand, ready to shoot. 

D-plus-90-day forces are so-called reserve divisions that have their 
equipment ready and they can be mobilized and brought up to the 
front line at various times during a total period of 90 days. It would 
take 90 days to get them all up there. 

You will note the 1950 and 1951 are in terms of D-day and D-plus 
90. But when we move over to the first year the countries made firm 
commitments on, 1952, they have shortened the time that the reserve 
divisions have got to get up on the front line and get firing. 

D-plus-30. That is a very important qualification. If we were 
still on a D-plus-90-day basis, that red column, the third one, would 
be well above the top of the chart. 

But, the D-plus-30-day concept is what we are going on in de- 
scribing NATO forces as agreed on in Lisbon. 
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The second thing and most important to note in this chart is that 
there is a qualitative evaluation with respect to the forces that have 
been attained as of the end of the calendar year 1952. That pink or 
whatever color you might call it at the top of that red column repre- 
sents divisions that are in being by which General Ridgway by a 
personal inspection and e\ valuation does not regard as being fully 
effective. 

They have not completed all of their training or they have not got 
all of their equipment or they have not in one way or another got 
themselves to where he would say they could get on the line in “30 
days and be ready to fight. 

There is no such qualitative evaluation with respect to either the 
1950 or the 1951 forces. 

So those two points are important in evaluating this comparison of 
buildup. 

(Discussion off the record.) 

Mr. Proury. When you refer to front-line troops, do you refer to 
the blue? 

Mr. Nasu. I refer to blue and red, the only difference being that 
the red ones are inactive divisions. The men are reserves that get 
called up on D-day and it takes them overall 30 days to get on the 
front line. 

Mr. Smiru. Let us stop at this point. I think there might be ques- 
tions. 

Mr. Nasu. I am going on from here to the Air and then to the Navy 
so I think it would be well to speak to the division picture before we 
go on to the other two. 

Mr. Vorys. Just to refresh my recollection, I got hold of our testi- 
mony in the last year 

I asked General Gruenther—now wait a minute. First, are these 
fiscal years or calendar years ? 

Mr. Nasu. They are calendar year 

Mr. Vorys. In December 1951, a sie of us from this committee 
were in SHAPE and General Eisenhower said to us, 

As I stated to General Gruenther, I have 28 divisions, 24 ready to go. Under 
Montgomery’s grading system that would equal 19. 

He added that was not enough. Mike Mansfield was there, and 
Mrs. Kelly was there because she comes into this colloquy. 

General Gruenther went on, and I am going to skip some of it. I 
am just trying to refresh my recollection and refresh my own con- 
fusion on it. 

In the first place, in talking about 1951, without trying to read this 
over, General Gruenther did not say anything like 24 ready and 30- 
odd at D- plus-90. 

Mr. Nasu. I thought that is just what you read. He said 24 or 26, 
which Field Marshal Montgomery evaluated 19 as being fairly 
effective. 

Mr. Vorys. That was in the fall. That was General Eisenhower 
talking to us in December, I think it was, of 1951, and he said that we 
have about 24 that equal about 19. 

(Discussion off the record. ) 

Mr. Vorys. General Gruenther and General Eisenhower as of 
December 1951, were not talking about anything like 24 plus 30-odd 


divisions; were they ? 











30 MUTUAL SECURITY ACT EXTENSION 


Mrs. Ketuy. No. 

Mr. Nasu. Mind you, Mr. Vorys, that the red includes also the blue, 
By that I mean you have not got one on top of the other. 

‘Mr. Vorys. You have not? 

Mr. Nasu. No, sir. You did not have 25 blue divisions and then 
50 red divisions. I think the chart is misleading in that respect. 

Mr. Vorys. It certainly is to me. 

Mr. Nasu. That chart is misleading in that respect. The total 
number of divisions set for Lisbon were 50 divisions. That would 
come out there at the last column. The effort here was to try to make 
this important distinction between front-line divisions on the day the 
battle breaks out, D-day. 

Mrs. Ketiy. Will the gentleman yield ? 

Mr. Vorys. I yield. 

Mrs. Ketiy. I think the red that you are speaking of there, 
D-plus-90, in 1951, I believe that was the 25 goal he was speaking 
of, then, and the D must have represented the actual 19 he was 
talking of. 

(Discussion off the record.) 

Mr. Nasu. The trouble with all this thing in the previous testi- 
mony is failing to make a distinction between a D-day division and 
a D-plus-30. If I do nothing else this morning I would like to drive 
that one home so we know what we are talking about. 

The 50-division concept at Lisbon was never made clear to the 
public, that half of those divisions were supposed to be ready to fight 
right now—active divisions in being right now—and the other half 
would be able to fight within 30 days of the beginning of war. I am 
sorry that the chart is misle: iding and that you thought the blue was 
added to the red. The red includes that number of ‘divisions and as 
Mrs. Kelly suggests it would be better if we carried the blue line right 
across. We will make that change for any future use of the charts. 

(Discussion off the record.) 

Mr. Nasu. They did not break it down into jet aircraft and piston 
aircraft. 

How did they come out at the end of 1952? I pass over July and 
December 1951 of what aircraft they had. There is no qualitative 
evaluation of those aircraft and it is just to give you some order of 
comparison with the buildup in 1952. I think from here on we would 
do well to see just where we stood at the end of 1952 and prepare to 
build up from then on, because we do not have any firm data. There 
was not,any SHAPE ‘organization to evaluate what these countries 

said they had on hand in terms of worthy aircraft really able to fly; 
did they have the pilots and mechanics to keep them in the air? We 
do not have that information as of the earlier years, 1950 and 1951. 
But we do have a critical evaluation of their effectiveness at the end 
of 1952. We have the same evaluation made for the air as I have 
just explained to you was made by General Ridgway for the ground 
forces. 

(Discussion off the record.) 

Mr. Vorrs. Do you have handy there a chart of total NATO air- 
craft against which this aircraft of 2,698 shipped would apply ? 

Mr. Nasu. Could I see that chart a minute, Mr. Vorys? The 2,698 
renresents total Air Force aircraft shipped as of January 31, 1953. It 
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includes both piston and jet types, and transport and training aircraft 
in addition to combat planes. 

(Discussion off the record.) 

Mr. Vorys. What I wondered was about the statement of things 
being shipped there. It is 2,698. 

I just wondered whether we could determine what that was a con- 
tribution to. 

Mr. Nasu. This includes all types of planes. C-47’s, and the great 
bulk of them. F-84’s. 

This speaks of January 31, 1953. It speaks of shipments and we 
are talking about planes on the front line. I do not have with me 
any chart that would show just where all these other planes that have 
been shipped actually are. They are in various stages of being worked 
into active forces. 

Mr. Vorys. Some of them may be broken up or worn out and every- 
thing else. 

Mr. Nasu. There has been attrition on some. 

[ would be glad to try to break that down for you. It takes a long 
time to take a delivered aircraft and have it be a front-line aircraft 
with a trained crew. 

Mr. Vorys. The chart is entitled “Key MDAP Statistics.” I 
thought aircraft shipped was an important item. However, when 
we go over it here it is of no significance because we cannot find out 
where it fits in at all. 

Mr. Nasu. What we are trying to address ourselves to here is what 
forces we have to meet the enemy if the balloon goes up today. You 
are talking about apples and pears. 

We also have a number of planes that have been shipped to Indo- 
china and Formosa and a small number to Latin-American countries. 
It can be broken down for you if you want a reconciliation of the 
figures but what I am addressing myself to this morning is how close 
we came to effective units not just furnishing the equipment. You 
have to have bases, men, and equipment in order to have effective 
forces. 

We will turn to the Navy now. 

(A chart was shown entitled “NATO Naval Forces Build Up (Less 
Greece and Turkey )”.) 

Mr. Nasu. The overall total of vessels we spoke of as being the Lis- 
bon goal has to be broken down between major and minor vessels. 
Otherwise you get into the old story of rabbit stew, 1 horse and 1 

rabbit. 

What we have here is major vessels, we mean by that everything 
from aircraft carriers down through destroyer escorts. We classify 
as a major vessel from a destroyer escort up. Minor vessels includes 
smaller vessels of the greatest importance, such as mine sweepers, 
mine layers, motor torpedo boats, and patrol craft. I might under- 
score the importance of the mine sweepers as being one of the most 
important parts of our program. The furnishing of mine sw eepers. 

(Discussion off the record.) 

Mr. Nasu. You can look over at the earlier columns by way of see- 
ing what has come in in the way of buildups since 195u ‘and 1951. I 
want to emphasize that there again there is no qualitative evaluation. 
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You see the column of D-plus 180 is higher than that set at the Lisbon 
goal but those are in reserve. They are all kinds of cats and dogs 
and in various states of ability and what Lisbon set was effective ves- 
sels and those that could be made effective at D-plus 180. That in- 
cludes bringing in existing vessels and getting them properly fitted 
out, rehabilitated,and manned. New ship construction does not figure 
materially in the buildup of these major combat vessels. There has 
been some slight buildup in the minor vessels but it takes quite a long 
time to build even a smal] vessel, like a mine sweeper. It takes 2 years, 

Are there questions on that, Mr. Chairman ? 

Then we can take the last chart, the minor vessels. 

(A chart was shown entitled “NATO Naval Forces Build Up (Less 
Greece and Turkey) Minor Vessels”’. ) 

Mr. Vorys. With regard to the major vessels, the goal has been 
met ? 

Mr. Nasu. Yes. 

(Discussion off the record.) 

Mr. Carnanan. I would like to see the ground chart again just 
briefly, please. 

(Chart No. 1 entitled “Buildup of NATO Army Divisions (Less 
Greece and Turkey)” was referred to.) 

Mr. Nasu. Is there any question on this? 

Mr. Carnanan. No; | just wanted to see those Lisbon goals again. 

Mr. Nasu. If there are no questions as far as I have gone, Mr. Chair- 
man, the last point that needs to be stated to give the complete picture 
of what was accomplished in 1952. has to do with the problem of what 
is called by this fancy word “infrastructure.” I do not want to bore 
the committee by going into a long dissertation on infrastructure, but 
I do want to emphi size that for too long a time people did not pay 
enough attention to the importance of having the facilities, bases, 
barracks, communications, signals, jet fuel lines, all those things that 
you need in the way of physical facilities. 

Mr. Smrrx. Who do you mean by “people”? 

Mr. Nasu. Everybody. But I am speaking principally of the 
NATO members. I am speaking now of a point that has had a good 
deal of publicity about it, particularly at the December meeting, about 
the difficulty that the ministers had in negotiating a cost-sharing pro- 
gram—what it costs to build these facilities. It was a problem at the 
Ottawa meeting in September 1951; at the Lisbon meeting in February 
1952; at the Paris meeting in December 1952. We hope 1 it will be less 
of a problem at the Apr il meeting that is coming up next month and 
we hope at that April meeting to have pretty much gotten it com- 
pletely on the track. 

Here is why it has been a problem. The cost sharing of infrastruc- 
ture has come up for the ministers’ determination at a time subsequent 
to the fixing oe voting by NATO parliaments of defense budgets, and 
in their planning they did not put into their budgetary requests of 
their various parliaments what they would need in the way of funds to 
finance this construction work. It has always been a case of trying to 
squeeze out of a budget that is already pretty tight, enough funds to 
2 care of that very prime requisite of the construction work neces- 
sary to provide the facilities. 

Now at the December meeting, the ministers addressed themselves 
to that problem eloquently and at length, in terms of dealing with first 
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things first. It is no use building aircraft and training pilots if you 
are not going to have a requisite number of bases to fly from. It is no 
use having divisions deployed throughout Europe if they do not have 
the requisite conimunications to communicate with one another. It is 
no use to have the aircraft if you do not have jet-fuel-supply lines, 
and so on. 

[ need not go into that further. 

You have to provide—and it has a long lead-time factor in it—it 
takes a long time to build a telecommunications system or a pipeline or 
an airbase, and you have to plan for it in advance. 

(A chart was shown entitled “NATO Infrastructure-Military 
Construction”. ) 

The whole infrastructure program has been presented in slices, bite 
by bite, as have the forces: The total military requirements in terms 
of forces are dealt with in terms of an annual increment. 

(Discussion off the record.) 

Mr. Nasu. What we will do at the NATO meeting in April, what 
we started back in December, will be to see how much of a further 
bite in forces can be accomplished by the end of 1954 or 1955. And we 
hope next fall at still another NATO meeting they will determine what 
bite they want to take to have accomplished by the end of calendar 
year 1955 or 1956. They have done the same thing with respect to 
infrastructure. Infrastructure has been presented in terms of three 
slices. You will find on the chart a first, a second, a third, and a fourth 
slice. The first slice of infrastructure was something that those 5 
countries that formed the Western Union in March of 1948, United 
Kingdom, France, Belgium, Holland, and Luxembourg took on in 
common. The United States was not in the picture at that time be- 
cause NATO had not yet come into being. 

That first slice came to $92.4 million and those 4 countries bore the 
cost of that. It consisted mostly of airfields. A number of the airfields 
were in existence, but had to be rehabilitated from World War II. 

The first time the United States came into the picture of infrastruc- 
ture was at Ottawa in September 1951, and there the program con- 
sisting principally of more airfields in Germany and in the NATO 
countries—principally France—and a telecommunications system in 
France, came to a total of $221 million. The cost-sharing of the $221 
million second slice was split up between the United States, the 
United Kingdom, the Netherlands, France, Canada, and Belgium- 
Luxembourg. 

Mr. Vorys. Does cost sharing include the cost of the land? 

Mr. Nasu. No, sir. 

Mr. Vorys. In no case? 

Mr. Nasu. In no case does the cost sharing include the cost of land 
or the cost of utilities connected with the land—roads and sewers and 
gas lines and whatever it may be. They are already there in place. 
The so-called host country, the country where the facility is being 
constructed, has to furnish that and bear the cost of it and this is an 
important thing to bear in mind because this is mostly not Government 
property that is being used for these facilities; it is privately owned 
property that has to be taken under what we would call “eminent do- 
main,” and it has to be paid for by the Government who takes it. That 
second slice, $221 million, added to the first slice of $92 million comes 
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to a total of $313 million and the United States—of the first 2 slices, 
the United States agreed to take on the cost of $106 million. That 
came out at 34 percent, computed on the total cost of the first and 


second slices. And looking only at the cost of the second slice alone, 
it came out at 48 percent. 


Mr. Vorys. How was that? 

Mr. Nasu. The first slice of $92 million, the second slice of $221 mil- 
lion comes to a total of $313 million and of that $313 million the 
United States agreed to pay $106 million, which percentagewise is 34 
percent of the cost of the first 2 slices; it is 48 percent of the cost 
of the second slice alone. 

At Lisbon, the third slice—and I emphasize again, it comes along in 
annual increments; it comes to us from SHAPE. SHAPE lists its re- 
quirements, what it thinks it is going to need in a year or 2 years hence 
for the forces expected to be in being at that time. 

The standing group of the military committee review it, screen it, 
and cut it down, and then submit the figure to be chewed up by the 
ministers in the way of cost sharing. 

What they chewed up at Lisbon was a third slice which is shown on 
the chart there, of $425 million. That was split up among all the 
NATO countries except Turkey and Greece who had just come in 
there at Lisbon for the first time and Portugal who had no infra- 
structure. 

(Discussion off the record.) 

Mr. Nasu. In the $425 million, the United States agreed to take on 
$182 million, or 43 percent. 

The fourth slice negotiated at Paris last December, broken down, is 
in 2 pieces: $230 million to which the ministers addressed themselves 
at Paris in December and left an additional $187 million to be agreed 
to subsequently. The United States agreed to take on $92 million 
of the $230 million agreed upon at Paris, or a percentage of 40 percent. 

Now where we stand therefore as of the present time is agreed cost 
sharing for a total of $968 million. Of that total the United States 
has agr reed to pay $380 million and that percentagewise comes out at 
39.2 percent, rounded off at 40 percent which is the percentage that we 
stand on for negotiating purposes and intend to continue to stand on. 
No more than 40 percent. 

On the side of physical construction, I think in terms of a general 
statement it is fair to say that over the 3-year period—2-year period, 
really, speaking of the program starting with the establishment of 
SHAPE in April 1951—we are from 10 to 12 months behind. 

The construction of the airfields got off to a slow start for a number 
of reasons. It took an awful long time in some cases to get the land 
that we wanted. Usually you want the land that is the choicest. Fre- 
quently its location for strategic purposes puts it right in the center 
of some of the best agricultural land—in Europe people hate to give up 
land as you well know and it is always a dificult proposition to get 
the precise site that you want. 

Secondly, we ran cng the difficult problem of taxes. The imposi- 
tion of taxes by these NATO countries on our construction work, 
on our materials and so on was something that we addressed ourselves 
to a year ago December. This is one of the things I would like to 
brag about a little—not personally, but I mean in terms of an effort 
of the United States. 
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A negotiating team was sent over to parcpe in January 1952 and 
succeeded in securing the agreement of the NATO countries to lift 
the taxes on our construction work, on the materials, and the whole 
long list of very complicated technical taxes. They did an excellent 
job. In about 6 weeks they secured the bulk of agreements. More 
agreements have been added since, but I can say to the Congress that 
with respect to the construction of infrastructure—NATO infrastruc- 
ture work—the tax problem is not a problem any more. 

It took us some time to work it out but there is one area in which 
the NATO countries have, I can say, cooperated very well and in a 
very difficult area. This tax picture in our area alone is complicated 
enough but when you get into some of these European countries it is 
almost beyond understanding. 

On the side of physical construction we have made up a good deal 
of the lost time. It got off toa very slow start, it took some time to get 
onstruction companies located who could do a good job, some of them 
were not experienced in the work and had to do ‘their work over again. 
Here is where we stand as of the end of 1952, after all the projects 
in the first slice are fully completed. 

(Discussion off the record.) 

Mr. Nasu. As a concluding note on it, it is our aim at the Paris 
meeting in April to see if we cannot get the countries to agree and 
see if SHAPE would not come up and give us for our October meeting, 
the balance of the infrastructure program. 

They will tell us how much more they think is needed in the way 
of physical facilities and give the best estimate of its cost so that 
governments can plan budgets i in advance that will take into account 
the cost of infrastructure. 

The program to date involves as you see there, $968 million. I 
would hesitate to give the committee at this juncture, how much more 
they are going to tell us it will require to complete the job, because 
you see that involves a decision on what further forces are going to be 
brought into being. It is particularly important on the side of air- 
fields. 

(Discussion off the record.) 

Mr. Nasu. We hope we can get a cost-sharing agreement to that in 
October and then you will have the infrastructure part of our NATO 
force buildup taken care of. 

Mr. Smrru. You will have to get a buildup, won’t you ? 

Mr. Nasu. We will. By that, Mr. Chairman, I am talking about 
an agreement that will wind the thing up. It will be more than just 
an annual increment, That will be in effect, probably taking a 2-year 
program and getting it agreed to so that you can plan ahead and 
budget ahead for it, that is the important thing, and not have it 
treated as has been the case heretofore, as a sort of the tail on the dog 
coming along after you have been working on the dog itself, when 
in fact it is really the legs of the dog. It is the part upon which the 
dog travels. 

Mr. Sari. Is it safe to say that when we reach the present objec- 
tives of the NATO goals, that when we hit those targets, that that 
will be about the limit and then the program is to develop your re- 
serves behind that program ? 
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Mr. Nasu. That is the principal problem, Mr. Chairman. That is 
what I think General Ridgway will concentrate his attention on when 
he comes before the committee, to tell you what is needed in the way of 
the backup for these divisions. 

This is something with which he is very concerned, particularly 
on the side of the ammunition reserves which is a problem as you 
know, around the world. He will concentrate his attention on it. 
What he wants is effective frontline forces. He is more interested in 
the effectiveness of them than he is in just numbers. 

He says he wants to get rid of this numbers racket. There is no 
magic in what he calls window dressing divisions. What he wants 
to be able to say is, “The divisions I am talking about are divisions 
that can fight on the frontline and fight for such and such a period. 
I do not want them to fight for just 1 day or 2 days or 3 days. I want 
them to have the stuff to fight with for 60 or 90 days, which is what is 
estimated will be necessary until reserve replacements could be 
secured.” 

On that he secured the agreement of the North Atlantic Council in 
December. They agreed that from here on, what we will concentrate 
on—I would just like to read this one paragraph—if you will put 
that chart on entitled “North Atlantic Treaty Organization”—the 
military committee reported to the Council as follows: 

(Discussion off the record.) 

Mr. Nasu. Now, that being the guideline that the Military Com- 
mittee gave to the Council at its interim meeting in Paris, they came 
out with this conclusion, this guideline for the determinations that 
have to be made in April. 

(Discussion off the record.) 

Mr. Nasu. Now, on that note, I would like to conclude by repeating 
what I started out with and that is that the military have set military 
requirements and the job of the NATO Council, the Ministers them- 
selves, is to see how much their nations are willing to take on in the 
direction of meeting those military requirements. 

(Discussion off the record.) 

Mr. Vorys. Who is it who figures that there will be half a billion 
dollars more needed for infrastructure? 

Mr. Nasnu. Nobody has figured that out yet, Mr. Vorys. That is 
right off the top of Nash’s head. 

I am guessing. SACEUR may come out with a recommendation. 
For building expenses, I need jet fuel lines and I need radar nets, and 
so forth, which will be included. Not just airfields, but also the things 
necessary to make airfields fully operational. That is just a guess off 
the top of my head and maybe it would have been better had I not 
thrown it at you, but I wanted to give you some sort of a feel as to the 
end of the road figures. 

Mr. Vorys. I got a feel out of that. 

Mr. Nasu. Probably SHAPE would scream and say that probably 
is not nearly enough. 

(Discussion off the record.) 

Mr. Nasu. I want to emphasize something that I should have 
brought out earlier, that a good part of this total infrastructure pro- 
gram has to be met on a national basis, barracks and all that sort of 
thing. It is only common-use facilities that we are talking about in 
this infrastructure program. Facilities that a number of NATO peo- 
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ple will use. Anything that is ascribable to a nation’s forces, they have 
to finance for themselves. 

But because General Ridgway would fight his planes off all the 
fields—you cannot say that the fields in France should all be financed 
by France, because we have a lot of United States forces on those fields, 
now in peacetime deployment—if you can call these perilous times, 
peacetimes—but in times of war he will have to fight those planes on 
and off the fields no matter who may be on them in noncombat status. 
He has to push them around as operational requirements call for. 

The same thing is true with regard to communications, obviously. 
That belongs to the whole NATO force and not just to that country 
where they happen to be located. 

Mr. Vorys. For instance, on infrastructure, I have in mind a story 
an Air Force officer told me about a field in Bordeaux where the United 
States Air Force was encamped on one side of the field and there 
were empty French barracks on the other side of the field. 

Mr. Nasu. I saw that. I think we got those boys out of there before 
the cold weather came. 

Mr. Vorys. Why were they not in that empty French barrack? 

Mr. Nasu. Because they were supposed to be moved out of there 
very fast. 

Some of those French barracks go back to the days of Napoleon. 
They used to be stables in those days, and I think some of our boys 
would prefer to sleep in a tent than some of those smelly, unsanitary 
places. 

I would much prefer some of the winterized tents to some of these 
old, middle-aged barracks, 

Mr. Smrru. Are there any further questions? 

Mr. Carnanan. I have no further questions. 

Mr. Provutry. I would like to ask one question, Mr. Chairman. 

(Discussion off the record. ) 

Mr. Vorys. If nobody has a question, I want to make an observation. 
When you start off your history of this thing with March 17, 1948, in 
the future you might add this, as to who started this concept. In this 
committee an additional title for foreign assistance was prepared by 
our staff and by the State Department providing military aid to 
Europe on the basis that there was very little security to be accom- 
plished with the Marshall plan. Some of us thought there was no 
sense in having an economic buildup to create a richer prize for the 
Communists to take. 

On the morning of March 17, 1948, word came to this committee 
that President Truman was coming to the committee room immediate- 
ly after his speech on the floor, we understood to discuss this proposed 
title which was drafted and copies of it are here available. And so 
the committee rushed up here to the committee room immediately 
after the President finished his speech and we were sitting here wait- 
ing for the President and some newspaperman came by and said, “Is 
the committee having a meeting now?” Somebody leaked it to him 
and said, “Yes, the President is coming up here right now.” This 
newspaperman said, “Well, that’s a funny thing, I saw him go out the 
back door of the Capitol 20 minutes ago.” 

Now that is the end of the story. Those are facts that can all be cor- 
roborated by committee records and staff records. 
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I have repeatedly called the attention of the House to these facts 
that I have just mentioned. 

So, on the general concept, it did not start with the Vandenberg 
resolution as far as Congress is concerned. It started with a proposed 
title to be placed in the Marshall plan and communicated to the execu- 
tive branch and with that much of a communication back. 

I did not know whether you knew that. 

Mr. Nasu. No, sir, I never knew that. 

Mr. Vorys. Your story about NATO starts in 1950 or 1951. With 
this committee, NATO starts in the fall of 1949, when we were told 
what NATO was going to do and what our part of it was going to be. 

Now it has changed so very much since then—the statements as to 
what we were to do and what others were to do has changed so much 
and so often since then that some of us wonder. We do not think 
we are confused. We think those who have been talking to us are 
confused. 

(Discussion off the record.) 

Mr. Nasu. No, sir, that is not the answer to that and I am not going 
to give you the answer to that. I am going to let General Ridgway 
come before you and this committee and tell you what he can do with 
the force he has and expects to have by the end of 1953; how much of 
a job he thinks he can do with all of the things at his command. 

Now please, in comparing the relative strengths of air power, do 
not forget the air power that the United States has in the event a 
conflict in Europe comes into play. Do not forget the accomplish- 
ment of atomic power that is possible now, in an area that we feel quite 
confident at the present time the United States has a substantial 
margin of superiority. 

(Discussion off the record.) 

Mr. Nasu. I tried to be a little more subtle about it in kicking this 
statement off when I ascribed it in large part to Senator Vandenberg. 
The fact of the matter is that Senator Vandenberg—and on the basis 
of the additional history you have given us today—this committee 
is in large measure the father of the program and General Eisen- 
hower in his capacity as the first Supreme Commander in Europe, 
gave it the strength to get up off the ground and begin. 

I say in conclusion that in terms of 2 years—which is all that it is 
in the time when he went to Europe—only 2 years—is something that 
we do not have to be pessimistic about. 

Mr. Vorys. Is it your purpose to go into offshore procurement ? 

Mr. Smiru. We had not planned to today, no. 

Mr. Nasu. I will be glad to come back and talk to you about it. 

Mr. Vorys. Are there any contracts now in force for procurement 
of ammunition in Europe? 

Mr. Nasu. Yes, sir. $750 million. I should qualify that this way: 
$200 million were placed in the way of ammunition contracts in Eu- 
rope last year, 1952. Approximately $550 million of contracts have 
been, and are now being placed in Europe. 

Mr. Vorys. Not “are now being.” 

Mr. Nasu. Let me tell you what that means. 

Mr. Vorys. I am allergic to “obligations.” 

Mr. Nasu. $300 million of authorization was placed in the hands of 
our Army procurement officers in December. They put out com- 
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petitive bids for all the NATO countries over there. It took 60 days 
for those bids to come in and be analyzed. General MacMorland came 
back here with the results of those bids about 3 weeks ago and we 
approved his going back to Europe to eee contracts and we hope 
he has those contracts pretty well placed by now. 

Mr. Vorys. Does that inc ‘lude the 200 that you have already placed ? 

Mr. Nasu. No, it would be in addition, making a total of $750 mil- 
lion. $200 million has been in process from 6 to 8 months. 

Mr. Vorys. When you say, “in process” does that indicate there 
has been any money spent? 

Mr. Nasu. There has been some money spent. 

Mr. Vorys. In other words, you have a firm contract with a known 
person ? 

Mr. Nasu. We have gotten deliveries. We have, therefore, spent 
money. But I want to say on that—because you will probably want a 
lot more details on it when I come back to give you the whole offshore 
procurement program—it takes some time for these countries abroad 
to get into production and the amount of actual deliveries to date, I 
would not say were enormous. 

Mr. Smiru. I might say to the committee that that problem that Mr. 
Vorys has just me ntioned is one of our four points that we are con- 
sidering. 

We have had NATO objectives, the offshore procurement, and also 
the question of what they are doing in Europe to produce for the pro- 
gram. We can have that information at a later date. 

I think that is all then, thank you, Mr. Secretary. 

(Whereupon, at 12:10 p. m., the subcommittee adjourned to recon- 
vene at the call of the chairman.) 
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WEDNESDAY, MARCH 25, 1953 


Howse or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D.C. 

The committee met, pursuant to call, in room G-3, United States 
Capitol, at 2:30 p. m., Hon. Robert B. Chiperfield, chairman, 
presiding. 

Chairman CuirerFreLp. The committee will come to order. 

We have before us this afternoon, the Honorable Harold E. Stassen, 
Director for Mutual Security and the Honorable Livingston T. 
Merchant, Assistant Secretary of State for European Affairs. 

Mr. Stassen, we will be glad to have you proceed in any way you 
wish. We are glad to have you back. 


STATEMENT OF HON. HAROLD E. STASSEN, DIRECTOR, MUTUAL 
SECURITY 


Mr. Srassen. Thank you, Mr. Chairman. I appreciate the oppor- 
tunity of meeting with you and I would like to consult with you and 
discuss with you a bit this afternoon, the questions of European organ- 
izations, European economic integration, and I am pleased that the 
chairman agreed that Mr. Livingston T. Merchant, Assistant Secre- 
tary of State for European Affairs, who has been the Deputy for 
Political Affairs in General Draper’s office in Paris, could be here and 
he will follow through on certain aspects of the EDC situation and 
certain things on the political side as related to the economic side. 

We are emphasizing through the Mutual Security organization 
that we are the rs toma agency in the economic field taking our 
foreign policy guidance from the Secretary of State and our defense 
policy guidance from the Secretary of Defense and the Joint Chiefs of 
Staff and are operating in a coordinated way to implement those 
policies. 

It is in both that spirit as well as in our actual conduct of our offices 
that we appear before you here jointly. 

I am pleased to report in the first instance to the committee, that 
there has just been concluded in Paris what I would consider to be a 
highly successful meeting of the Organization for European Economic 
Cooperation. This OEKC session has resulted in what we consider to 
be very constructive results for the overall objectives of our country 
and of the free nations. 

We are aware that the combined economic strength of the free na- 
tions is both the underpinning for the progress of the peoples and 
the military defensive strength. 
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OEBC—April 16, 1948: On this date 16 CEEC members plus the occupying 
powers for Western Germany signed an agreement establishing OPEC (June 
1950 United States and Canada became associate members). 

NATO—August 24, 1949: The date North Atlantic Treaty entered into effect 
with deposit of necessary number of ratifications. 

Council of Europe—May 5, 1949: The date on which the statutory agreement 
setting up the Council of Europe was signed by the 10 original members. 

EPU—July 1, 1950: The date on which the accounting period for EPU com- 
menced. On September 19, 1950, the actual EPU agreement was signed by re- 
spective members making retroactive to July 1, 1950, the accounting period. 

OSC—July 25, 1952: The date of ratification of the Coal-Steel Community. 

BDC: No date is given because the EDC has not yet been ratified. On May 
27, 1952, the EDC Treaty was signed by the six nations. 

Mr. Strassen. This is what we have in mind in the different organi- 
zations. 

You see, the OEEC was the earliest organization for European 
Economic Cooperation, April 16, 1948. It has the entire group with 
the United States and Canada being associated members. Of course, 
the two dollar area countries are associate and not full members. 

NATO, as you there see, does not have Germany in it, it does not 
have Austria or Switzerland, Sweden or Ireland, but it does have the 
United States and Canada as full members, and not as associate 
members. 

The Council of Europe is the organization which Mr. Merchant may 
discuss a bit more with you, but it is in a relatively early stage of 
development. It does not have Portugal, it does not have Austria, 
it does not have Switzerland, but it does bring in Sweden and Ireland, 
who are not in NATO. 

The EPU has exactly the same membership as OEEC but it does 
not have United States and Canada as associate members. The 
European Payments Union, an organization of the nondollar nations 
is working together on a clear inghouse basis, and therefore the United 
States and Canada are not in it ‘but do sit in from an observation and 
cooperating standpoint. 

The Coal and Steel Community, and the EDC, have the six central 
or western European nations, France, Germany, Italy, Netherlands, 
Belgium, and Luxembourg. 

With this background, and the OEEC meeting just concluded, 
which had as one of its main subjects the European Payments Union 
and its continuation, we might look at the next chart which is the 
up-to-date status of this clear ringhouse approach, 

(A chart was shown entitled “European Payments Union” as fol- 
lows: a 

Mr. Srassen. This meeting that has just been held has renewed 
EPU for another year. This “European Payments Union chart shows 
the status of the clearinghouse operation between the OEEC members 
in their trade. 

Two observations can first be made. 

The top line is Belgium-Luxembourg, in the strongest position so 
far as its clearinghouse position is coneerned. In other words, they 

are exporting much more to the rest of the members than they are 
importing from them. They are getting a very favorable balance. 

This line is Germany coming up with their increased production, 
increased export to other countries and up into this position. 
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Here is the Netherlands, the third strongest on the plus side, and 
here is the whole group of others, Sweden, Italy, Portugal, Iceland, 
Denmark, Norway, Austria, Turkey, and Greece. There are slight 
variations. 

Here are the two other very significant things. Here is the United 
Kingdom. This was that long drop they had after the high point 
reached due to the great demand for their materials which resulted 
from the Korean war. After that they began to get into a weaker 
position. They were on their way down to this point in July and 
August of 1952 when the present Government of the United Kingdom 
put very tight restrictions on imports from the EPU members, in order 
to straighten themselves out. 

You see how their position has responded to those restrictions on 
imports and they have begun to climb back up. 

Now when they did this, and tightened up, it was hard on France, 
because it meant they began to take less goods from France. It was 
also hard on Italy, and Italy began to pull down. That is the direct 
reflection, the very tight restrictions, which the United Kingdom had 
to put on to stop that downward trend which had reached a very 
serious aspect. 

Now then as to this meeting just concluded. In the first place it 
continued for another year, on what we considered to be a very satis- 
factory basis, the European Payments Union, which, according to 
preeesi agreements, was to expire June 30. Secondly, it adopted cer- 
tain trade and tourist liberalization measures which we consider to be 
very constructive. The United Kingdom, having pulled up this way 
and being in a stronger position, eased up on their trade restrictions, 
vis-a-vis Italy and France, and therefore the trouble that Italy and 
France were having with their exports to the United Kingdom is likely 
to be decreased and the basis of their economic strength improved. 

Germany, who was pulling up in this very strong position also 
liberalized their import rules so that they will be taking more goods 
in from France and more goods in from Italy. Thus, these two 
countries will be given a chance to earn somewhat more in their 
overall European trade. 

Those two very marked liberalizations that came out of Germany 
and out of the United Kingdom then sparked a liberalizing approac sh 
on the part of others who were in a stronger position and thus could 
help those who were weaker in their trade position. The result has 
been that some of those participating in the conference have called it 
one of the most constructive conferences they have had since EPU 
and OEEC were established. 

Both the United Kingdom and Germany have liberalized their 
tourist allowances, meaning that a tourist going from these countries 
to Europe can spend a little more of his own money on his trip. That, 
of course, immediately means that France in its tourist season can 
earn a little more from the tourists who come in from Britain and 
the tourists who come in from Germany. 

And so can Italy during their tourist season. 

I think it might be interesting right at this point to comment on the 
way in which we have worked approaching this meeting. 
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The functioning of the European organizations and the economic 
policies that are involved have been the “subject of quite intense study 
by the administration since inauguration day and to some extent even 
before that. 

And, you will recall that when I returned with Secretary Dulles we 
had some discussion of certain aspects of these economic problems. 

What we did in the administration is that a little more than a 
week before this OEEC meeting we developed here in the administra- 
tion a combined position as to what we would like to see happen in 
the OEEC meeting. Then a joint message went from the Secretary 
of State, the Secretary of the Treasury, and the Director for Mutual 
Security to Ambassador Draper and his staff as to what we felt should 
be the United States position and what we would like to see come out of 
the meeting. We emphasize that it should be done without an overt 
display of American leadership or interference, that is, that we should 
do a constructive job and get the results without being in any ostenta- 
tious position. 

That has, in the conferences, worked out very satisfactorily. 

Three days before the meeting we sent a followup joint message 
from the Secretary of State, the Secretary of the Treasury, and the 
Director for Mutual Security on what our views then were on any 
further questions that had been raised in the staff work leading up to 
the conference itself. 

From the broader standpoint of the European economic picture I 
think you may recall some of the facts about defense burdens being 
carried and some of the other aspects of the situation. 

(A chart entitled “Defense Expenditures and Gross National 
Product, Dollar Per Capita,” was shown. (See p. 47.) 

Mr. Strassen. This shows the defense expenditures and gross na- 
tional product expressed in terms of dollars per capita. 

You will see that the tall gray columns indicate the approximate 
dollars per capita of gross national products in each of these countries 
You see our own country, of course, at the high point of $2,234 per 
capita gross national product. 

You see the United Kingdom at $781, France at $814, the total 
European NATO plus Germany at $588—that is an average. In the 
middle on the lower line of charts, the German Federal Republic at 
$630, and Italy at $349. 

The red bars show what part of that is being put into defense. You 
see our own participation at $313; the United Kingdom at $102; 
France at $93; the total European NATO plus Germany at $55; Ger- 
man Federal Republic at $41. 

You may recall from our earlier conferences that, as the occupa- 
tion declined and the German divisions were not yet formed, Germ: ny 
had a relatively light defense burden and has at the present time, 
which shows up in ‘this chart. Italy is $21. 
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Mr. Vorys. I notice your last chart is marked “Secret Security 
Information.” 

Mr. Srassen. I think this may well be downgraded. 

Mr. Smrru. Will this information be available to our committee ? 

Mr. Strassen. Oh, yes. We know you will respect the classification 
of anything that we have here that is classified. 

This chart gives a little different picture. This is the total budget 
expenditures and the defense expenditures as percentages of gross na- 
tional product. 

You, of course, realize that with our very high gross national prod- 
uct, we can be putting much more into defense or into Government, 
but this would represent a lower percentage of our total gross national 
product. 

This shows that the United Kingdom is spending the highest pro- 
portion of its gross national product for all governmental purposes ; 

3.7 percent is what they are putting in for all central governmental! 
purposes. 

You also have to make an allowance that some countries do things 
through the central government that other countries do through the 
city or the county or the State and that makes some difference. We 
also have to make those allowances. 

You can see that as to percentage of gross national product spent 
on defense, we are the highest. In defense related to total expend}- 
tures, we are the highest. 

The United Kingdom is next with 13 percent. France has 11.3 
percent. Germany in the center, below, 6.7 percent; Italy, 6 percent, 
and total European NATO plus Germany , 9.3 percent. 

This gives you some idea of the situation and the kind of burden 
they are carryin 

France is putting 29.7 percent of their gross national product into 
central government expenditures. When you relate that, of course, 
to the Indochina problem and its drain and you relate it to the fact 
of the relative instability of the French Government that becomes a 
very heavy burden on France. 

You also know, of course, that the United Kingdom has been talking 
about whether they can step up any from this present defense con- 
tribution in future years or whether they are at about the maximum 
amount they could carry under peacetime conditions and this reflects 
that kind of a situation. 

Just a little further perspective on the economic side will be shown 
in the next chart. 

Mr. Vorys. I wonder if you could secure for us a study of total 
Government expenditures. For example, Central Government ex- 
penditures in the United States would certainly not tell the whole 
story. 

Mr. Strassen. Do you mean get all central and local expenditures 
of the United States and others? 

Mr. Vorys. Unless you have the total burden of government, you 
do not have the answer. It is the total tax burden that is significant. 
Otherwise, you cannot compare it. 

Mr. Strassen. We can make an attempt at that. At the same time 
we will have to give you certain qualifying things that one country 
carries certain things as a government expenditure and other coun- 
tries carry it in a different way, but we will try to assemble something. 
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I feel in Mr. Matteson I have one of the best research men in 
the world—he has proven it. I will have him make an attempt to 
take gross government burden in each of these countries and then 
show it in relationship to the Central Government and in relationship 
to defense and we will send that up to you. 

(The information referred to is as follows :) 


Total governmental* expenditures and defense expenditures as percentages of 
gross national product 


United States fiscal years] 


1950-51 1951-52 


Govern- Defens« Govern- Defense Govern- Defense 

ment ex expendi- ment ex- expendi- ment ex- expendi- 

penditures tures penditures tures penditures tures 
versus versus versus versus versus versus 
GNP GNP GNP GNI GNP GNP 


Percent Percent ercent Percent Percent 
United States 21 i 26. 5 13.0 2 27.' 14.0 
United Kingdom 34 7 39. 3 10. 5 ‘ 13.0 
France a8. ¢ 7 39. 5 2.7 11.3 
Italy 29. 6 31.0 3 
Germany 36 4.¢ 38. 8 
Total European NATO plus 

Germany 36. 2 


1 Includes expenditures of central, regional, and local governments, and social-insurance cost 
4 Based on January 1953 (Truman) budget. 
(A chart was shown entitled “World Production of Crude Steel 
in 1952,” as follows:) 


WORLD PRODUCTION OF CRUDE STEEL IN 1952 


ESTIMATED IN MILLIONS OF SHORT TONS 


EUROPEAN UNITED OTHER 
COAL-STEEL KINGDOM COUNTRIES 


COMMUNITY ovnow © srarate sap Oerenty 
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Mr. Srassen. We all know the relationship of steel to economic 
strength and also defense strength. This chart gives you the broad 
relationship in that respect. 

I feel it would be most constructive if at this point I emphasize the 
way in which we are working together on these matters and that 
the State Department takes the leadership and gives us the guidance 
on foreign policy and on the actions that are involved in foreign 
policy and political implications. 

I should like to turn the session over to Mr. Merchant at this time 
and refer to the chart on the right-hand side and show the column 
on the coal and steel situation. 

(A chart entitled “European Organizations” was referred to. See 
chart, p. 42.) 

Mr. Strassen. Mr. Merchant in his position now as Assistant Secre- 
tary of State for European Affairs has direct knowledge of this 
situation. 

Chairman Cutrerrtetp. Mr. Merchant, you may proceed. 


STATEMENT OF HON. LIVINGSTON T. MERCHANT, ASSISTANT 
SECRETARY OF STATE FOR EUROPEAN AFFAIRS 


Mr. Mercuant. Thank you, sir. 

I apologize first of all, Mr. Chairman, if I seem ignorant or wnim- 
formed on some of these problems. I have only been on my present 
job for 10 days and I have a lot to learn. 

It might be most interesting if I started off with a brief review of 
the EDC developments in the last few weeks. I will describe the 
situation country by country and where we seem to be on that central 
and crucial organization. 

I think the ‘developments in recent weeks have been encouraging. 
First of all, as you know in the last week the German Bundestag rati- 
fied the European Defense Community Treaty by a margin of over 
60 votes. That was the third reading, the final legislative action in the 
lower House. It still, of course, has to go to the Bundesrat. 

(Discussion off the record.) 

Mr. Mercuant. The second encouraging development is less than 
12 hours old and that is the agreement in Paris last night, as the re- 
sult of some weeks of intensive negotiation, on the protocols which the 
French had raised some weeks ago with the heads of the other 5 
delegations of the community—protocols which were designed to be 
interpretative. They were raised for the purpose of impreving the 
— for ratification by the French Assembly. They arose in 
arge part from commitments made to the Assembly by the Prime 
Minister, Mr. Mayer at the time he took office 2 months or so ago. 

The third development which I think has likewise contributed to 
the more encouraging outlook are the visits of certain key European 
statesmen from the six countries to Washington, following Secretary 
Dulles’ and Mr. Stassen’s most constructive and helpful visit to the 
key capitals in January and February. 

During the talks with Mr. Eden, the question of speedy ratification 
in all six parliaments was one of the key points of discussion. 

Then one of the two Foreign Ministers of the Netherlands—as you 
know that is a unique situation where you have two Foreign Minis- 
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ters—Mr. Luns was here about 2 weeks ago and had long and helpful! 
discussions with both the President and the Secretary of State on 
this subject. 

Last week Mr. Van Zeeland, the Belgian Foreign Minister, was 
over here and as you would expect the prospects for Belgian rati- 
fication was one of the key points in the discussions that were held 
with him. 

The French, as you know, are arriving this afternoon and again you 
can be certain that the EDC is a subject which will be thoroughly 
explored and discussed. 

There do, of course, remain a number of obstacles to the final solu- 
tion of this EDC problem and we would be foolish to discount them 
or to fail to recognize that there are a number of hurdles still to be 
cleared. 

First of all, on the protocols themselves: The final proposals of the 
French in the meeting of the heads of the six delegations brought the 
subject matter to be ‘covered by these interpretative correlary docu- 
ments or protocols down to six subjects. 

One dealt with voting rights within the community. There is a 
provision in the treaty whereby the votes of the six members are 
weighted at a certain level which assure Germany and France an 
equal position in the voting, for a transitional period and then | 
believe they are adjusted to reflect the relative contribution of forces 
and financial resources to the European Army. 

(Discussion off the record.) 

Mr. Mercuant. A second point related to the French staff schoo!s 
and technical and military colleges. They have worked out an ar- 
rangement under which members of national forces will be able to 
attend the schools established by the EDC. 

Third, there was a problem related to the licensing of production 
and export of munitions, whereby the French desired assurance that 
they would be granted the right to produce and license for export to 
their overseas territories, material, munitions, and military equip- 
ment. 

Lastly there was a matter of precise definition with relation to the 
mobilization procedures within the individual countries in the com- 
munity in the interim period preceding the actual determinaton by the 
Commissariat and the mobilization procedures for the six countries 
as a whole when the EDC goes into effect. 

A fifth problem related to the interchange of military personnel be- 
tween the French union forces, which might be in service in North 
Africa or Madagascar or particularly in Indochina, and the personnel 
which formed a part of the European Army itself. The French felt 
that it was necessary, in the interest of maintaining high morale 
among noncommissioned officers and commissioned officers, ‘that there 
should be the right of relatively free interchange. If an officer grad- 
uated from St. Cyr was required to serve during all his professional 
life in units of the French Army which were posted overseas or in the 
units in the European Army, there would be difficult problems of 
morale. 

The last one related to an interpretation of the provisions for the 
right of temporary withdrawal of forces from the European Army by 
a country with overseas obligations for defense when it was faced with 
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an emergency and felt the need for reinforcing quickly its overseas 
forces. 

Despite considerable apprehension on the part of France’s partners 
when these six subjects were first raised, last night agreement was 
reached by the six heads of the delegations on forms and language 
which met the French negotiator’s desires, and which were accept- 
ible to the delegations of the other five partners. 

(Diseussion off the record.) 

Mr. Mercuant. However, we should note that these protocols have 
vet to be approved by governments. 

(Discussion off the record. ) 

Mr. Mercuant. Another point which is still under discussion by 
the French is with the British and that is the nature or character of 
the association or relationship of the United Kingdom to the mueseeen 
lefense community. The British are anxious to establish a working 

ee with the organizations of the defense community which 

vill be effective both militarily and helpful politically, but they are 
alas anxious to avoid any full membership in the EDC or what might 
be 7 alled constitutional relationship with the community. 

The British have announced some quite far-reaching proposals for 
association with the EDC at the military service or technical level. 
They have proposed opening up their st: aff colleges and training facil- 

ties to officers in the European army; integrating directly certain of 
their air forces on the continent with the air forces which will come 
under the European army; maintaining liaison officers at all points 
in the command structure of the European army; and otherwise work- 
ing out what would seem to be a very sensible and effective relation- 
ship between British units on the Continent and nearby European 
Army units when the army comes into effect. 

They are also working on what might be called the political relation- 
ship with the community in gener: al, it is along the lines they have 

adopted in their arrangements which have been established with the 
coa land steel community. 

Those actions by the British are very important to the French, as 
they are important and influential with the other five members of the 
community. 

(Discussion off the record.) 

Mr. Mercuant. Lastly, we must recognize that the French have, as 
we all know, other very serious problems which they relate under- 
standably and very directly to their entrance into the community and 
to their ratification of the treaty. 

First and foremost is the fight they are conducting in Indochina, 
with what that means financially and even more importantly in the 
sacrifice of human life. It means the involvement of a very large 
proportion of their most effective combat units in Indochina and south- 
east Asia. 

They are also, of course, concerned with their north African situa- 
tion. 

They are concerned likewise in the problem of a settlement with 
Germany of the Saar. You will recall that when Mayer assumed 
office as Prime Minister he gave a commitment to the Assembly that 
agreement or arrangement would be worked out with the Germans 
on definition of the future status of the Saar before the tre: ity itself 
would be ratified. 





54 MUTUAL SECURITY ACT EXTENSION 


All this, coupled with the realization of what the defense means t 
their budget and national income, give the French a certain sensitivity 
as to their continuing position as a great power. 

(Discussion off the record.) 

Mr. Mercnant. I donot want totake too much time. I do not know 
whether you would be interested in a brief rundown—lI will try to 
make it short, Mr. Chairman—of the present parliamentary status in 

each country. I can probably do it in just 2 or 3 minutes. 

In France, the treaty has been introduced into the Foreign Affairs 
and Defense Committees of the Assembly. It is not yet certain when 
the main debate will come. 

In Italy the situation is affected by the forthcoming national elec- 
tions, which will probably be held on the 31st day of May, though 
there is a possibility that they could be postponed for a week. Beyond 
that, as I understand it, they could not go. 

The lower House will adjourn for the election campaign at the end 
of this week. The Government, which is wholeheartedly behind the 
treaty, feels it may be impossible to complete action prior to the 
election. 

(Discussion off the record.) 

Mr. Mercuant. The Communists have made it perfectly clear that 
they will indulge in filibustering tactics and would inject the EDC 
in an undesirable way into the campaign. 

The Senate, which does not dissolve and which can continue in ses- 
sion during the election period, may well act in advance of the lower 
House in the coming weeks. Action by the lower House will have to 
await the results of the election and the formation of the new lowe: 
House. 

In Germany, as I have indicated, the Bundestag passed the bill in 
its past meeting. It will next go to the Bundesrat, the upper House. 

(Discussion off the record.) 

Mr. Mercnanr. It will be more difficult. probably in terms of mar- 
shaling of votes than in the lower House. 

(Discussion off the record.) 

Mr. Roosrvet. Is it not possible to get a double decision from two 
branches of the court in that case? 

Mr. Mercuant. That existed in the situation when the President 
requested an advisory opinion. 

(Discussion off the record.) 

Mr. Mercwant. I think that covers all of them. 

Just a word on what we have been doing and how we have been 
trying to do it since the trip to Europe of the Secretary and Mr. 
Stassen. 

(Discussion off the record.) 

Mr. Mercuant. As you know, Mr. Bruce was appointed about 3 
weeks ago as the United States observer on the Interim Comatiingion 
of the European Defense Community, the United States Representa- 
tive to the Coal and Steel Community, and United States observer to 
the European Political Community. In each case he represents the 
Secretary of State. Mr. Bruce is, I am sure you will all agree, one of 
the most skillful and certainly most influential representatives that 
this country has had in a good many years, and I think he has been 


doing a very important and a very fine job in this complex and diffi- 
cult assignment. 
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The outlook, I think, is more encouraging than it has been. One 
House of one of the six countries has now ratified. Agreement has ap- 
parently been reached, ad referendum to the governments, on the pro- 
tocols which the French raised and which at first showed signs of being 
very difficult. In every country the practical pressure is on to get 
through the ratification process as rapidly as the internal political 
and parliamentary situation in each country permits. 

(Discussion off the record.) 

Mr. Strassen. I think the percentage has come up a bit. 

Chairman Currrerrietp. Have you completed your statement? 

Mr. Mercuant. Yes. 

Chairman CurperrreLp. If satisfactory to the witnesses, questions 
may be addressed to either Mr. Stassen or Mr. Merchant. 

Mr. Vorys. 

Mr. Vorys. I wondered whether Mr. Stassen had any additional 
statement. 

Mr. Strassen. No; thank you. I will respond to any questions. 

Mr. Vorys. Those of us who have been around a long time do not 
view the visit of important officials from other countries altogether 
favorably. We know that when they come here they want something, 
and they do not dare go back unless they get something. So, the list- 
ing of those who have come and who are coming soon is not particu- 
larly encouraging to me. 

When Secretary Dulles was here he said one of the purposes of his 
trip was to keep these people from coming until we were ready, and 
ever since he has gotten back it has been one after another. 

Did you plan anything like the visits that have been going on and 
that will be going on for a while? 

Mr. Strassen. With regard to the funds, perhaps I can pick it up 
on that side. I assume you are talking about mutual-security dollars 
in part, as least ? 

Mr. Vorys. I mean just as a matter of course around here, when 
these fellows come over we say to ourselves “How much, or how soon 
are we going to find out how much.” We also have heard from the 
prior administration of trips they attempted to head off so that when 
they went home they could have to promise something. That is why 
unless human relations are changed, it is not cheering to know of 
these visits, and I would imagine that is why you set out with the 
idea of having these people please stay away until you got set. 

Mr. Strassen. Well Mr. Chairman and Mr. Vorys, I think I can 
answer that in part in this way: The Secretary of State and I had 
in mind that these visits to the new administration were certain to 
come; that you could not in fact tell the leaders of these other coun- 
tries that they could not visit the country and the new administra- 
tion, and that, in fact, visits would be a good thing, provided we were 
ready to talk with them and had our own positions well enough in 
mind to be able to discuss intelligently with sheen the new administra- 
tion’s policies when they arrived; and that, of course, particularly 
affected the Mutual Security program. 

In that sense we are reaching a point of being ready for each 
group before they arrive. The process that I mentioned to you about 
the joint position of the three departments on OEEC, has been taking 
place in other respects. For example, before the British leaders 
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arrived, within our Government we had talked through quite thor- 
oughly—and we met during the time they were here—as to these 
interlocking matters that affect State, Mutual Security, Defense, and 
Treasury—what our approach in talking to them would be. We are 
following in the mutual-security program a very firm approach that 
we will not make commitments to them unless we are convinced that 
it is a wise commitment that we can and will want to carry out. 

We are making no half-way commitments. We are in no instances 
giving them anything other than a new appraisal of the financial and 
budget problems of our own country and of the fact that these matters 
must come before Congress and that their situation will be interrelated 
with what is happening in their own economic situation and what Mr. 
Merchant has described in this very vital defense community. 

The purpose of the Secretary of State and myself has been well 
served in that no one came over in the early part of February and 
many were talking about coming right over promptly. They came 
over rather in a slower tempo, and at a later time. I think you will 
find as the reports come back to you that in each instance, the execu- 
tive branch of our Government as been ready to talk to them and 
that the conversations will be definitely limited to what the Congress 
would consider to be proper and wise under the circumstance. I think 
that the appraisal of these visits will prove to be constructive and will 
turn out to be the correct appraisal. 

Mr. Vorys. I yield. 

(Discussion off the record.) 

Mr. Mercuant. I agree with Mr. Stassen’s belief that the meetings 
will be constructive and helpful. 

Chairman Curperrirep. Mr. Richards 

Mr. Ricuarps. France will bring this up in May or June. They 
could ratify, maybe in May or June. 

Germany’s parliamentary decision could be in May or June and then 
a court test in August. Now we have the French coming over here. 
All the world knows they want more money for the Indochina cam- 
paign. They also want a commitment of about two divisions from 
Britain for the Continental NATO Army. They want a commitment 
from Germany on the Saar question. We seem to confront a trading 
proposition so far as the French are concerned. 

So it would appear that it will be October or later before you will 
know what these countries will do in the way of integration. Are 
you likely to have to ask Congress for stopgap legislation pending 
decisions on ratification of integrated European military forces? 

I think we’d better go pretty slow in our commitments for fiscal year 
1954 until we know more as to what France, Germany, et al. are willing 
to do toward unification. 

Mr. Srassen. I think there are two answers to that, Mr. Richards. 
One is that you cannot exactly speculate on what a situation will be 
come May, even on the basis of the anticipation of what this country 
and that country will do because there are so many facets to it. You 
have to put them all together. 

I would say with the very thorough study going on now in the execu- 
tive branch of the whole defense and Mutual Security Program, the 
whole budget, I would say that I am hopeful that we can come before 
you beginning the first week of May, with what you would consider 
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to be a very sound analysis of the overall situation, translated in terms 
of 1954 fiscal year requirements. 

You may well find that in certain instances you will want to attach 
certain conditions to parts of those appropr iations and we might even, 
from the executive branch, be in a position where we agree that there 
should be certain conditions. However, I would hope that we would 
not approach it on a stopgap, or short-term basis. Our thinking is 
rather along the line of how can we so thoroughly analyze the mutual 
security and defense outlook that we think beyond 1 year, even though 
we have to appropriate for 1 year. 

Mr. Ricuarps. You do figure, then, that you could come up here 
with a fixed proposition in May? 

Mr. Srassen. The first week of May. 

Mr. Ricwarps. Regardless of what these other countries do? 

Mr. Srassen. Not regardless but under our present appraisal of 
what is likely to happen between now and the first week of May, our 
target is to come before you with an intelligent, long-term program 
for mutual security in the first week of May. It may still have some 
contingencies. 

Mr. Roosrvetr. How long? You say long-term. I do not under- 
stand that. 

Mr. Strassen. The action as you know is for the fiscal year 1954, 
but I think you will find we will be discussing it on a longer-term basis 
than you have had for quite some years. We will try to lay before you 
what it is we hope to accomplish in these countries; how in some 
instances we will be moving toward further buildup and in other 
instances we will be tapering , off ; and how we think each proposal fits 
into a long-range world defense and security strategy. That is our 
objective and that is what we are working on very intensively in the 
Mutual Security staff and in the executive branch. 

Chairman CurrerFtetp. Mrs. Bolton 

Mrs. Bouron. Mr. Stassen, it is very nice to have you here. 

Mr. Strassen. Thank you. 

Mrs. Bouton. To me, Mr. Stassen, it is very heartening to have your 
word that you do have a sense of the need of long-range procedures. 
I think that anybody who has contemplated what has been going on 
in the world for some time must accept the fact that this is not going to 
be over with soon, but rather that we are up against an adversary who 
has but one goal and that is to completely take over the world. it will 
be exceedingly difficult to make headway until we come to a state of 
mind where we can say that we too have a goal, a twofold one; the 
complete obstruction of their goal and the building of a world where 
freedom gives to all a deep joy in the service of Almighty God. 

I hope sincerely you will come up with matters we can dig into with- 
out feeling that your top secret information is broadcast in the New 
York Times the next morning. 

I also agree heartily with “Mr. Vorys, in a sense, about these very 
charming and delightful people who come over here, I hope you will 
meet them with the frankness that you indicate you are doing. 

I have no questions. Thank you very much, Mr. Chairman. 

Chairman Cureerrreip. Mr. Gordon. 

Mr. Gorpon. Mr. Chairman, I direct my question to Secretary Mer- 
chant. In the event the Bundestag or Bundesrat fails for ratification, 
what is going to be the picture ? 
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Mr. Mercnanr. It will be very gloomy, Mr. Gordon. The con- 
tractuals and the EDC are tied together. Of course, the Bundestag 
has passed now. It is the Bundesrat. 

Mr. Gorvon. Do I understand that we will have to drop that whole 
program there? 

Mr. Mercuant. We will have to take a completely new look at the 
situation. As the President has said, any alternative to the EDC is 
feeble. 

Mr. Gorvon. Thank you. 

Chairman Currerriecp. Mr. Smith. 

Mr. Smiru. Governor, at the present time, does it appear to you 
that this overall program is an expanding one or a contracting one, or 
can we look for less economic aid ? 

In other words, I am thinking in terms of the American taxpayer 
who wants to know about this program. Can you say at this time, or 
is it going to require further study in stating just what the the com- 
pletely full objective of the program is? 

Mr. Srassen. I can say to you at this time that I think the economic 
defense support will be a lessening; that the military end item sup- 
port expenditures will be expanded, principally because, due to the 
long lead time on many military end items, production ordered 2 years 
ago is expected to start rolling off assembly lines and to be shipped 
over there right during this next year. 

Now how you fit these 2 together, along with certain special prob- 
lems, such as in the case of the far eastern picture which is, as you 
know, one of the more intense, and the situation in the Near East— 
we are right in the middle of working on these problems and between 
now and the first week of May we will get all these elements put 
together. 

We do have in mind very much the American taxpayer and we know 
that he is also the head of an American family and we are concerned 
about their future security both from a military standpoint and from 
the standpoint of their economic stability at home. 

Mr. Smirn. Thank you. 

Chairman Cureerrimecp. Mr. Battle. 

Mr. Barriz. Thank you, Mr. Chairman. I just wanted to welcome 
Governor Stassen again and Mr. Merchant who has served us so ably 
overseas for a long time. I thank him for that service. I have no 
questions at this time. 

Chairman Currerrrevp. Mr. Merrow. 

Mr. Merrow. Mr. Chairman, when we passed the Mutual Security 
Act last year we wrote into it the general principle that American aid 
should be given on the basis of ‘the progress that was being made 
toward integration and unification and it should be given commen- 
surate with the self- help and cooperation that these various nations 
gave to one another. 

Now in these conferences with the representatives of the European 
countries, has it been made perfectly plain that if there is not a great 
deal of progress in that direction it may be very difficult to get the 
Congress to approve funds for further economic and military assist- 
ance ? 

Mr. Mercuant. In the ones I have knowledge of, Mr. Chairman 
and Mr. Merrow, that is true. 
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Mr. Srassen. I think the Secretary of State when he appeared be- 
fore you gave a very accurate and rather detailed statement of ex- 
actly how “he was putting that thought to the representatives of the 
European countries. 

Mr. Merrow. Your report today seems to be optimistic, which I am 
gladtohear. You think they are making progress toward unification, 
integration, cooperation and so on. 

Do you think it is as rapid as it should be? 

Mr. Srassen. I am afraid that is the kind of a question to which 
it is almost impossible to give a categorical answer. I am hopeful of 
more rapid progress than there has been. I recognize there are many, 
many difficulties in this situation. Therefore, I am not at all sure, 1f 
we were in their shoes instead of ours, whether there would have been 
faster movement. You have the old problems of Europe and it i 
easy for us to oversimplify them in looking across the water. 

I say I am encouraged by what has happe ened in these last weeks. I 
think the percentages have gone up. I am very encouraged by the 
fact that this OBEC meeting which 2 weeks ago many were saying was 
going to be a sad and gloomy time in Western Europe, has turned out 
to be a very successful meeting and everybody has gone from it with 
a feeling of a lift and a for ward movement, and they moved right out 
of the OEEC meeting to the constructive action on the French proto- 
cols. 

I think with all careful emphasis on all the difficulties involved, 
there is ground for a ecaiacel oe over these past few weeks. 

Mr. Merrow. And do you feel from your conferences with the rep- 


resentatives of these various countries that there is a sincere and 
genuine desire to accelerate progress / 


Mr. Strassen. Yes. 

Mr. Merrow. That is all. 

Mr. Mercnant. Mr. Chairman, I didn’t mention the developments 
in the field of political community, which have been moving ahead. 
The Ad Hoc Assembly which sat for several months in Strassburg 
drawing up a draft treaty for a political community finished that 
draft on March 12, I believe it was, and submitted it to the six govern- 
ments. The six foreign ministers are meeting in Luxembourg on May 
12 and will further consider it there on the basis of consultation with 
their governments. 

Mrs. Boiron. The vote was 50 to nothing, was it not? 

Mr. Mercuant. That is a reflection of the fact that there is a 
momentum here toward unification and integration. 

Mrs. Botton. When was that meeting? 

Mr. Mercuant. The ministers met in Rome the last week in Feb- 
ruary and they meet May 12 in Luxembourg. 

Mr. Merrow. The integration from the ) point of view of the eco- 
nomic life of Europe and ‘from the military point of view, you would, 
of course, expect to be much more rapid than the political, “would you 
not? In other words, it would take considerable time. You do not 
expect politicai integration will occur this year or next, do you? 

Mr. Mercnant. I would not want to put a time on it, but I think 
it will be slow, sir. 

Mr. Merrow. That is all. 

Chairman Currerrtecp. Mr. Chatham 
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Mr. Cuatuam. I want to congratulate both these men. I hope you 
will send someone up here sometime that we can shoot back at a little 
and get back at some of the shooting that has been done from the other 
side. 

I refer to some very able people who have come up here. 

Mr. Ricwarps. You are in a vengeful mood. 

Mr. Cuatuam. I am trying to be, but they have brought two very 
high-class visitors up here. 

I do not feel as John Vorys does on this. When we look at that 
steel production up there. If that European steel was in the Soviet 
bloe we would be anxious to get them over here. I think those people 
are just as valuable to us as we are to them. I take that attitude. 

Mrs. Bowron. Your attitude is always delightful and very helpful. 

Mr. CuatHam. Thank you. 

I understand the Bell report is coming out very soon on Mutual 
Security. 

Mr. Strassen. It is out, Mr. Chatham. 

Mr. Cuaruam. I wonder if that is going to be very carefully looked 
at by your group before you come up here in May with these things, 
I believe there are going to be some recommendations in there. For 
example, they disagreed with this thing of carrying 50 percent of lend- 
lease or military supplies in American bottoms and things of that type. 
Rather than getting into a wrangle, I hope you will have a definite 
recommendation for or against the things picked up in the Bell report. 

Mr. Srassen. There are items in the Bell report which reflect 
directly into the overall economic relationship of the United States to 
the rest of the free world. The President has directed that we send 
the Bell report to the Secretary of State, the Secretary of Defense, 
the Secretary of the Treasury, the Secretary of Agriculture, the Sec- 
retary of Labor, the Federal Trade Commission, the Secretary of 
Commerce and a few others and ask that each of these departments 
begin an analysis of the points raised in the Bell report and be 

repared in turn to participate in the economic studies under the 
eadership of Mr. Lewis Douglas which it was decided to carry for- 
ward as a result of the United Kingdom talks. 

Mr. Cuaruam. I hope, Mr. Chairman, that the members of this 
committee will also get a copy. 

Mr. Strassen. If you wish we will send it to you right away. 

Mr. Cuatuam. I would like to have it very much. 

Mr. Roosevett. Will the gentleman yield at that point? If I may 
make a very humble suggestion, Governor, I think you would save 
yourself a lot of headaches, too, if you would send copies of this report 
to the members of the committees in the House and the Senate, corre- 
sponding to those agencies in the executive branch; because where you 
are going to run into trouble on this whole “trade, not aid” measure 
and reduction of tariffs and so forth is going to be over here. I think 
you people can resolve your differences very easily but when you get 
over here, fur is going to fly and the axes are going to drop. 

Chairman Currerrietp. Mr. Judd. 

Mr. Jupp. I am sorry I was not here for Governor Stassen’s presen- 
tation. I will postpone any questions I may have until later. Thank 
you. 

* Chairman Currerrieip. Mr. Zablocki. 
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Mr. Zasuocni. Thank you, Mr. Chairman. I would like to have 
one terminology clarified. When Governor Stassen brought to our 
attention the percentage contribution for mutual defense, to the na- 
tional production and specifically to the production in Germany, 
you mentioned military divisions, Mr. Stassen. In what respect 
were you referring to divisions? We were under the impression that 
Germany had just a border patrol and there were no active military 
divisions in Germany organized as yet. 

Mr. SrassEn. I say we are at a stage where they are not supporting 
military divisions, and their occupation costs are dropping and their 
production is coming up and therefore their load that they now carry 
for defense is a lower load than either the United Kingdom or 
France. urs 

Mr. Zastocki. You have referred to the fact that their contribution 
has increased, 

Mr. Srassen. Oh, no. I said it had not. 

Mrs. Ketziy. Will the gentleman yield ? 

Mr. Zanvocki. Yes; I yield. 

Mrs. Keutuy. I took the quote down and I was going to ask Governor 
Stassen that very question. You said the German divisions are 
formed. 

Mr. SrassEn. I said they are not yet formed. In other words, that 
is the point. France here has been busy since 1951 establishing addi- 
tional divisions, providing part of the equipment and the expenses 
of the soldiers, so their defense contribution has been going up from 
$47 per capita to $74 per capita, to $93 per capita. 

In the United Kingdom it has been going up from $54 to $81 to 
$101. That is as their forces are building up. But in Germany, it 
was $25, it has gone to $41, and then it only went to $42. In other 
words, there is not that buildup because they are not pouring money 
into divisions and air groups and so forth and so they have a much 
lighter load to carry now than the others do. 

Mr. Zastockt. Thank you very much. That clarifies it. 

Chairman Currrerrietp. Mr. Javits. 

Mr. Javrrs. Gentlemen, I, too, am glad to see you here. 

I might say to my colleagues interested in the Bell report that I 
cordially invite them to sit in on the deliberations of our Subcommittee 
on Foreign Economic Policy who have had witnesses from the Bell 
group, especially Mr. Linder, the Assistant Secretary of State in 
Charge of Economic Affairs, and we are having a public hearing on 
next Wednesday at which time we will have a lot of the private agen- 
cies such as the chamber of commerce, and so on, who are going to 
testify on the same report and the general subject. 

Could you tell us, sir, whether we have made or will be asked to 
make any commitments about keeping United States troops in West- 
ern Europe in connection with getting the French into the EDC? 

Mr. Mercuant. To my knowledge, we have not been asked for any 
commitment, 

Mr. Javits. Have we given them any unilateral assurance or told 
them what our plans are? 

Mr. Mercuant. No. 

Mr. Roosrvert. Will the gentleman yield? 

Mr. Javits. Certainly. 





62 MUTUAL SECURITY ACT EXTENSION 


Mr. Roosevert. Do you mean to say if the EDC agreements go 
through, we have no commitments to maintain any troops in Western 
Europe! Is that the question? 

Mr. Javits. That is the point of my question. 

Mr. Mercuant. The question, I took it, was in connection with the 
discussions on EDC, if we had been asked to give any commitment. 

Mr. Javirs. That was the first part. The second part was whether 
we had given any indication of our attitude on American troops in 
Europe. 

Mr. Mercuant. I know of none. Our position has been what it 
has been under NATO. We have our commitments under NATO. 

Mr. Javirs. In other words, we keep troops in Europe or we do not 
depending upon our commitments under NATO which largely let us 
determine the means we will use to implement our agreement, is 
that correct ? 

Mr. Mercuant. EDC is not extending our agreements on troops in 
Europe. 

Mr. Strassen. It isa NATO commitment. 

Mr. Javirs. Now suppose we are asked in connection with the EDC 
negotiations what our position is going to be on troops in Europe, 
whether we are going to have complete freedom of action or whether 
making any commitment. Is the State Department prepared to give 
any answer and if so, what is it? 

Mr. Meronanr. I think on that I would like to check with the 
Secretary of State. I could give my understanding. 

(The information requested follows :) 

The administration has not been asked for and is not considering giving any 
such commitment, nor would it make one without prior consultation with the 
Congress. It will be, of course, inevitable in the course of NATO discussion 
that intentions with respect to the defense of the Continent, and our participation 
therein, should be discussed from time to time. There cannot be any strategic 
or tactical planning without such discussion. 

Mr. Javirs. I think that is very fair, Mr. Merchant. I think it is 
a critical question. I think we ought to be very clear on the plans 
with respect to the United States troops in Europe as they tie into 
the EDC and what is called our NATO commitment. Unless this in- 
formation is so secret that it should even be secret from us, which is 
possible. 

Mr. Roosgvert. Will the gentleman yield? 

Mr. Javits. I yield. 

Mr. Roosnveir. As I understand it, the French worry over the prob- 
ability of having to withdraw some of their forces on account of their 
territorial and Indochinese undertakings. This would reduce their 
EDC forces relative to the Germans. Therefore they have been seek- 
ing assurances from the British with regard to British cooperation 
with, if not participation in EDC. I have understood that one of the 
conditions for the British giving commitments to the French was that 
we in turn gave a commitment to the British, a long term commitment 
on Western Europe, maintaining American troops in Western Europe. 

Perhaps it is better if you get a clear picture of just where we are 
going in the long range. Maybe this is part of Governor Stassen’s 
long-term plan. 

Mr. Srassen. Of course, when we come here the first week in May, 
the policy aspects of that will be under the direction of the Secretary 
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oe State and it involves also the Secretary of Defense and Joint Chiefs 

f Staff. 

‘I think Mr. Merchant has been quite correct to say that he cannot 
comment on it today and neither could I, other than what has been 
said that that relates to NATO and does not relate to EDC. 

Mr. Mercnant. Mr. Chairman, may I make one point which I 
think bears on this. One provision of the EDC draft treaty required 

that, in order to withdraw forces committed from the European 
army, the requesting country had to receive not only the aad of 
the commissariat but also the approval of SACEUR, who is the NATO 
commander-in-chief. 

The French wanted to make sure that they would not find themselves 
in a sudden jam where they felt they had to rush troops to X, and 
would be dependent upon the yes or no of a foreign national. 

Mr. Javits. I would like to ask one more question, Mr. Chairman. 

Governor Stassen, do you feel we could exercise a real influence on 
the Germans to go into the European defense community if we gave 
them some assurances as to what would be our policy on more open 
trade in terms of exports and imports, and on development of the 
underdeveloped areas, I say this because I have heard it said they 
understand that if they go into the EDC they may be cutting them- 
selves off for sometime from eastern markets and possibly from some 
negotiated unification of Germany ? 

Have you thought about that at all, the need for giving them any 
assurances on those subjects? 

Mr. Strassen. I would simply say that all economic factors have a 
re lationship to the decisions that every government makes in these 
military and political matters. That is an additional reason why we 
have established and will follow through such close coordination 
here and such close complementation in our economic operations, of the 
foreign policy leadership of State and the Defense policy leadership 
of defense. 

Mr. Javirs. Thank you very much. 

Thank you, Mr. Chairman. 

Chairman Curererrteip. Mr. Roosevelt—— 

Mr. Roosrvett. Gentlemen, may I also welcome you both here. 

I have been reading in the press that the French are most anxious 
among other things to get an ‘addition: il—I believe it is $125 million 
in defense support funds on account of their dollar shortage at this 
point. As LT recall, about a year ago we had to come to their rescue in 
pretty much of a similar situation. Perhaps I am bringing up a sub- 
ject that is not opportune for you to discuss at this time but do you 
foresee coming out of the French talks with an additional defense sup 
port fund contribution by us to the French ? 

Mr. Strassen. I can answer that question. There is in the situa- 
tion, or was when our administration took responsibility on January 
20, an uncertain situation. The uncertainty arose out of our discus- 
sions with the French in the preceding year as to what they would 
receive in 1953 for support. There were some conferences in Europe 
with the French that were participated in by the then Secretary of 
State and the Director for Mutual Security. That was in Lisbon. 
There has been a certain amount of disagreement in the past as to 
precisely what the commitments mean. I understand that there were 
references and qualifications related to the questions of what might 
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happen in Korea in the meantime and what the Congress might do by 
way of appropriations and things of that kind, so that it 1s an un- 
resolved question. At the same time we have been analyzing the 195: 
fiscal situation in this last half, on a worldwide basis. In other words, 
will we need to do something with regard to Berlin and the refugee 
situation? Will we need to do something further in the Near East! 
Will there be further requirements in the Far East and around the 
world? We have been analyzing what might be the range of our 
flexibility of action if it is determined in this joint approach of State, 
Defense, Treasury, and Mutual Security, that something needs to be 
done. 

We have not reached a conclusion but we have just about assembled 
the facts from which we can reach conclusions. I think on the matter 
of any further funds for the French in the current fiscal year, in 
1953, it is evident that, if this were to be done it will require a Presi- 
dential determination under his authority to transfer from one purpose 
to another, which as you will recall is in the law. We have all of 
those facts pretty well assembled so that we know what our con 
tingent possibilities for demands are for the rest of fiscal year 1953 
and we know the range within which we can act. 

(Discussion off the record.) 

Mr. Strassen. I would like to emphasize this point because it has 
come out a number of times. We are analyzing this thing not on just 
a question of what does the other country want, but what is sound 
for our mutual security. And if what they want and what we ap- 
praise to be wise coincide, then we act. 

Mr. Roosevetr. That is very interesting. 

Governor, there is one other factor which has not come up but which 
has arisen as a result of introduction by Mr. Murray and others in 
the Senate, of a proposal to use some of our farm surplus. Are you 
familiar with those bills? 

Mr. Srassen. Yes. 

Mr. Roosrvett. This long-term program which we look forward 
to, will that have any aspects involving farm surplus? 

Mr. Srassen. Yes; it may well do so and particularly with relation- 
ship to special situations like the school-lunch programs in western 
European countries. 

In my Department at the present time my staff is analyzing the re- 
lationship between United States surplus, or oversupply of foods and 
special needs in other parts of the world, such as the deficiency in the 
Korean diet, the refugee situation in Berlin, and the school children 
situation in other western European countries, 

We anticipate that we will soon bring these together. 

Here, again, this will have a relationship to other matters we have 
just been talking about because we must analyze the total remaining 
resources for the 1953 fiscal year and ultimately have a Presidential 
determination as to where those funds will go and how much of them 
we will not spend. If we can we would like to close the 1953 fiscal 
vear by reporting back to you the definite nonspending of certain of 
those items. 

Mr. Roosrvett. The interesting thing about a number of these bills 
is that on the surface of them, no single agency pays for it immediately 
and the Treasury ends up instead of holding dollars, holding the for- 
eign currency. It is a very neatly worked out little operation. I 
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just hope the Mutual Security program does not have to furnish the 
dollars to finance the farm surplus. 

Mr. Strassen. We do not consider that you can do it without some- 
body paying for it. 

Mr. Roosrvect. It is very carefully hidden in the bills as it is now 

itten, 

Thank you, Mr. Chairman. 

Chairman Criperrrevp. Mrs. Church 

Mrs. Caurcu. Thank you, Mr. Chairman. 

Mr. Stassen, I cannot tell you how much I enjoy hearing of the 
sound basis of your planning. 

Mr. Strassen. Thank you. 

Mrs. Cuurcn. Beginning your excellent statement you delineated 
that you based your political action on advice from the State Depart- 
ment and that you Sie your advice on military defense from the 
( hi e af of Staff, and so forth. That does not mean, I hope, more than 
modesty. You do have a part in the policymaking, do you not, in 
the Mutual Security program? 

Mr. STASSEN. Oh, ves. Through the National Security Council. 
In other words, the Director for Mutual Security is a member of the 
National Security Council and sits regularly with the President, the 
Vice President, the Secretary of State, the Secretary of Defense, and 
the Secretary of the Treasury, now, by invitation. 

Mrs. Cuurcu. I was aware of your relationship on that Council 
but I wondered whether you did not have more latitude than is pre- 
sented by your position in that group. Don’t you feel with the 
studies you have made and advice from the experts whom you have 
sent out, that you might wisely play a large part in policy making? 
You would n rt disclaim that right, would you? 

Mr. Strassen. I would disclaim it. 

Mrs. Cnurcn. I am surprised. 

Mr. Strassen. One of the things that I have been doing since I took 
office is to make it clear throughout my organization that we are an 
operating organization and we seek to operate in a way that brings 
together “State leadership on foreign policy and Defense le: adership 
on defense and fit those together into a combined economic operation 
na particular country. 

Now, if we do our job well, then we will be the best source within 
the Government for an economic appraisal of these countries involved 
and what is within their capabilities, from a foreign policy and a de- 
fense standpoint, and so those who are making foreign policy and 
defense policy will be working actively with us on these questions. 

Mrs. hae cH. May IT say, Governor, that your statement was not 
equivocal in that regard. I merely wanted to reclarify for my own 
thinking what I thought I had heard you say. 

Mr. Strassen. It is a ve ry important point to raise because it is one 
in which it is easy to get confusion and twilight areas and I think to 
the greater degree there is confusion, to the greater extent will we 
handicap the operations of all the departments involved. I feel if 
[ can get a fairly clear definition of the difference between policy de- 
cision and formulation and the operations to implement that policy, 
to that extent I will have a more effective agency in serving our 
country. 
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Mrs. Cuurcu. I would agree. 

My second question deals with the chronology. I think most of us 
were delighted to hear the Secretary of State make the strong and 
unequivocal statement that in going abroad he would point out to the 
nations that unless they took their fair share, or indicated that they 
would in defense that they definitely would meet a revision and review 
of our foreign-aid program. 

I have given a rather spirited defense to that statement in various 
sections. Last week I was a bit disturbed to pick up a New York news- 
paper, a metropolitan newspaper, which is supposed to have access to 
what is going on, and to read therein a statement that the people 
generally understood in Europe that we had our tongue in our cheek 
when we made that statement. You do not agree with that point of 
view, I suppose ? 

Mr. Strassen. No. Well, I agree that frequently you read very 
accurate inside information in the New York metropolitan press. I 
would say with equal frequency, you read very inaccurate statements 
in the New York metropolitan press, so you cannot really reach co 
clusions from those stories. In other words, those reporters are very 
energetic and active and with overseas and local sources they make 
their appraisals and they write, but I would say that it is very impor- 
tant that this committee recognize that in the Secretary of State’s 
presentations to you—and in this particular instance you will recall 
I was here when he made it—he is very accurate in the way in which 
he discussed these things with these governments and it is the way in 
which he is working. 

Mrs. Cuvrcn. You think there is no lessening in his own hope that 
there will be some assurance before definite aid is promised ? 

Mr. Strassen. What was that ? 

Mrs. Cuurcu. Of the Secretary of State’s hope that there will be 
some definite statement of progress toward unification before our aid 
is promised ¢ 

Mr. Srassen. Let me point out a very interesting thing: When we 
came back from that trip, you can read some of the leading commenta- 
tors and writers of this country who said that there was no chance 
that the lower house in the Federal Republic of Germany would act 
on this treaty before June. 

You can read some other statements saying that the French protocols 
presented an insurmountable obstacle, regardless of how much Secre- 
tarv of State Dulles tried to work on this problem. 

Now there are two things that have already been resolved. 

As Mr. Merchant pointed out there are two dozen more difficult 
hurdles ahead of us, but some of these very categorical conclusions 
of members of the press do not necessarily give you the guidance of 
what is going to happen. 

I can remember stories that said that the Coal and Steel Authority 
would never come into being. That they would never bring together 
their steel and their coal. It is in being and it is functioning today. 
Coal and steel are flowing across the French-German lines without 
tariffs and without holdup at the border. 

Now, there again I come back to saying, we must not get too opti- 
mistie about it. We can get thrown into reverse on one of these things. 
It is an extremely difticult picture but I would urge, respectfully, that 
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regardless of how accurate a reporter might be on one subject, you do 
not then conclude that he will be equ: ally accurate on another subject 
that you do not verify with the officials ‘of the executive branch. 

Mrs. Cuvurcn. Thank you, Mr. Stassen. 

Chairman Curperrrep. Mrs. Kelly 

Mrs. Keruy. Thank you, Mr. Chairman. I, too, want to join my 
colleagues in welcoming you here today. The more you come up here, 
the more I find out. that our Democratic regime did a very good job 
in conducting our foreign policy. I also want to defend the New 
York papers. I read the statement of Mr. Merchant—not the exact 
statement but a discussion of the French agreements which he has 
discussed with us this morning, and the one point that I question is 
the sincerity of the new agreement that the French have just proposed. 

Do you believe that the ‘y are sincere or do you think it was just a 
trial agreement before coming over here to see what aid they can 
obtain ? 

Mr. Mercnanr. Do you mean the other five countries or just the 
French themselves / 

Mrs. Ketxiy. Just the French. 

Mr. Mercnanr. No, I do not think there is a question of their 
sincerity. I think the French have gone a considerable distance from 
their original position. I think it was the will on the part of the 
other five members of the community to reach an agreement which 
would help the French with their particular problem. 

Mrs. Key. I co not understand, frankly—and if it will take too 
long I will discuss it at another time—why the French make such an 
issue over the withdrawal of their troops. As 1 understand it, those 
French troops are not sent to Indochina. Only the mercenary troops 
of the French are sent to Indochina. 

Mr. Mercnanrt. I believe it is true that only volunteers or mem- 
bers of the Colonial troops in the Foreign Legion serve in Indochina. 
Mrs. Ketiy. Then why can they not live up to their agreement ? 

Mr. Mercuanr. If the war were ended successfully in Indochina, 
there would be nothing to prevent moving the Foreign Legion, say, 
back to the metropolitan area. 

Mrs. Ketiy. There is not enough manpower in France to meet that 
provision? Not enough French manpower? 

Mr. Mercuant. The French population is only about 80 percent of 
the German Republic. There is a definite differential in Germany’s 
favor on the manpower pool. 

Mr. Stassen. | can give you a little further fill-in on that in this 
respect: It is not so much the quest ion of the number of men involved 
even though it is substantial, but it is a fact that the French have had 
to send to Indochina a very lar ge proportion of their noncommissioned 
officers and their young officers of their regular armed forces to the 
extent of one-third or more of all of their noncoms and young officers, 
and of course there is a very heavy casualty rate. You see with the 
native troops, the Vietnams, not having been trained to the develop- 
ment. of noncoms, lieutenants, and so forth, they have had to be led 
by these young officers, the cream of the young French officer corps, 
and so when these troops are led by those ‘officers, the officer would be 
killed. The drain has been far out of proportion to the number of 
Frenchmen there. That directly reflected itself into the quality and 
ability of the French troops left back in France for European purposes. 
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Mrs. Ketiy. That is as far as the officers were concerned but I am 
referring to enlisted personnel in the line. 

Mr. Strassen. The big problem has been the officers. 

Mrs. Ketxiy. I have one more question, if I may, Mr. Chairman. 
Did you find when you were in Germany, Mr. Stassen, any German 
being promoted to succeed Mr. Adenauer? We found when we were 
over there in 1951 that there was no German being promoted or quali- 
fied to sueceed him. It seems Mr. Adenauer trusted no one in par- 
ticular. 

Mr. Strassen. That is a very important question, but I have found it 
diffic walt to determine who is going to succeed people in this country. 

Mrs. Ketiy. He did not have anyone he trusted at that time. An 
I correct, Mr. Merrow, or do you remember ? 

Mr. Merrow. I think that is right. 

Mrs. Ketiy. Thank you, Mr. Chairman. 

Chairman Currerrietp. Mr. Prouty—— 

Mr. Proury. I have no questions, Mr. Chairman. 

Chairman CurerrrreLp. Mr. Bentley — 

Mr. Benviey. In looking at that list of European organizations, 
that chart up there, I wonder if there is any possibility that within 
the reasonably immediate future there will be any additional partici- 
pation in any of those organizations in E urope 

Mr. Strassen. I think that isa political question, Mr. Merchant. 

Mr. Mercuant. Not at the moment. Just running through the 
list and searching my memory, I do not think any of them have a new 
member. 

Mr. Bentiry. There is no possibility in the reasonably immediate 
future of either Spain or Yugoslavia being brought into those 
organizations ? 

Mr. Mercuant. I would doubt it. My recollection is that Yugo- 
slavia has in recent weeks accepted membership on a technical com- 
mission—I think the Transportation Commission, which is under the 
sponsorship of OEEC. But neither her name nor Spain’s is up for 
membership in OEEC or the others, to my knowledge. 

Mr. Srassen. That is correct. 

Mr. Benriry. Mr. Merchant, when you were reviewing for us the 
status in the various parliaments of the situation as pertained to EDC 
I believe you left out Italy. Would you give us that? 

Mr. Mercuant. Very briefly, it is expected that the national elec 
tions in the lower house will be held May 31, and it is the intention of 
the lower house to dissolve itself and finally adjourn the end of this 
week. The threat of Communist filibustering and obstructive tactics 
is such that it has been decided that it would be unwise and impolitic 
to attempt in the remaining hours to get a vote on the EDC. How- 
ever, the senate remains in session throughout the election period, 
and it is possible prior action can be taken there awaiting the elec- 
tion and seating of the new lower house, which would then have to 
consider the treaty later in the spring. 

Mr. Bentiey. It is impossible to speculate until after the election, 
is it not ? 

Mr. Mercnant. That is right. 

Chairman Cutrerrietp. Dr. Judd-— 

Mr. Jupp. Is either Mr. Stassen or Mr. Merchant able to give us any 
information on the reason for Tito’s great optimism when he went 
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back from England and his statement that England had given him 
firm commitments to come to his assistance, and so forth? I suppose 
it is none of our business what England promised Tito or vice versa, 
unless it involves us. But inasmuch as we have a considerable stake 
in keeping England going, has she taken on promises that will involve 
possibly greater outlays by us? Are you in a position to say anything 
about that ¢ 

Mr. Mercuant. In the communique which followed the British- 
Yugoslav talks, there was a general statement to the effect that the 
two governments had a common interest in resisting aggression and in 
preserving national independence. There was also a statement in the 
communique that, in the event of aggression, the resulting conflict 
could hardly remain local in character. As far as we are aware— 
and we have every reason to believe this is the case—there was nothing 
agreed to by the British and the Yugoslavs other than these general 
statements in the communique. 

Mr. Jupp. Mr. Eden made a couple of statements around this coun- 
try or leaked them out to the press, purporting to give America’s 
position and promises which, as near as I can find out, were consider- 
ably exaggerated, if not, in fact completely unsupported. That is dis- 
turbing to a lot of people. 

Now let me ask the other question : I have heard repeated reports that 
Tito, during all these years, has kept up certain contacts with people 
in the Soviet Union. The general impression often is given without 
anybody saying so flatly, that he has been keeping their contacts with 
the idea that a day might come when he could be useful in helping 
make trouble for the Kremlin from the inside. The Yugoslavs say 
Tito’s quarrel was a personal quarrel with Stalin—not a break with 
the Soviet Union, insofar as there is a distinction. 

Now with Stalin gone, to what extent is there a greater possibility 
of a rapprochement or something of that sort? 

Mr. Mrercuant. My definite impression is that that aspect of a 
purely personal quarrel between Stalin and Tito has been exaggerated 
if in fact it had any real basis. It would certainly seem to me that 
the break of Tito and Yugoslavia with Russia was so final and so 
bitter and so disastrous in its implications to the Kremlin that even 
if it had its origin, which I doubt, in a personal split, that it is now a 
national and an intergovernmental rift which the death of Stalin 
could not bridge. 

Mr. Jupp. I still hope you will keep your fingers crossed on that 
thing. I think the dangers of some changes in attitude are greater, 
with Stalin out of the picture. 

That is all I have, Mr. Chairman. 

Chairman Currerrie.p. Mrs. Bolton—— 

Mrs. Bouton. My question ison Tito. I would like to urge the State 
Department to keep a very close watch on that whole situation. Tito 
has sent his people out to meetings in India with powerful Socialist 
groups. He is fostering socialism all over the world. We have heard 
in another subcommittee that the fostering of socialism is simply one 
of the steps to the final goal of communism. Can we just wash that 
aside because Tito does not happen to be friendly with the Kremlin ‘ 
I would urge it very seriously upon your group to bear that in mind. 
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Chairman Curperrrme tp. Mr. Vorys—— 

Mr. Vorys. Mr. Chairman, I think meetings like this where we can 
receive information from Mr. Stassen and the Assistant Secretary are 
very helpful and I think they might be even more helpful if they 
could take back some information. 

I note that one of the things that Mr. Merchant has to do is to make 
an estimate of the possible parliamentary y or legislative situation in 
various countries. One of the estimates that you have to make is the 

parliamentary or legislative situation in this country. 

As to your plans for May, I wish to make a statement and other 
members of the committee will comment to tell you how valuable this 
might be in collectively giving you some information. I do not think 
Congress will authorize any additional long-term program for NATO 
until EDC is ratified and going. I repeat, I do not think Congress 
will authorized any additional long-term program for NATO until 
EDC is ratified and going. That is merely what I think and I would 
hope that other Members of the C ongress would correct me and modify 
that in any way they wish, so that our own executive branch can 
proceed with proper information as to possibilities in the American 
Congress. 

Mr. Roosevett. May I ask, Mr. Vorys, whether you think it is 
possible for us to consider any long-term program if an alternative 
course is still a possibility? In other words, I would be willing to go 
ahead and consider any kind of long-term program recommended to 
us if we could have the recommendation from the executive branch 
of two alternative courses of action. 

I think Mr. Gorden asked the question, what happens if any one 
of these steps Mr. Merchant outlined—these 24 or 2 dozen hurdles 
that we still have to go over—if we do not clear one of them, what 
do we dof Now we have asked that question for about 3 months. 
Everybody says, “Oh, that’s gloom.” 

I would be ready to discuss a long-term program if I saw what 
the “gloom” meant. 

Mr. Vorys. I yield the floor for the possibility of eliciting informa- 
tion for the gentleman from the administration. 

Mr. Javits. I could say for me and those I could persuade, I would 
want a long-term program. I would hope that it would mean EDC 
going and functioning as Mr. Vorys hopes but I would certainly not 
say it is “either, or’ but I do think you have to come up with a program 
that is going somewhere, on the two contingencies. If EDC is going; 
if EDC is not going. I think our security “problem remains the same 
and we can stamp our foot but that does not change the situation. 
We have to deal with the realities. I do join with him in the feeling 
that you are not going to get far with the Congress unless we see where 
we are going this time and it is not just a case of “let’s do it this year 
and then we will see.’ 

Chairman Currerrtetp. Thank you, Mr. Stassen. Thank you, Mr. 
Merchant. You have been very patient. 

Mr. Srassen. It has been extremely helpful to us to be accorded this 
visit. with you and it is of important guidance to us even to see what 
questions you particularly want to have answered, We will be pleased 
to work closely with you and bring up any information you want 
at any time. 
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Let me comment further that I appreciate Mr. Vorys’ very frank 
expression of his individual view and we, of course, will be consulting 
closely with Congress in both parties as we shape up this program. 

Insofar as what we come up with, if one of these hurdles turns out 
to be something we stumble on, or some of the other nations stumble 
with us on, then I think it is clear that that does not end our respon- 
sibility. In other words, the responsibility for the security of the 
United States continues whatever h: appens anywhere in the world and 
we must constantly be endeavoring, together, to discharge that respon 
sibility with the maximum of wisdom that we can have under the 
circumstances. 

Mrs. Borron. Mr. Chairman, may I ask if it is going to be possible 
when you come before us with your financial requests to tell us what you 
have eliminated as postponable and what you have been forced to cut 
by the budget. Could you give us the relationship of the budget to 
what you finally come up here with? How much you are responsible 
for and how much is the general slash, without waiting for the com- 

mittees who are working in the whole area of economy? I should like 
to know where you stand and where we all stand in relation to the 
Budget Bureau. 

Mr. Jupp. Do I understand when vou come back the 1st of May 
you expect to have the total world program and not just the European 
program ¢ 

Mr. Srassen. That is right; the total program. 

Mr. Jupp. Otherwise, I would say it would be difficult to get action 
through the Congress on any long-term basis unless it is a total pro- 
gram. 

Mr. Javrrs. With respect to the Near East it would be useful if we 
saw where we were going in terms of Near East peace and overall 
economic development and not just trouble by trouble. 

Mr. Strassen. If it developed that you w anted a special consultation 
session on something like that, like the Near East or some special 
problem, if the chairman wishes, we will ae ays try to respond and as 
[ think you also know we will cooperate if the chairman or any mem- 
bers of the committee wish to go somewhere to look at some of the 
things we are doing during your Easter recess period. 

Mrs. Boiron. That was the intention of the Subcommittee on the 
Near East and Africa, to ask some very detailed questions of you in 
the course of the next few weeks. 

Chairman CuiperFietpD. Thank you again. The meeting is 
adjourned. 

(Whereupon, at 4:35 p. m., the committee adjourned to reconvene 
at the call of the aa 
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MONDAY, MARCH 30, 1953 


House or RepresENTATIVES, 
CoMMITTEE ON ForeIGN AFFAIRS, 
Washington, D. C. 

The committee convened, pursuant to call, in room G-3, United 
States Capitol, Hon. Robert B. Chiperfield presiding. 

Mr. CurperrieLp. The committee will be in order. 

The committee will at this time hear from Harold E. Stassen, Di- 
rector for Mutual Security and Administrator of the Mutual Defense 
Assistance Control Act, and from Mr. Kenneth R. Hansen, Actin 
Deputy Administrator for the Mutual Defense Assistance Contro 
Act. 


STATEMENT OF HON. HAROLD E. STASSEN, DIRECTOR FOR MUTUAL 
SECURITY 


Mr. Strassen. Mr. Chairman, I am pleased to meet with you this 
afternoon to discuss the East-West controls under the Battle Act. 
I think I might make a very brief opening statement of our present 


situation, of our objectives, and of our problems, looking forward to 
your later consideration of this legislation and consulting with you 
on our administration of it. 

I appear before you in my capacity as Administrator of the Mutual 
Defense Assistance Control] Act, Public Law 213, 82d Congress, com- 
monly known as the Battle Act. 

In carrying out this responsibility, Mr. Kenneth Hansen, who is 
here with me, is my Acting Deputy. 

This afternoon’s session with the committee gives me the opportunity 
to discuss various aspects of our current economic defense program. 
I shall find this exchange of views with the members of the committee 
most helpful. 

One aspect of the economic defense program in which there has been 
a great deal of interest in recent weeks, and which I previously dis- 
cussed with the committee, is the problem of shipping to Communist 
China. 

THE NATURE OF SHIPPING TO COMMUNIST CHINA 


First of all, I think we might try to make some appraisal of the im- 
portance of oceanborne traffic to the Communist Chinese. The things 
that are imported into China come by two principal routes: One is 
a land route, the Trans-Siberian Railroad, and its connecting rail 
links; and the other is the sea lanes which lead to China’s southern 
and eastern coasts. 
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Roughly speaking, the land routes are probably twice as important 
to the Chinese as the sealanes; yet the latter remain quite important. 
We do know that the Trans-Siberian Railroad can be used to trans- 
port almost any strategic goods to China were the sea routes to be 
blocked. 

One way of measuring the importance of oceanborne traflic to and 
from China is to talk in terms of number of ships and ship tonnage. 

Beginning more or less simultaneously with the Communist attack 
on South Korea, there began a steady increase in the number of ships 
involved in trade with Communist China. Ships of many countries 
vere involved. This increase continued until the Chinese Communist 
intervention in the Korean war late in 1950. Thereafter, a decline 
set in which continued until the end of 1951. 

On the average, the number of vessels arriving in Red Chinese 
ports declined from about 50 per month in January 1951 to about 30 
per month in December ; in terms of the total monthly cargo-carrying 
capacity of these vessels this decline represented a drop from 300,000 
to 150,000 deadweight tons. In the first half of 1952, however, the 
number of arrivals rose to an average of about 40 per month, with a 
monthly carrying capacity of 250,000 tons, and remained at this level 
through 1952. 

Meanwhile, beginning in September of 1951, ships flying the flags 
of the Soviet bloc began to participate in the China trade in greater 
numbers. Although they had accounted for only 10 percent of all 
ship arrivals early in 1951, by June of 1952 Soviet bloc vessels a 
counted for almost a third. Moreover, Soviet bloc vessels in most 
instances moved to Red China almost fully loaded, unlike the free 
world ships. 

As a result, between January and June 1952, Soviet bloc vessels 
with a combined cargo-carrying capacity of 400,000 tons for that 
period made about 50 voyages to the China mainland, bringing in some 
200,000 tons of goods. During the same period, free world ships with 
a capacity for 1 million tons made about 200 voyages to Communist 
China, carrying in about 250,000 tons of goods. 

Of the free world vessels, those of British ownership or registry, 
have accounted for about 60 percent of the total arrivals of such 
vessels and a somewhat smaller percentage of cargo capacity. There 
have usually been from 25 to 30 British ocean-going vessels per month 
arriving in Communist China. Greek, Danish, and Norwegian flag 
vessels rank next in importance, each accounting at present for about 
5 to 7 percent of the free world voyages to Communist China. 

Since the beginning of 1952, Pakistan and Finnish vessels have 
become more prominent in the trade. The Pakistan vessels carry raw 
cotton to Communist China, while the Finnish vessels are usually 
chartered to Polish interests for carriage of goods from Gdynia. Be- 
tween them they account at present for another 8 percent of the free 
world’s voyages to Communist China. Recently, Dutch, Danish, and 
Norwegian shipping firms have restored regularly-scheduled service 
to Communist Chinese ports. 

There is another, and perhaps a more precise way of looking at 
the China seaborne trade than ships and ships’ tonnage, however ; 
this is to take a look at the nature and tonnage of the cargoes them- 
selves that have come in by sea. Our data on this subject are far 
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from complete, but there are a few things we do know or can safely 
assume. 

To begin with, we may presume that the ships bound for China 
which originate in Gdynia or the Soviet Far East are carrying some 
cargo Which has strategic value for the Communist Chinese. This 
means that in 1952, for example, in the estimated 70 calls made by 
<hips originating in the European Soviet bloc, cargoes were discharged 
which probably “consisted partly or wholly of strategie goods. We 
know also that Ceylon shipped 5 shiploads of rubber by Polish vessels 

» the Communist Chinese in 1952 and proposes to continue to ship 
rub ber at the rate of 50,000 tons a year over the next 5 years. 

When we consider the shipping which originates out of other areas 
of the world, however, the picture is quite different. In the first 
place, we know that the ships that move from Japan to the China 
coast usually move in ballast in order to pick up a cargo of Chinese 
soybeans, ground nuts, vegetable oils, iron ore, or grains—rice, corn. 
When cargoes for the China mainland originate in Japan, they are 
carefully screened by the Japanese to exclude anything which might 
be of strategic value to the Communists: the Japanese control over 
strategic goods i is very strict, and more closely approximates the con- 
trols of the United States and Canada than any other major industrial 
country. It does not go so far as to exclude all the things that civilians 
might use in their everyday living. 

We know also that the shipments bound from Pakistan are usually 
cotton and those from India are usually jute gunny sacks, for which 
these countries get corn or rice in return. Finally, we can be fairly 
confident that when shipments come from the rest of the free world, 
they have usually been screened by the exporting country, in aecord- 
ance with United Nations’ resolution of May 18, 1951, to exclude the 
things which the particular countries consider “strategic.” 

Everybody in the free world embargoes arms, ammunition and im- 
plements of war. Some countries go a great deal further and embargo 
long lists of all other things as well, but others do not. 

In summary, the picture is this: The bulk of Communist China’s 
imports from the free world now come from a handful of countries 
and are concentrated in a few commodities: raw cotton from Pakistan 
and Egypt; fertilizer and dyestuff from Western Europe; crude rub- 
ber from Ceylon; medical supplies through Hong Kong; and jute 
gunny bags from India. 

China’s exports to the free world remain much as they have always 
been: coarse grains, oilseeds and nuts, vegetable oils, soybeans and 
soybean oil, fruits and vegetables and other foodstuffs primarily for 


Hong Kong and Malaya, dried eggs, grains, and some coal and iron 
ore. 


THE PRESENT LEVEL OF CONTROLS OVER COMMUNIST CHINESE TRADE 


It may be helpful to review the existing controls over trade with 
Communist China. The United States, of course, has a total trade and 
shipping embargo against Communist China and North Korea. 

The United States prohibits its vessels from calling at Communist 
Chinese ports and from carrying anywhere in the world cargo destined 
from Communist China. Under Foreign Assets Control regulations 


32604—53——6 
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administered by the Treasury Department, United States oil com- 
panies, in effect, may not bunker any vessel en route to Communist 
China unless the companies are sure the vessel is not carrying cargo on 
the United States positive list of controlled exports, and unless they 
apply for and receive a Treasury license on that basis. 

There are other steps taken by various countries, however, with 
which you may be less familiar. Panama prohibits calls at Communist 
China and North Korean ports by vessels of Panamanian registry. 
The Honduran and Costa Rican Republics have similar decrees in 
effect. 

In the last few days, the United Kingdom has announced that, ef- 
fective March 31, vessels registered in the United Kingdom and the 
British colonial territor ies, including Hong Kong, will not be permit- 
ted to make a voyage to Communist China or North Korea without a 
validated license. 

Vessel-owners will have to apply in London, Singapore, or Hong 
Kong for a license for each and every voyage to Communist C hina 
and North Korea. To receive a license, owners will have to certify 
that the vessel will not carry to China any goods included on the 
United Kingdom list of prohibited cargoes. The maximum penalty 
for violating the license will be Government requisition of the vessel. 
Further, no “ships of any flag carrying to Communist China or North 
Korea cargoes which the United Kingdom considers strategic will be 
furnished bunkers in British ports. 

Just yesterday the French Government announced that it would 
institute a similar system of controls. These are most welcome ex- 
tensions of the country’s system of controls. 

I want to mention the special problem of ships flying the Greek 
flag and of ships operated by Greek nationals under other flags. Greek 
nationals have been flying the flags of half a dozen nations in the 
China trade. To some extent this group has been immune from the 
reach of any government. They do not live in Greece; they are not 
tied to any flag; they move readily from country to country. They 
can use fronts. of dummies so readily that effective control of the group 
needs cooperation of all the governments of the free world. The meas- 
ures I have already described have been tending to pin this group 
down somewhat. 

The coup de grace to the group was delivered on March 23, 1953, 
when the Gov ernment of Greece gave notice that, by a decision ‘of the 
Council of Ministers, the Government had forbidden all merchant 
ships under the Greek flag to call at Communist Chinese or North 
Korean ports. 

This step, when added to the restrictions already in force, rendered 
Greek shipping harmless as far as the Communist Chinese trade is 
concerned. 

In addition to these controls on the ships themselves, we are also 
working to improve the concept of “strategic goods” as countries apply 
it to the China trade. 

A good deal of that work is being done through an informal com- 
mittee in western Europe to which the principal industrial countries 
of the world belong. Some of it is being done bilaterally, in talks 
with individual countries around the world. As we presently stand, 
the major producing countries now embargo outright to Communist 
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China and North Korea a long list of goods which is much more ex- 
tensive than those agreed for embargo to the eastern European Soviet 
bloc. 

The United States is constantly advocating an extension of this list 
as it applies to Communist China on an almost day-to-day basis. We 
have some way to go yet before we will feel that the job is done, but 
yrogress is being made. 

Finally, there are constant efforts on the part of this Government 
and other governments to improve the existing systems of controls in 
order to cut down on smuggling, falsifying of documents, and the 
abuse of free port facilities. 

Concentrated effort has heretofore been made upon plugging the 
legal loopholes. 

Renewed and more vigorous efforts are now being made to move 
against those who, in violation of law, are carrying on an underground 
trade sending strategic materials to the Communist area. 

We and other cooperating countries operate, and are discussing 
constantly, controls over trade, such as the ICDV system, various 
transaction controls, and maintaining constant surveillance over 
illegal trade and illegal traders in an effort to cut down this traffic. 
In these efforts we are confronted with the hard fact that in trying 
to prevent illegitimate trade we have to be careful not to stifle legiti- 
mate trade through redtape and cumbersome regulations. 

Progress in this field has been slow, tedious, and technical, but I am 
encouraged by the recent developments in our negotiations with other 
countries in this area, and an intensive effort on our part to develop 
more facts and programs in this field is well under way. As you will 
recall, Gen. William J. Donovan has agreed very recently to act as 
a consultant, with particular reference to this activity, and I look 
forward with real anticipation to the contribution which I am certain 
will follow his present review of this entire situation. 


SOME REMAINING PROBLEMS 


Yet I would be less than frank with the American people if I did 
not point out the real difficulties that lie ahead in dealing with the 
remaining problems of Communist China trade. 

The fact is that, with the existence of controls over strategic goods, 
most countries of the world do not see strategic implications in the 
trade that remains. For instance, many countries of the world see 
no strategic implications in the movement of ships in ballast to the 
China coast to pick up iron ore and other cargoes for the free world. 
They also state that they see the possibilities of net advantage to the 
free world in the exchange of cotton, gunny sacks, and fertilizers for 
rice, soybeans, vegetable oils, animal feeds, and iron ore. We may 
not agree with these arguments, but we must recognize the economic 
facts on which they are based. 

There are other points of view with which we will have to deal as 
well. Some countries rely quite heavily on the earnings of their mari- 
time fleets to help pay for the things they buy from other foreign 
countries, including the things they buy from the United States. A 
number of these countries are part of NATO and are straining their 
resources: to meet the demands of the common NATO defense pro- 
grams. They argue that they cannot afford to forego the revenue 
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they get from ships’ charters on nonstrategie cargoes to Communist 
China and that it may be harmful to the strength of the free world 
to force them to do so. 

These are problems which we will have to consider carefully and 
sympathetically if we are to hope to get the kind of wholehearted 
cooperation from other countries that any really effective program 
of this sort requires. 


ADMINISTRATION OF PUBLIC LAW 218 


You may be assured that I am fully aware of the responsibilities 
which I now have under Public Law 213 to carry out the policy set 
forth concerning the control of strategic materials to the Soviet bloc. 

In the relatively short period since I assumed that responsibility 
I have made constant efforts to establish the facts on this trade and 
determine vigorous programs to carry out the intent. I will spare 
no effort to carry forward this program, which has such real signif- 
icance to the security interests of the United States. 

The essential coordination of the activities of the executive branch 
is developed through the Economic Defense Advisory Committee, with 
the membership that you see on this chart—State, Defense, Com- 
merce, and so forth. 

(A chart entitled “EDAC Structure” was shown as follows :) 


LOAC STRUCTURE 


ECONOMIC DEFENSE 
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STATE TREASURY 
OEFENSE CIA 
COMMERCE ODM 
MSA INTERIOR EX-IM BANK 


EXECUTIVE COMMITTEE 
SPECIAL JOINT COMMITTEES 


JOINT COMMITTEE ON EXPORT INTELLIGENCE 


WORKING GROUP 
x (COORDINATES BETWEEN EDAC 
ie een cy) AND INTELLIGENCE AGENCIES) 


i | | DECREASING FAR EASTERN TRANSIT 
wae poat AND POLICY RELIANCE ECONOMIC DEFENSE TRADE 


Mr. Strassen. State Department has supremacy in negotiations with 
other governments and in munitions. 

Defense’s obvious leadership is in defense matters and the coordina- 
tion of intelligence with CIA. 

Commerce has supremacy in the control of exports from the United 
States. 

Treasury has the lead on the ae With the Enemy Act, and 


MSA, on the responsibilities under the Battle Act. 
(A chart entitled “Trade of Free World With Soviet Bloc” was 
shown as follows :) 
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SOURCE: Commerce Department 
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Mr. Srassen. This shows the gross trade of all kinds of the free 
world with the Soviet bloc through those 5 years. Remember, this 
is the total Soviet bloc and the total free world export and imports. 
The dark red and dark green are the United States exports and im- 
ports. You can see how the United States exports to the Soviet bloc 
have come down to practically nothing and the United States imports 
from the Soviet bloc are practically nothing, and then you see the 
gross overall. 
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I should emphasize that this is in dollars and there is no adjustment 
for change in price levels. It is a straight dollar chart and you have 
to have that in mind. 

(A chart entitled “Trade of Certain Countries With the Soviet 
Bloc” was shown as follows:) 
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Mr. Strassen. On the right are the exports to the Soviet bloc, and on 
the left are the imports from it. 

The first is 1951 and the second 1952, for each country. The first 
country up there is Finland. You get on the right the 2 years of 
exports and on the left the 2 years of imports. 

Now remember, this is gross trade of all kinds. You will see the 
United Kingdom is next, then Sweden, Pakistan, Benelux, Hong 
Kong, West Germany, Egypt, Italy, Malaya, India, and finally the 
United States, on the bottom. 

These are selected countries of special interest or of importance. 

Mr. Rooseverr. On the Pakistan one, that represents mostly raw 
cotton, does it not? 

Mr. Strassen. That is right. 

Mr. Roosrvertt. And the exports of the Soviet bloc I assume are 
mostly of cotton to China. It went up in 1952 over 1951. 

Mr. Srassen. That is right. 

Mr. Roosrveir. And the Mal: aya one represents a very substantial 
decrease in their export of rubber. Is that what that indicates? 


STATEMENT OF KENNETH R. HANSEN, ACTING DEPUTY ADMIN- 
ISTRATOR FOR THE MUTUAL DEFENSE ASSISTANCE CONTROL 
ACT 


Mr. Hansen. Yes sir, rubber to the Soviet bloc but not to China 
They do not ship to China. 

Mr. Roosrveir. This represents a reduction in their exports of 
rubber to the Soviet bloc. Is that what this represents? 

Mr. Hansen. That is right. 

Mr. Srassen. The United Kingdom is up. It is a question of 
whether you handle the item under U nited Kingdom, or Malaya. 

Mr. Roosevetr. That is what I was going to ask. 

Mr. Srassen. We can give you the rubber figures. Rubber of course 
is embargoed by the free countries with Communist China but not 
with the Soviet bloc as a whole as you know, and we can give you thie 
figures on rubber movements to the Soviet bloc as a whole, here in a 
moment. 

Mr. Roosevett. In brief, has Malaya rubber been going to England, 
from England in pr ocessed form to Russia, and from Russia to C ‘hina ? 
Have they bypassed what was originally a direct transaction ? 

Mr. Stassen. Mr. Hansen can give you further information on that. 

Mr. Hansen. That has partially occurred. It is not a matter of 
reprocessing through the United Kingdom, it is actually brokerage. 
It is actually transshipped from the United Kingdom physically. 
There is some fairly direct shipment however from Malaya to the 
Soviet bloc excluding Communist China. 

The rubber figures are as follows: From the United Kingdom, re- 
exports in 1951, in the total Soviet bloc, 43,000 tons. That is 43,000 
tons. 

For 1952, the reexports from the United Kingdom of rubber 
were 89,000 tons. The reason however for the high figure for 
1952 is that the United Kingdom licensed around 60,000 to 65,000 tons 
in 1951. There w oe a ‘vee of shipping that delay ed many of these 
deliveries until 1952. Their licensing for the 2 years is approximately 
the same. 
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At the present time they are licensing on a quarterly basis since the 
Soviets are also only licensing or approving imports of -wheat and 
timber on a quarterly basis. 

Mr. Roosevetr, I see. 

Mr. Vorys. Could 1 ask one more question: The United Kingdom, 
does that include the increased shipments from Ceylon ? 

Mr. Hansen. Ceylon is completely separate shipments. Six thou- 
sand tons in 1951 and 30,000 tons in 1952. 

Mr. Roosrvett. Those are direct to China? 

Mr. Strassen. Yes. 

Mr. Hansen. Those are all China. Ceylon has not exported any 
to the satellite countries or to the USSR, in 1952. 

Mr. Vorys. These are selected ones. Are there any others besides 
Ceylon where there has been a fivefold increase in one year of ship- 
ments to the Soviet bloc? 

Mr. Hansen. No, sir. It is constantly decreasing. 

(A chart entitled “Index of Volume of Trade between Western 
and Eastern Europe” was shown as follows.) 


INDEX OF VOLUME OF TRADE 
BETWEEN WESTERN AND 
EASTERN EROPE 


( INDEX: 1950 =100 ) 


WESTERN 
EUROPEAN 
EXPORTS 


1949 1950 1951 


SOURCE: United Notions 


Mr. Srassen. This is all types of trade compared to prewar. It is 
quite diffie nltt to work out these statistics, but as near ly as we can work 
them out, you will see that prewar Western Europe imported in the 
order of 350 percent of what it now imports from Eastern Europe and 
it now ships—that is prewar it shipped, exported to Eastern Europe 
in the order of 150 percent. 

You take 1950 as 100 and that shows the direction of the overall 
trade between East and West Europe. 

(Discussion off the record.) 

Mr. Strassen. When the Battle Act embargo provisions went into 
effect on January 24, 1952, there were already in existence certain 
agreements between countries to ship items that were placed on the 
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sattle Act embargo list. After an intensive review, some of the pro- 
jected shipments were eliminated. Some of the items have been 
shipped and exceptions granted under the previous administration. 
I think the committee is quite familiar with those. They are estimated 
at $5,816,376. But most of these prior commitment items are not yet 
shipped or canceled. In other words, a pending problem of prior 
commitments. 

(Discussion off the record.) 

Mr. Srassen. This is a good point to mention: Our National 
Security Council is now engaged in a study of this whole question of 
East-West trade, strategic, nonstrategic, relative strength of the two 
areas, and China and Russia and Eastern Europe, and they are in the 
rocess of trying to analyze all these facts with reference to the broad, 
jational security policy of our country. 

(Discussion off the record.) 

Mr. Barrie. Mr. Chairman-—-— 

Chairman Cuirerrietp. Mr. Battle— 

Mr. Barrie. As a matter of fact we have been under the eight ball 
because the precedent has been set on these prior commitments up to 
this point and certain exceptions have been made for this country and 
the next country and the neighboring country and so forth and that 
will put us in a very difficult situation not to go ahead with those ex- 
ceptions and make the rounds. 

Is that not true? 

Mr. Strassen. We have some chance though now that a new adminis- 
tration can reexamine, and while a precedent obviously applies from 
one administration to another, it does not apply with quite the same 
force, so it is being restudied to see whether we can establish a new 
policy at this time or to what degree you can tighten up and what its 
effect is upon your own friends overseas and so forth. 

Mr. Barrie. [ hope we can establish some new precedents. If I can 
help you, I will be glad to. 

{Discussion off the record.) 

Mr. Strassen. I might just conclude, Mr. Chairman, by saying that 
we are endeavoring in every way we can, through the coordinated 
activity of the departments in the executive branch, with the various 
leadership of departments as I indicated in my opening statement, to 
ove. 

There has been some significant progress made in these last few 
months. Under the outstanding leadership of the Secretary of State, 
Mr. Dulles, a series of successful] negotiations have been consummated 
in recent weeks by the State Department to tighten up on this East- 
West trade situation. 

You will recall that the United Kingdom and the United States talks 
were concluded on March 7. The communique was as follows: 


? 
I 
? 
I 


The two Secretaries of State also considered the Far Eastern situation. They 
reaffirm the importance of preventing the shipment of strategic materials to the 
mainland of China. Mr. Eden stated that Her Majesty’s Government in the 
United Kingdom, in addition to the system of controls already in force, had 
decided: (@) to introduce a new system of licensing vessels registered in the 
United Kingdom and colonies so that strategic materials from nonBritish sources 
could not be carried to China in British ships; (b) to take additional steps 
designed to ensure that no ships of the Soviet bloc or other nationality carrying 
strategic cargoes to China should be bunkered in a British port. 
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This past week the French officials agreed and the communique re- 
flected that, and the Greek Government has taken a new action of a 
shipping control law that has been promulgated, which tightens up on 
the Greek flagships, and these negotiations are being pressed forward 
under State’s leadership with reference to other western nations. 

Mr. Roosrverr. I hope McCarthy is not invited to sign these commu 
nications. 

Chairman CutprerrieLtp. Mr. Vorys—— 

Mr. Vorys. Mr. Stassen, on administration of this law, you may or 
may not know that the committee in attempting to devise some peinod 
of administration rather than the absolute prohibitions involved 
the Kem amendment felt that the important thing to do was to have 
one responsible official who was to be confirmed by the United States 
Senate, with plenary power and with personal responsibility to ad- 
minister this thing. 

Now we find that there are a dozen agencies in the administrative 
structure and that Commerce has control of exports. You have spoke 
of the importance of the State Department. I wonder if you have 
been at this long enough to speak frankly on what you think of the 
administrative structure we attempted to set up as it lives in real life 
in Washington, today 

Mr. Srassen. Well, I would say this: There are many different ways 
that you can do these tasks and whatever way you devise, you must stil! 
have the cooperation and coordination of the principal departments 
of the executive branch of the Government. I would say my observa- 
tion has been that there has been very close cooperation and coordina 
tion during these last 2 months and I think by each recognizing the 
lead of the other in the right circumstance you can get the best results. 

For example, in these British and French and Greek matters, every- 
one who had information and recommendations has come into the pic- 
ture and then there has been the lead in the negotiations by State, 
which is really the only place that you can have the lead in the nego- 
tiations with another government. 

Of course, when you come to a matter of export controls over things 
going out of continental United States, I think it would be unwise to 
have that any place but in Commerce. When you come to a special 
matter like atomic matters you cannot have anybody saying what can 
go out except the Commission that is responsible for atomic matters. 

You inevitably, I think, get into a situation where you do have to 
have coordination, and then your main leverage is the economic aid 
phase, and so you place in my Department that coordinating respon- 
sibility and the responsibility of reporting to the President for his 
determination in questions of whether or not to terminate aid. 

Mr. Vorys. You feel then that this is a satisfactory setup, the way 
it is? 

Mr. Strassen. I would say in these 2 months it has worked out rea- 
sonably satisfactorily. I would not say it could not be improved. 
In fact, I think you could set it up in many different ways. It would 
still require coordination. 

I would say if you wanted to put on some other emphasis rather than 
the stoppage of aid, it could well be in some department other than 
my own. 
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You could center the whole thing in Commerce, for example, to take 
care of their lead in relation to United States exports and translate 
that to the world picture, or you could put the whole lead in State. 

There are various places it could be put, depending upon what kind 
of leverage you wanted to put on it and where you wanted your co- 
ordination point to be. 

Mr. Vorys. Thank you. 

Chairman Curperrrecp. Mr. Battle 

Mr. Barrie. I would like to follow up on Mr. Vorys’ question. 
First, let me say, Mr. Stassen, Messrs. Chiperfield, Vorys, Burleson, 
and Mrs. Kelly were on the subcommittee that wrote this act and it was 
sort of a composite of everybody’s wisdom or lack of wisdom. 

[ think we were practically unanimous in thinking and believing 
that we were trying to center responsibility in one person. 

Now I was particularly disturbed about the fact that none of our 
people responsible for administering this act were really in on the 
negotiations overseas. I think there have been some changes since 
then but at the time of my trip there was not even much liaison be- 
tween the State Department representative who did deal with these 
other countries and the so-called Battle Act representative. 

I do not see how we could really hold sasbeds responsible when 
they—I do not know whether you would say gave away their nego- 
tiating powers or redelegated their negotiating powers which we felt 
we were centering in the one holding your position. 

It seems to me that you will either have to be in or very closely 
associated with those doing the negotiating with foreign countries 
and those who are working with these countries to stop and limit this 
trade. 

I hope some steps have been taken since my trip and since my re- 
port. I hope you contemplate at least closer liaison and possibly 
taking back over this negotiating right which was dienes to the 
State Department. 

I do not know whether this calls for any comments. 

Mr. Strassen. We have been in these negotiations since the 20th of 
January that I have referred to, on what I would consider to be a 
satisfactory basis. 

I do feel that the lead on negotiations has to be a State Department 
lead and that does not excuse me from the responsibility of being the 
one who should drive for the results. 

However you have to enlist other departments of the Government 
to get the results and unless you can get the coordinate executive posi- 
tion in driving through, and in instances, Presidential backing, you 
cannot get the results, 

Of course at the present time with this restudy in the National 
Security Council—you see I am a member of the National Security 
Council and there is Defense, State, and Treasury and for this pur- 
pose Commerce was brought in and the Joint Chiefs of Staff and the 
CLA, so that they started out that study with a report by me of the 
status of the situation and what the problems were. 

They then referred it over to the Staff. They are moving into it 
that way. It finally comes to a matter of the executive branch of the 
Government taking a decision on policy and then everybody turning 
to getting that out. 
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Mr. Barrie. I suggested and I think perhaps there has been some 
progress made on our representation in the informal internationa| 
committee. 

Would you tell us what progress has been made there? 

Mr. Strassen. Mr. Hansen can probably give you more of the 
details. 

Mr. Hansen. The actual changes that have been made are twofold: 
First of all, we have in Paris at the present time an associate deputy 
administrator, Admiral Dupre, who heads a small staff who is die! ly 
related to the United States delegation which is a delegation to tli 
informal committee. 

However, the interrelationship has been effected basically by Ee 
Stassen designating Ambassador Draper as responsible for the enti 
operation on a multilateral basis in Europe. The way that works out 
then is that the United States delegation and Admiral Dupre’s offi 
are part of Ambassador Draper's staff and he is responsible for the 
negotiation insofar as instructions from Washington directly allows. 
Therefore you have a single responsibility with ‘Ambassador Dr: apel 
for the results achieved in the informal committee and for the nego 
tiations. You have two staff sections basically over there ; one a United 
States delegation to an international informal body, and second, 
—< assistance for the particular Battle Act phase of the work. That 

s all coordinated under Ambassador Draper’s leadership. He is the 
one who is responsible in the last analysis for carrying out the instruc 
tions that are received by the delegation, by the associate deputy ac 
ministrator or anyone else connected with the enterprise in Europe. 

Mr. Barrix. The Battle Act representative over there was more o 
less left out in the cold. 

Mr. Hansen. No; they are very closely associated. Were it not 
for the space problem they would be in the same offices or very near. 
That has been one difficulty we have not yet gotten around. 

Mr. Barrie. On this quantitative control procedure, I do not believe 
any of us contemplated in this act setting that up as a different cate- 
gory. Ithink when the act was written, the concept of it was that first 
there would be a complete embargo of war materials with no exceptions 
whatever. An embargo was also placed on a second category of stra- 
tegic materials of a nature where an exception could be made by the 
President of the United States when he decided it was to the securit) 
interests of the United States. 

In the administrative procedure there has developed a third categor) 
known as quantitative controls. I believe rubber has been classitie:! 
under that quantitative control category, and it has been decided—I 
suppose on an international basis—that a certain quantity of rubber 
can go to Russia for instance. 1 believe Mr. Vorys will bear me out— 
that the legislation did not call for quantitative controls, 

You and I have talked about this thing and debated it but I just 
want to call that to your attention at this time. 

Mr. Srassen. That calls attention sharply to one of our pending 
problems and that is what to do about antibiotics and drugs. 

Indications are that inside the Soviet they treat antibiotics as o 
strategic value. They keep military control over their distribution 
and seem to be anxious to get it. 
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With that, there is an attitude on the part of most of the Western 
countries of not wishing to embargo antibiotic drugs from the Soviet 
bloc. 

Some progress toward some quantitative control is made but there 
; definite opposition to an embargo approach. We know all the 

ngles of the humanitarian interest in drugs versus the strategic value 
of drugs and we are wrestling with this one right now. 

Mr. Bartix. Thank you, Mr. Chairman. 

Chairman CurrerrreLp. Mr. Smith- 

Mr. Smira. Mr. Stassen, did you discuss this East-West trade mat- 
ter with Mr. Eden when he was here ¢ 

Mr. Srassen. Secretary Dulles did in the conferences which were 
developed jointly. 

Mr. Smiru. A year ago when he was here, he was quite firm in 
his statement that they had to do a certain amount of East-West 
trade and that anything we did here would not influence their 
conduct. 

[ just wondered if he had softened up a bit on that. 

Mr. Srassen. He was quite cooperative. Take a matter like not 
bunkering these ships, even though they are Soviet ships that are 
trying to go to China, and matters of that kind, and this tightening 

up on the licensing of their own British-flag vessels. 

That was a very marked step in the right direction. It did not solve 
the whole problem, but it moved in the right direction. 

Mr. Smrru. A subcommittee was in Europe in 1951 and some of 
us went into the Netherlands and they, too, just at the time that 
we had passed the Kem amendment and the officials there were ada- 
mant in their position with reference to East-West trade—they said 
they had to do it to live. I think possibly there is something to this 

argument all right, but I just wondered how they were “feeling. 
Have you anything to indieate how the Netherlands are feeling on the 
East-West trade matter ? 

Mr. Srassen. It has improved some, and, of course, these negotia- 
tions under State’s leadership are going on and this question is brought 
up in relationship to other problems, any time there is a negotiation 
with another country. 

We do have this fundamental situation of, do we try to sharply 
diminish trade, strategic and nonstrategic, with the whole Soviet 
bloc? If we do, do we try to open up other avenues of trade for these 
people, both to ship what they want to sell and to obtain what they 
need? Do we spend additional American funds in doing that? How 
do we relate these different things together? Do we ‘consider that 
if the other western country has a net gain, a net security gain in the 
transaction, that is all right, or how do we put that together into a 
policy? When we get that studied through and establish the policy, 
then with reference to what Congressman Battle raises, all depart- 
ments of the Government under President Eisenhower’s emphasis on 
teamwork, will be all moving on that same policy and, of course, we 
will be reporting to and taking up with you any legislative questions 
that are involved. 

Mr. Smrru. Thank you. 

Chairman CurperrieLD. Mr. Burleson 

Mr. Burieson. I have no questions, Mr. Chairman, thank you. 
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Chairman Cuteerrietp. Mr. LeCompte 

Mr. LeComrre. No questions, thank you. 

Chairman Currrerrirecp. Mr. Hays 

Mr. Hays. No questions, thank you. 

Chairman Cureerriecp. Mrs. Church 

(Discussion off the record. ) 

Chairman Cyiperrretp. Mr. Roosevelt—— 

Mr. Roosevetr. No questions. 

Chairman CuirerrieLp. Mrs. Kelly—— 

Mrs. Keiuiy. Just one question. How many hats, at this time 
is Mr. Draper wearing ? 

Mr. Srassen. That is a good question. 

He represents five departments of the United States Government, 
I would say, in Paris, at the present time. 

Mrs. Kexiuy. Then on the East-West trade do I understand cor- 
rectly that he represents or has responsibility for the operating of 
this East-West trade? Is that my understanding? 

Mr. Strassen. He has overall responsibility in Paris for many 
different things which includes this responsibility in the negotia- 
tions with the international committee. 

Mrs. Keury. Is that a new step? Did you delegate that to him? 

Mr. Hansen. That was done before. 

Mrs. Keiuy. Is Admiral Dupre there? 

Mr. Hansen. That is right. He is Associate Deputy Administra 
tor over there in Paris and he is a line operator. The head of th 
United States delegation is a line operator. They both have slightly 
different functions but coordinated functions. They carry out the 
line operations and Ambassador Draper resolves any questions that 
require settlement in Europe on these negotiations, and he makes 
recommendations to Washington on policy and operations. 

Chairman Curperrietp. Mr. Bentley 

Mr. Bentiey. Do you have a special problem in controlling East- 
West trade with relation to Austria, because of the military zones 
of occupation? If so, how do you handle it? 

Mr. Strassen. We have a special problem there because part of 
Austria is Red territory and also Vienna is a kind of key point at 
which things can slip through, and of course, certain strategic plants 
located at that point are very susceptible to trade toward the East. 
There have been rather good results obtained there and there is also 
some leakage there. Mr. Hansen knows quite a bit about that 
Austrian situation and he might elaborate if he wishes. 

Mr. Hansen. We have the problem that we are dealing with a uni- 
fied country in terms of the Government’s responsibility in Austria. 
In fact, it is divided into two zones and the Soviets have always acted 
unilaterally within their own zone. 

(Discussion off the record.) 

Mr. Hansen. The biggest complication in our control on East-West 
trade in Austria lies in the German assets seized by the Soviets in 1945. 
They control and run over 300 enterprises, the so-called USIA enter- 
prises as an economic element of the U. S. 8. BR. They also control 
all the oil in the Zistersdorf fields. They control the factories in the 
east. Some manufacture strategic goods. 

(Discussion off the record.) 
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Mr. Hansen. The trend of those shipments has been reversed since 
1946 when they really started this up to the present day. It used to be 
they would export 80 percent of the material of those factories and 
would sell only 20 percent in Austria or to the West. That has been 
reversed completely at the present time. They must now sell in the 
West or in Austria 80 percent and can only take out 20 percent. 

( Discussion off the record. ) 

Mr. Hansen. It is a very difficult situation. The loss from Austria 
in terms of her own substance is very great. We have special provi- 
sions for controlling strategic trade. Every strategic item from the 
major industrial countries going into Austria is checked by our own 
people and by the Austrian Government. Before it is allowed into 
the country they assure themselves of the end use and in the cases 
where there has been a diversion or transshipment this has been largely 
when the identity of the item was lost and became purchased through 
normal commercial channels in the country. 

(Diseussion off the record. ) 

Mr. Bentiry. Do the Austrians have control of what is exported 
from the Soviet zone? 

Mr. Hansen. Very little. It goes out as a military shipment. In 
both eases the Austrian border guards may not even inspect the cargo. 

(Diseussion off the record.) 

Mr. Bentiry. That is an open channel insofar as leakage goes, 
pretty much. 

Mr. Hansen. If you determine it leakage from Austria that is 
where most of it occurs. For instance, about $45 million worth of 
leakage from Austria goes in the form of oil from the Zistersdorf oil 
fields alone. The Austrians have no conceivable control over that. 
But the leakage from the West of what goes into Austria we think is 
very, Very minor and largely secondary. 

(Discussion off the record. ) 

Mr. Bentiry. Whatever assistance is given to Austria and which 
eventually ends up in the East zone would actually be contributing 
to that leakage from Austria itself, would it not? 

Mr. Hansen. Not necessarily, sir. Generally, the aid we give to 
Austria contributes to the economic well being of Austria. It is a 
question of your putting something in here and something not iden- 
tical, an actual Austrian resource being taken out on the other side. 
That is something that is completely beyond our control under the 
four-power agreement. We are certain that it is not just a rat hole 
for our aid. We are accomplishing with our aid what we set out to 
do. However, the Austrian economy is laboring under the strain of 
this continual drain by the Soviets, where there is no way out of that 
short of a State treaty for Austria. 

Mr. Bentiry. A drain on the Austrian economy is to a certain 
extent a drain on us, too. 

Mr. Hansen. It has an indirect effect, and i would be the last to 
deny it. 

Chairman Crrerrrreip. Are there any other questions? 

Mr. Vorys. Mr. Chairman, if there are no other questions, I know 
we would be interested in having your comment and assistance on 
this problem that the newspapers report with regard to the senatorial 
staff and at least one member of a senatorial committee. We appre- 
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ciate very much the way we have been consulted on this. Many of 
us thought we had no particular duty to negotiate such matters. | 
think we would all be glad to have you comment on that situation. 

Mr. Strassen. I might say we discussed that at some length before 
the Senate committee, and I assume that it is a matter of record. 

Mr. Roosrvetr. The Senate Foreign Relations Committee ? 

Mr. Strassen. No; the Senate investigation committee. 

I endeavored to explain to the c ommittee that really there was only 
one way you could accomplish this and that was to get all of the non- 
Communist governments in the world moving together on tightening 
these things up and that the only way to do that was through the lead- 
ership of the State Department and the President and that you could 
not accomplish it in any other way; that we analyzed further the mat- 
ter of these specific ships and pointed out that these Greek shipowners 
had, in fact, already been barred from doing almost all these things 
by the recent actions of the Secretary of State in his negotiations with 
the British and of the Greek Government’s action of 10 days ago and 
by earlier action of the Panamanian and Liberian Governments, so 
that it finally came down I think to a matter of 17 ships that were 
affected; and of course there are many ships in the world which can 
replace these 17, unless you get all these governments moving on it. 

It is very important that everyone have a perspective that you must 
move on the whole non-Communist front and that any individual 
holding back by owners of ships will not really affect the problem. 

That was discussed at some length and I do not think there was 
quite agreement on what the conclusion was. 

Mr. Rooseverr. Did: you get into the constitutional question, 
Governor ¢ 

Mr. Srassen. Not directly; no. 

Mr. Vorys. Did you get into the Logan Act question ? 

Mr. Srassen. No; we did not. 

Mr. Smarn. Tell us about the Logan Act, John. 

Mr. Vorys. The Logan Act is an act which prohibits any Member 
of Congress or anybody else from contacting a foreign government. 
At one time you, Mr. Stassen, were very areful to avoid any possi- 
bility of offending against the Logan Act. It limits the contacts that 
‘an be made. 

Mr. Srassen. It limits the negotiations that affect other countries, 
to the official government. 

Mr. Vorys. Have you thought about the extent to which this might 
be involved? Of course, if this negotiation was simply with foreign 
individuals, it might not involve the Logan Act, 

Mr. Strassen. We did not discuss that this morning and I do not 
think it is my place to discuss it. 

The way we were drawn into it was with regard to the questions 
of Mr. Hansen and myself on the effect of this Greek shipowners’ 
situation. Then there was some disagreement.as to what the effect was. 

Mr. Vorys. Do you mean disagreement as to political effect ? What 
sort of agreements with whom did these Greek shipowners make? 
Was it members of the staff of Senator McCarthy, or volunteered 
agreements with the United States Government, or was it ‘simply a 
unilateral declaration that would have no binding effect other than a 
gentleman’s agreement ? 
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Mr. Strassen. I think perhaps the committee’s record—it was an 
open ented what this agreement is will be the best answer 
to that. 

I think three key points came out, that I think it is well to have in 
mind. One was this matter that you really cannot accomplish what 
we are after unless you back up the leadership of the President and 
the Secretary of St: ate in carrying it out. Two, that this group of 
Greek shipow ners had been under investigation on this matter of 
carrying strategic goods and that one of the questions was, was there 
any implie ation in the committee’s contacts that they would no longer 
be investigated. 

In other words, if someone had been doing wrong and then the 
only answer was, well if they agreed not to do it any more you would 
commend them, that would make it more difficult for us to enforce 
in the cases of other wrongdoers. 

A third thing was that to say that a certain group of ships that 
carried goods last year, it has been agreed by their owners they will 
not carry goods this year, does not really solve your problem because 
those ships ‘an easily be replaced by other owners unless you get all 
these governments c losing ioe n as we have been getting through the 
Secretary of State’s leadership i in the United States, France, United 
Kingdom, Greece, and closing down on one merchant ship after 
another. Then you really get “the job done. Those were the points 
involved. 

Mr. Vorys. It might be well for us to refresh our recollections on 
the text of the Logan Act. I will without objection at this time 
read the substantial part of the act. 

This is title 18 of the United States Code, section 5. 

Every citizen of the United States whether actually resident or abiding 
within the same or within any place subject to the jurisdiction thereof or in 
any foreign country who, without the permission or authority of the Govern- 
ment, directly or indirectly commences or carries on any verbal or written 
correspondence with any foreign government or any officer or agent thereof 
with an intent to influence the measures or conduct of any foreign government 
or any officer or agent thereof in relation to any disputes or controversies with 
the United States or to defeat the measures of the United States, and every 
person who counsels, advises or assists in any such correspondence with such 
intent shall be fined not more than $5,000 and imprisoned not more than 3 
years. But nothing in this section shall be construed to abridge the right of a 
citizen to apply himself or his agent to any foreign government or the agents 
thereof for redress of any injury which he may have sustained from such gov- 
ernment or any of its agents or subjects. 

Mr. Roosevett. Will the gentleman yield for a question? 

Mr. Vorys. I yield. 

Mr. Roosevetr. As I understand that section, and it has been some 
time since I read it, too, it deals more with a negotiation of the United 
States. Here he may have been dealing directly with shipowners 
but it certainly affected the policies that agents of our Government 
were carrying on. I think it is a very close question as to whether or 
not the Logan Act is involved. 

Mr. Vorys. I do not know. I thought that some of us on this com- 
mittee when we discuss matters with ambassadors and others should 
have the Logan Act in mind. 

Are there any other questions? 

Mrs. Ketxy. I have a question. 


33064—53- 7 
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Did not someone in the State Department say that these shipowners 
were already put out of business as a result of the negotiation of the 
State Department with these countries for the past 18 months and 
further shipping would now be terminated ¢ 

Mr. Strassen. I think the analysis as we talked it through this morn- 
ing was that there were 17 ships that at some previous time had been 
involved in this trade, that had not yet been covered by the govern- 
mental agreements but that most of the 252, specifically the Greek 
ships, British ships or the Panamanian or Liberian registeries have 
been covered by various governmental actions. 

Mrs. Ketiy. Has it been established that any of these ships were 
purchased by these Greek owners through American aid? 

Mr. Stassen. Some of them were American Liberty and Victory 
ships originally and that situation is being investigated as to whether 
there are any « yaaa in those contracts or delinquencies or anything of 
that kind that could be affected by it. 

Mrs. Keiiy. Thank you. 

Mr. Barrie. Mr. Chairman, could I ask a couple of questions? 

Mr. Vorys (presiding). Yes. 

Mr. Barrie. My first question involves the matter of intransit trade 
through these free ports of continental Europe. I talked with rep- 
resentatives of most of the informal international committee members 
in Paris and many officials in their governments on the home front. 
Practically all of them seemed to go along very well with the idea of 
setting up some sort of an inspection system to screen out and to stop 
these strategic items from going behind the Iron Curtain. That is, 
they were agreeable if they could get. their neighbors to agree to it. 
I am wondering if we are pushing that at the present time. 

( Discussion off the record. ) 

Mr. Hansen. I might say after a long dry spell we are very heart- 
ened by the results of our latest negotiations and we are pressing that 
very hard. 

(Discussion off the record.) « 

Mr. Barrie. 1 hope it is successful because about a year ago we 
thought we were right on the verge of getting those agreements and we 
did not get them. 

One last question if I may, Mr. Chairman. Has there been on an 
overall basis an increase or a decrease in the strategic shipments going 
behind the Iron Curtain. In the past year. 

Mr. Hansen. In the past year we cannot statistically readily sup- 
port a statement that they have decreased. The reason for that is that 
we have brought more items under control in the last year and when 
you lump them under the various categories you are including more. 
However, the impression that all of us have and the demonstrated 
facts in countless items is that there has been a decrease in the ship- 
ment of these items. 

The place where it may not appear readily is in the primary, stra- 
tegic items because of the involvement of prior commitments. These 
are long-lead items that started in 1947, 1948, and 1949 and are now 
being shippe xd. But by and large we have succeeded in decreasing 
the str: ategic materials as we and other countries agree on those, and 
even on those where they do not quite agree w ith us, in successive 
years up to the present time. 

(Discussion off the record.) 
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Mr. Srassen. Except for rubber. ni 

Mr. Hansen. Rubber did not go up in terms of what the British 
had informed us they were going to ship. However, we did not suc- 
ceed in our goal of negotiating the British down to a level that we 
though they could possibly support. But the increase in rubber has 
only been from Ceylon which has been completely out of the family 
of nations on this whole issue. Ceylon is not a member of the U. N., 
not a government which will deal with us on this program in a co- 
operative way. ; ; ' 

Mr. Vorys. At that point, is Ceylon a participant in any technical- 
assistance program or anything like that. 

Mr. Strassen. None. 

Mr. Hansen. They have nothing whatever from the United States. 
We have no Battle Act arrangement with them except under title IIT. 

Mr. STAssEN. They carry in Polish bottoms. 

Mrs. Borron. Is Ceylon in the Colombo Pact ? 

Mr. Hansen. They get the kind of help the Colombo plan calls for 
which is largely of the technical advice and assistance type. 

Mr. Smrru. They are also a member of the sterling bloc, are they 
not? 

Mr. Srassen. Yes. 

Mr. Bentuey. Since the Battle Act has been in effect, I wonder if 
any definite evidence has been received as to its effect upon the economy 
of the Soviet bloc or is it too soon to make such a statement ? 

Mr. Hansen. I believe it would be too soon to make a statement on 
it, and in addition to that it is very difficult to appraise the impact of 
the present extension of controls. On certain items we might . able 


to make a claim with respect to what that might have caused, but in 


terms of overall impact it is almost impossible to evaluate for this 
basic reason, that import of all types of goods from the free world to 
the Soviet bloc account for less than 1 percent of their gross national 
production, and trying to trace that statistically in an enormous econ- 
omy such as the Soviet bloc now represents is almost one of the most 
difficult tasks there is. 

We can in certain sectors, however, say that we have had an effect. 

Mr. Srassen. I might add to that, you can find some success re- 
flected in the almost desperate moves they make to get hold of certain 
things from the outside. In other words, when you find that they will 
pay a very high premium, that they will go through all kinds of devi- 
ous things to get certain items, you can be pretty sure they are des- 
perately short of them inside, and that is one of the ways you will 
get an idea of the effectiveness of the controls that you are putting on. 

Mr. Bentiey. Has there been any noticeable effect with regard to 
the embargo on China? I mean within Communist China? 

Mr. Hansen. It is very difficult again to state with any certainty. 
However, there has been an effect on the rate of industrialization in 
China, the completion of their various plans. We have hurt them 
where we could hurt them most and where it was in our power to hurt 
them in terms of embargo of strategic material. The amount you 
might hurt them further by cutting off the present fertilizer, cotton, 
jute, and so on that represents 85 to 90 percent of their present im- 
ports from the free world, it is very difficult to say, and they do have- 
the possibility of replacement within their own resources within a 
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certain period of time. It has had some effect. It has an effect of 
i degrees depending on what part of the economy you are 
ooking at. 

Mr. Voryrs. Could I ask a question? Going back to the chart en- 
titled, “Index of Volume of Trade Between Western and Eastern 
Europe,” this apparently is prewar. The Soviet bloc and the satel- 
lites exported a lot more to Western Europe than they imported 
from Western Europe. 

Mr. Strassen. That is right. 

Mr. Vorys. And the imports we would like to have come into West- 
ern Europe—lumber, grain, and coal—they have come down to less 
than a third of what they were. Our exports to them have only re- 
duced 50 percent, on the other hand. 

How did they ever get paid for their exports before the war? 

Mr. Srassen. Well, essentially before the war that western area was 
more the raw material and basic commodity area. I mean wheat and 
coal and products of that kind which they were sending over into in- 
dustrial Western Europe and they in turn were not industrializing 
as much then as they have been trying to push for lately, but there 
was more of the intangible counterbalancing trade. In other words, 
there was ownership over in Eastern Europe from Western Euro- 
pean sources—capital transactions of that kind which balanced off the 
trade. The character of the two areas has changed quite a bit. 

Mr. Vorys. As I remember, the OEEC clear back in 1947 or 1948 
figured that at the end of the Marshall plan there would be some- 
thing like about $1 billion of East-West trade. I may be off a whole 
lot. 

Mr. Hansen. I think that is correct. 

Mr. Vorys. I wondered what the amount of East-West trade is 
now, compared with that estimate of what OEEC figured Europe 
would need. 

Mr. Srassen. One of those charts gives you the whole free world. 

Mr. Hansen. The OEEC countries have about $800 million at the 
present time. The Korean war changed the price factor considerably. 
Your dollar amounts of exchange have remained almost the same, 
about $1.7 billion, but in volume, the price factor has changed, as you 
see in the chart. The actual volume of exchange has decreased a lot. 
This second chart shows an interesting story which shows that we 
are practically on a barter basis with the Soviet bloc at the present 
time. As a matter of fact, all trade with China is barter and it is 
almost a case of balancing out exports against imports on every trans- 
action and every trade agreement. It is very carefully handled and 
as a matter of common-security interest other countries are not allow- 
ing any debtor-creditor relationship wherever possible to be reestab- 
lished with the Soviet bloc. We got the example from Hitler in the 
last. war of what that can result in. Right now you have a narrowing 
of the swing between the exchanges of goods so it is almost barter at 
the present time. 

Mr. Srassen. I might say this other chart shows that the 1952 esti- 
mate is about $1.4 billion of free world export to the bloc and about 
$1.5 billion of free world imports from the bloc (referring to chart 
entitled, “Trade of Free World With Soviet Bloc,” previously re- 
ferred to). 
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That is the whole free area. Your recollection is very accurate, Mr. 
Vorys, and it is a little less than that billion dollars we were talking 
about. 

Mrs. Ketiy. On which list is rubber? 

Mr. Hansen. That is on the Battle Act category C list for quantita- 
tive control. 

Mrs. Keiiy. Do you not believe it should be on list I? 

Mr. Hansen. We do not believe it is a primary strategic item. It is 
subject to quantitative control. Its value lies in the quantity. A 
little bit of the reason behind that is fairly simple and that is that the 
Soviet Union has expanded tremendously—unfortunately with our 
help during the last war—their production of synthetic rubber. They 
have almost enough synthetic rubber to take care of their needs. That 
does not mean they can get along without natural rubber completely. 
They have to use it in certain military end items and in certain other 
manufactures but they have a stoc kpile of rubber, also. It is a ques- 
tion of what you affect by stopping this rubber. This rubber repre- 
sents wheat, and timber, to the United Kingdom and it represents to 
the southeast Asian countries one of their money crops. The more 
you cut down on the availability of rubber markets—even in this coun- 
try—the more chronic become your political, sociological, and eco- 
nomic problems in southeast Asia. 

Mr. Barrie. I know what you say is true but I do not think we 
should underestimate the importance of rubber. China has just made 
a 5-year agreement with Ceylon and as I remember it she is paying 
some 40 percent above the market price. So far as I am concerned, 
it is a very strategic item. 

1 am wondering, Governor, if you have in mind a review of the list 
of strategic items with the possibility of reclassification of such 
items—at least reviewing them to consider reclassification of such 
items as certain types of ball bearings and rubber and that type of 
thing. 

(Discussion off the record. ) 

Mrs. Bouton. Is that all, Mr. Battle? 

Mr. Barrie. I would like to compliment these gentlemen with whom 
I have been working for a long time and I say we still have a lot to do. 

Mr. Strassen. We agree there is much more to be done and we feel 
some progress has been made. 

Mrs. Bouron (presiding). Are there any other questions? 

We want to thank you very much for appearing with us. 

(Whereupon, at 4 p. m., the committee adjourned to reconvene at 
the call of the chairman.) 








MUTUAL SECURITY ACT EXTENSION 


WEDNESDAY, APRIL 29, 1953 


Hovse or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D.C. 
The committee met, pursuant to call, in executive session, Foreign 
Affairs Committee room, United States Capitol, at 10:40 a. m., Hon. 
Robert B. Chiperfield (chairman of the committee) presiding. 
Chairman Cureerrietp. The committee will come to order. 
Governor, we are glad to have you back, safe and sound. If you 
care to do so, you may proceed in any way that you like. 


STATEMENT OF HON. HAROLD E. STASSEN, DIRECTOR FOR 
MUTUAL SECURITY 


Mr. Srassen. Thank you, Mr. Chairman. 

I am pleased to respond to your invitation to report to you from 
the standpoint of the Mutual Security Program, on this meeting of the 
North Atlantic Treaty Organization which has just been held on 
April 24, 25, and 26, in Paris. 

I might make a very brief opening statement and then respond to 
your questions. 

May I say first of all that it is my view that the meeting was a solid 
success. It marked a significant advance toward the mutual security 
objectives of our country and it established a sound base for further 
progress in developing the combined military strength of the free 
nations of the Atlantic community. 

Now, one of the main reasons for its success was the able, affirmative 

anes of the Secretary of State of the United States, John 
oster Dulles, who personally chairmaned the United States delega- 


tion and spoke for the delegation in the NATO council meetings. 
I believe the committee heard his report yesterday and questioned 
him in that matter. 
I will speak today of the mec operations of the Mutual Security 


Program in relationship to this NATO meeting. 

There were six definite results which were obtained in this regard. 

First—a matter that I believe the Secretary referred to, to some 
extent—of the signing of contracts for the long-term production of 
the very best type of modern, combat jet aircraft, with substantial 
participation by a number of NATO members in both their financing 
and production. The United States commitment is entirely within 
the previously granted appropriations and previously approved pro- 
grams of the Congress. That the total group contracts amount to 
$559 million, of which the United States pays a little bit less than 
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half. The other participations are by Belgium and the Netherlands 
which are contributing about $120 million; France, which is putting 
in around $90 million to $95 million; and Britain, which is under- 
taking financing to the extent of $70 million to $75 million. 

These are contracts for the Hunter-Hawker aircraft of the British, 
and the Mystere-4, which is the new model of the French plane. The 
Mystere-2, you may recall, was not considered so satisfactory. The 
Mystere—4, our Air Force has evaluated as an excellent plane and the 
Hunter-Hawker, the British model, they have evaluated as being an 
excellent plane by actual tests of models. They are both swept-back 
wings, jet planes. 

These contracts reflect a part of the new policy we are developing 
under which we seek to establish a production base in Europe for the 
multinational production on a sound basis. Our own offshore pro- 
curement money joins with money put up by the European countries 
to get a sound, overall production contract, The United States will 
obtain specified planes from these contracts in the overall total. 

Some parts of some of the Hunter-Hawker’s will be produced in 
Belgium and other parts for the same planes in the Netherlands with, 
of course, the complete plane being turned out in the United Kingdom. 
The whole project is fitted together on a basis that production experts 
say makes a sound program. It is anticipated that additional coun- 
tries may buy some of these same planes. This means that you have 
production rolling on an approved plane of this kind. 

In undertaking this arrangement, we did have to project the possi- 
bility of deliveries all the way up to July 1956. 

Mr. Morano. That is 3 years? 

Mr. Strassen. Three years; that is right. That, of course, means 
that if anything happens in the interim and this flow of planes can- 
not go forward to the intended recipients, or used for other MDAP 
needs, the United States will own these products. We therefore ap- 
proached our Air Force on the basis of, “Are these planes that you 
would like to own,” and that is the kind of evaluation we got from 
the Air Force before proceeding. 

I will run quickly through the other points. 

The second point was an agreement upon a 3-year program subject 
to the approval of Congress and the other parliaments—and that is 
right in the agreement—for the construction of essential airfields, 
communications, and warning networks and related facilities. Such 
facilities are called infrastructure, The agreement provides for the 
participation in the financing by everyone of the 14 NATO members. 

This agreement specifically covers the remainder of what has been 
referred to earlier as the fourth slice of infrastructure and the entire 
fifth slice. This is the complete infrastructure job and it involves 
$770 million worth of construction over this 3-year period. 

Our part is forty-two and a fraction percent. 

When you consider that we are paying approximately 35 percent of 
the expense of all of the United Nations 4 e central expense of the 
whole United Nations—we feel that it was a reasonable, good trans- 
action, under all the circumstances, to get our NATO share down to 
about 42 percent. 

We were particularly anxious that everyone of the 14 nations should 
come up with some hard cash, and they have. We feel that that is a 
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step that will lead te better planning and more economical use of 
the funds in the infrastructure program. 

The third solid accomplishment was the adoption of firm force 
goals for 1953. You will recall that at the December meeting they did 
not reach a conclusion on firm goals. We now have firm force goals 
which are within the capabilities of the members, and are within the 
yotential of United States 1953 military armament deliveries, and 
which will make up the short-falls of December 1952, and will add 
substantial military strength beyond the 1952 goals. 

The fourth important matter was the development of an under- 
standing by our NATO partners of the general nature of our future 
Mutual Security Program—of the limitations on future United States 
programs—and the initial shaping of their own plans accordingly. 
This involved some of them realizing they were not going to get the 
levels of wid which they had assumed in their own preliminary plans. 
We will be going into that in detail next week when we come up with 
our program. 

The fifth important matter was the alerting of the members to and 
a discussion with them on the study now underway by SHAPE of the 
effect of new and modern weapons upon the defensive capabilities of 
Western Europe. 

The sixth significant point, as the Secretary undoubtedly empha- 
sized to you yesterday, was the reemphasis to the entire NATO Coun- 
cil of the importance of the European Defense Community Treaty 
to the defense of every member of the North Atlantic Treaty. 

Now I might add, in brief, that the United States delegation also 
included the Secretary of the Treasury, Mr. George Humphrey, who 
was extremely helpful through his keen analysis of the financial prob- 
lems involved and who skillfully promoted the understanding by 
all of the importance of a sound economy for the long-term strength 
of NATO. 

The Secretary of Defense, Mr. Charles Wilson, was a third member 
of the United States delegation and he demonstrated his unique grasp 
of the essentials of defense production. He reported on the deliveries 
of arms which could be expected during 1953 and counseled wisely 
on the age which could be taken to obtain more defense for less 
money. He particularly reported that with respect to a number of 
the critical items as to which there had been a delivery lag last De- 
cember, he could now project larger deliveries during 1953—in some 
instances doubled deliveries—than projected in the forecast that was 
made in December 1952. 

I am also pleased to report to the committee that the United States 
delegation was unanimous on every position taken in the NATO 
Conference, with its own position carefully worked out in advance 
in delegation meetings and based on thorough staff work by the 
departments concerned. 

It is anticipated that the next meeting of NATO will be in the 
month of October. I will say very frankly to the committee that 
there are many difficulties ahead, but much mutual-defense progress 
has been made and there is a determination and a rising confidence 
which favorably reflects the effective leadership which President 
Eisenhower had given in his earlier role in SHAPE and is giving now 
as exemplified in his April 16, 1953, address, which obviously had 
been read and studied throughout the NATO membership. 
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Mr. Chairman, that is my opening statement. 

Chairman Currerrietp. Thank you. 

Mr. Vorys. 

Mr. Vorys. That is certainly a good outline, Mr. Stassen. 

On the first matter, the offshore participation in jet-aircraft pro- 
curement, you mentioned that the United States will own specified 
planes in the program. 

Then, I did not know whether I understood you correctly, that as 
to the total deliv ery at 1956, that the United States could use any or 
all of the aircraft produced 

Was that two different statements? 

Mr. Srassen. The aircraft that are produced for our share, our 
$280 million total, we will own as they come off the line. 

Now we have in mind a requirement for those airplanes for NATO 
squadrons, as I indicated, but we are not bound to deliver those air- 
craft to anyone until we have reached a decision to do so after they 
are delivered to us from the factory. 

Mr. Vorys. You did not mean that the United States could use all 
of the aircraft produced for the $559 million ? 

Mr. Strassen. No. The other countries are committed to use their 
share for NATO, but they are not committed to turn them over to the 
United States. 

In other words, they turn over to the United States only that portion 
represented by our approximately 50 percent participation in the 
total. 

(Discussion off the record.) 

Mr. Vorys. I think I have taken my time. 

Chairman CurreerrteLp. Mr. Richards. 

Mr. Ricuarps. The generals are not very bashful about asking for 
a lot of divisions, ammunition, and equipment. They like to have as 
much as they can get; do they not? 

Mr. Srassen. That is right. Any general that you find anywhere, 
if you ask what his requirements are to carry out his mission, will set 
you an amount of forces that would prove, in total, to be beyond the 
capabilities of any country that is involved. Then you have to go 
threuph a process in which you determine how far you can go toward 
reaching the general’s wish for requirements and still keep your coun- 
try from going broke. 

The civilian side of the Government has to take the risks—the risks 
that are involved in having a force that is very substantial, but not up 
to the optimum that the militar y asks for in order to keep the civilian 
economy in its proper shape. That is the process that you are in now 
in NATO—of determining between what the military would say was 
the force that they could be certain would defeat the Soviet in the 
center of Europe, if they should attack, as compared to a force that 
you can reach and still have the countries with an economy behind 
those forces that can hold them up and sustain them. 

Mr. Ricuarps. Well now, Governor, there is $700 million, plus, that 
you have agreed on for this 3-year plan, and there is about $100 mil- 
ion a year to be our contribution. 

That agreement of course depended on what the different parlia- 
ments decided to do about that. 
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Mr. Srassen. That is right. We put that qualification right in the 
agreement, that the agreement was subject to the parliaments of the 
countries. 

Mr. Ricuarps. Do you have money now, or do you propose to get 
that ¢ 

Mr. Strassen. That will be in our program that comes before you this 
year. 

* Mr. Ricrarps. Now in the program for the first year, you will have 
to get agreements, let contracts and all that. 

W hen do you think you will get the use of those items, following 
commitment of funds? 

Mr. Strassen. Some of them, 1 year, some 2 years, and some 3 years. 
The construction will move forward step by step. 

Mr. Ricuarps. Of course, you understand the philosophy here in 
Congress—and you are right up against it regardless of the kind of 
program you bring up here. 

You have money now and as long as you have money in the Treasury 
to carry these things out, you are all right and do not need any more 
money. But that is an illustration of w vhat the pipeline really is and 
how long it takes to get the stuff on the line after you have ordered it. 

Suppose you say, “No; we will only give you 1 year here. We will 
give you $100 million, or half of what you ask this year to carry out 
this tentative agr eement.” 

Then you have the proposition where the top lines will be chopped 
off without some of that money and you will have to determine whet ~ 
the investment you have over there is good. 

Was this agreement made with the 100-percent endorsement of our 
military people ¢ 

Is this product a good product to do the job that other plans would 
do? 

Mr. Strassen. It was not only recommended by our military, but it 
was conditioned on the requirement that each specific project within 
the 3 years would have to have a military O. K. before it came up 
to us for payment. We have not only gotten military approval on 
the present outline of the 3-year plan, but we have a condition in it 
that there must be the military approval on the step-by-step imple- 
mentation. 

Mr. Ricuarps. Do you think it will cost the United States more 
money to provide the items offshore than to get them here? I am 
talking now about the planes. 

Mr. Srassen. It will cost us less under this transaction than it 
would to get them here. 

Mr. Morano. Will the gentleman yield at that point, please? 

Mr. Ricuarps. Yes. 

Mr. Morano. As I understand it, the plane appropriation has al- 
ready been approved and granted. We have already given them 
money for that, $559 million for the airplanes. 

Mr. Strassen. That is right. 

Mr. Ricnarps. Not for this contribution that the Governor is talk- 
ing about now. 

Mr. Srassen. Not for the infrastructure. 

Mr. Morano. Of course, those things mean airfields in other 
countries. 
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Mr. Ricuarps. I am talking about the planes in this $300 million 
which is the contribution of the United States arising out of this 
agreement. 

“Mr. Strassen. There are two agreements. The one on the air- 
planes themselves is within our present funds and the one on the air- 
fields is not within our present funds. 

Mr. Ricwarps. That is what I wanted to know. Infrastructure is 
not, but the planes themselves are. 

Mr. Srassen. Yes. 

Mr. Ricuarps. You have money to do that? 

Mr. Srassen. That is right. 

Chairman Cutrerrten. Mr. Smith 

Mr. Smrru. Mr. Stassen, have we contracted for the purchase of 
225 Mysteres from the French, that you know of ? 

Mr. Strassen. The Mystere-4’s, yes. We have contracted to pay the 
French $86 million for Mystere-4 planes. 

These are the modern swept-back winged Mystere-4’s 

Mr. Saurrn. We saw some of them several weeks ago and the Gen- 
eral told us that we had contracted for the purchase of 225 Mystere-4’s 
from the French. 

Mr. Srassen. That undoubtedly is the number, 225. 

Mr. Smrru. What kind of delivery date do we have on those? 

Mr. Srassen. A delivery date that the Air Force said was satis- 
factory. It projects out into the future. 

Mr. Sarru. | got the impression that it was a slow operation. 

Mr. Srassen. It has been too slow. One of the reasons has been 
this confusion about the two different models. To some extent the 
French wanted to sell us the Mystere-2 which our Air Force said they 
did not want to buy. 

Now we have settled on the one General Norstad said he wants, 
and we have the contract settled. 

Mr. Sir. When you speak of long-term contracts, what do you 
mean by that in terms of years ? 

Mr. Strassen. Three years. 

Mr. Smrrn. Can you give us some idea of what the complete pro- 
gram will call for as you present it next week, or do you want to wait 
on that? 

Mr. Srassen. I would rather we come up on the fifth of May with 
the complete program because some of the final decisions in the execu- 
tive branch are being made right in these days. 

Mr. Smirx. Will we have the benefit of your study group that went 
abroad, here, the experts, at that time? 

Mr. Srassen. You will have that before that. You will have most 
of those reports before this week is over. 

Mr. Smirn. Thank you, Mr. Chairman. 

Chairman Curerrrietp. Mr. Battle— 

Mr. Battie. Thank you, Mr. Chairman. 

I have no questions at this time. 

Chairman Currerrietp. Mr. Merrow—— 

Mr. Merrow. Governor, do you feel that these various countries in 
NATO are making progress in Europe, I should say, toward unifica- 
tion and integration, that is fairly satisfactory ? 

Mr. Strassen. I would wish that it was more rapid than it is. There 
has been some substantial progress like in the Coal and Steel Au- 
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thority. There is the beginning of a study of agricultural integration 
that might be quite important to the living standards of the people. 
The European Defense Community is not moving as rapidly as I 
would hope it would, and the European Political Community is in a 
stage of study of various constitutional drafts, 

Mr. Merrow. When we wrote the Mutual Security Act last year we 
stated that the MSA Director should insure that no country get funds 
under this act unless it takes decisive action to mobilize its resources 
in accordance with the plans. 

Do you find an acceleration of progress toward that ? 

Mr. Srassen. Yes. I also think you have an acceleration of the 
people’s views. Of course there is nothing more difficult to do than 
to give a judgment of what the people are thinking about, whether it 
is in our own country or in another. But I feel that the little signs in 
the wind indicate that the people of Europe are moving more and more 
in their opinion toward the integration of Europe. One of the most 
significant things on that point, I teel, and giving all the discounts 
that you must give as to what a municipal election means, was the 
fact that in this recent municipal election in France, the De Gaullists, 
who had been very firmly against the pulling together of Europe into 
the EDC, lost ground very sharply. I would be the first to say that 
there may be other reasons for this development but to the extent 
to which you can interpret this election, you find the Communists 
with their very solid approach losing ground slightly in the rural 
sections and the small towns, holding their ground in the middle- 
sized towns, and coming up with 100 percent of their former votes 
in Paris, and then you find the De Gaullists losing very sharply and 
those parties in the center, who are very much committed to European 
integration, gaining. 

These results tend to confirm a feeling you get from various Euro- 
pean countries that the move toward integration of Europe is gain- 
ing ground both in parliaments and among the people, but very, very 
slowly. 

Mr. Merrow. You think by constant pressure from us that we can 
perhaps step that up? 

Mr. Strassen. There is always a question of judgment as to how 
much it is a matter of pressure, how much a matter of persuasion, 
and how much a matter of their own independent conviction. That, 
of course, is the problem in the final instance. The Secretary of State 
and the President take the effective leadership, and we fit in with the 
policy they lay down. I believe they have handled it in these last 3 
months just right. 

Mr. Merrow. You spoke of military conditioning of the planes. 
That means they must have military approval. If they do not get 
that, what then ¢ 

Mr. Srassen. Then they are not paid for. 

Mr. Merrow. If this is not approved, then we do not pay for 
them ? 

Mr. Srassen. That is right. 

Mr. Merrow. Thank you. 

Chairman Currerrrecp. Mr. Carnahan 
_ Mr. Carnauan. In your second point, the 3-year program for 
infrastructure, you mentioned that this 3-year program included the 
fourth and fifth slices. | 
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Now what are we to understand is meant by a slice of the 3-year 
program ¢ 

Mr. Srassen. That was only to relate it back to the jargon that 
has been used in the past. As to this total overall program of build- 
ing fields and so forth, they started in previous years to take a part, or 
as it was called, a “slice”—one slice at a time. Last December they 
dealt with a part of the fourth slice. This action will finish the in- 
frastructure program—in other words, will complete the last “slice.” 

I was only referring back to this term because I know that some 
Members recall the former use of the “slice” jargon, to indicate that 
this will be the final step in completing the infrastructure program. 

Mr. CarnaHan. Would the 3-year program complete the so-called 
infrastructure setup ? 

Mr. Strassen. That is right. 

Mr. Carnanan. In this construction, is a particular airfield com- 
pleted before another is started, or progressing with an entire number 
of airfields at the same time ? 

Mr. Srassen. It is a stage-by-stage matter where some are com- 
pleted, others are started, and some are part way along. It is a stage- 
by-stage completion. 

Mr. Carnanan. In your fourth point you make the statement that 
the member nations have a better understanding of United States 
programs. In what sense do you mean that they have a better under- 
standing of United States programs or intentions ? 

Mr. SrassEn. Well, they have an understanding of what the execu- 
tive branch is recommending as to a reduction of economic aid and as 
to the different characteristics of our Mutual Security Program which 
will be presented to Congress next week. They also understand that 
the entire new approach is then subject to the approval of Congress. 

As you probably know, ever since last November there have been 
rumors that are 3 miles apart as to what would be the Mutual Security 
Program under the new administration. Of course the finalizing of 
the program cannot come until Congress completes its action. We 
gave them a better understanding—the Secretary of State did, with 
my complete backing—as to the direction in which the executive 
branch was moving in these policies that would be presented to 
Congress. 

Mr. Carnanan. That is all at this time. 

Chairman Currerrrecp. Mr. Fulton 

Mr. Fuxron. Rather than questions, with the committee’s consent, 
I would like to make some suggestions. 

I gather the time may be used either for that, or to get some views 
across. At this time, 1 would like to do some recommending for the 
bill that comes up. 

I believe that what we had seen in Greece when we were there was 
good—that is a combining of the joint administration services for 
everything outside of the military. 

Secondly, I feel that in each country we should have a committee 
of all United States agencies involved in that particular country so 
that the heads can sit down on policy with the Ambassador as the 
chairman of the committee. 

Thirdly, I think there are too many United States economic per- 
sonnel going around trying to tell countries what to do. I think in 
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many countries there were an excess amount of so-called economic 
people. The new Minister of Coordination in Greece is very com- 
petent and I think we can go too far in telling other peoples what 
to do. 

The next is this: On Eisenhower’s program for the admitting of 
240,000 people into this country in 2 years, I do believe it is hardly 
possible to get it through this Congress. 

As you know, I come from Pittsburgh and we in Pittsburgh are 
very short of engineers. For example, ‘the Rockwell Manufac turing 
Co. there has advertised full- -page ads in 6 different cities for engi- 
neers, paying young fellows $440 a month to begin with, if they will 
simply start in with the company as engineers. Various companies 
are donating to colleges, $3,000 per student if they will convince the 
student to come with them. 

(Discussion off the record.) 

Mr. Fuuton. It would have to be private recruiting but there could 
be a program set up so that these companies can get the opportunity to 
have these people. 

Asa matter of fact, the Rockwell people now they have heard about 
it, are sending one of their personnel men to see about it. They will 
also send personnel people to Italy. I also feel Italy was a good 
place to secure unemployed people who could well be used in our 
program. 

That could well be an alternative if we could not get through the 
general bill for 240,000 persons. 

On refugees generally, I was up in Berlin and saw the refugees 
coming in and they are a fine group of people. Many of them are 
upper middle class, farmers, businessmen who are coming in as you 
know, at the rate of 1,500 to 3,000 people a day. 

Now under the Kersten amendment there has been $100 million set 
aside. Most everybody in the Congress except a couple of us had felt 
that the amendment was solely for ‘forming militar y units. 

But the purpose of that $100 million is— 

Either to form such persons into elements of military forces supporting the 
North Atlantic Treaty Organization “or for other purposes when it is similarly 
determined by the President that such assistance will contribute to the defense 
of the North Atlantic area and to the security of the United States.” 


Note under that: 


Or for other purposes “when the President determines that they will con 
tribute to the security of the United States.” 
I believe we should go further and help these refugees get integrated 
into the West German economy. I visited one camp where there was 
almost 1,000 young men. It was the first time they had been away 
from their families. They were previously indoctrinated into Com- 
munist ideology and now nothing was being done for them other than 
giving them the barest necessities of food and shelter. 

My recommendation is that the refugee program be expanded. It 
is one of the best propaganda devices that we could have. 

And secondly that the young people have some other services given 
to them—education and indoctrination which they are not now getting. 

Thank you. 

Chairman Currrrrtetp. Mr. Zablocki—— 

Mr. ZAstocki. Mr. Chairman, I have no questions. 
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Chairman Cuierrieitp. Mr. Javits—— 

Mr. Javrrs. Governor, there has been a good deal of talk about the 
balance which the new administration will change as between Europe 
and the Far East in terms of military assistance and perhaps in terms 
of economic and technical assistance as well. 

Can you give us any enlightenment on the fundamental balance 
based upon your recent explorations in Europe? 

Mr. Srassen. Yes. 

I would say that from the standpoint of the Mutual Security Pro- 
gram, operating under the foreign-policy responsibilities of the Secre- 
tary of State and the leadership of the President, that it is not a matter 
of shifting, but of a realization that attention must be focused on the 
worldwide picture as a whole. This fact has to be constantly given 
attention and our support administered accordingly. 

That approach does lead to a recognition that there is a greater 
need for action in the Far East. It does lead to a need for greater 
attention to the Near East, and that will be manifest, as we present 
our specific program to you next week. 

That does not mean that we think that Europe is any less important 
than it has been, but it means that you cannot solve the problems of 
either Europe or communism, or protect the security of the United 
States, if you are not successful in all major areas of the world. 

Mr. Javrrs. Does that mean you are going to take one set figure and 
divide it differently or does it mean you are Just giving more attention 
to those areas and you are still going to give Europe what you feel 
it needs in order to do the job that you think needs to be done there? 

The impression created, Governor, was of course that—say we had 
$6 billion for foreign aid, and instead of dividing it, giving western 
Europe $4 billion, this is going to be a totally new shift, fat regardless 
of what western Europe needs, it is just going to get $2.5 billion, and 
the rest will have to go to other places, especially the Far East. 

Mr. Strassen. As we have seen it and as we have worked it out, I 
believe it is right to say this to you at this time. 

If you took what the generals in various parts of the world said 
there ought to be in terms of military requirements, and if you took 
what the countries said that they needed in order to meet their own 
economic problems to obtain a balance of payments, to carry out their 
development programs and to fill their needs, and if you then added 
those requirements all together around the world, you would get a total 
that, if met, would result in inflationary pressures inside the United 
States and a budgetary burden that would have serious internal com- 
plications. Therefore, you have to analyze back with your economic 
and Treasury people inside the United States as to the whole United 
States budget, and analyze back the defense portion to determine what 

‘an be done worldwide in the Mutual Security Program. You come 
out with a lower figure which you then again have to relate to your 
worldwide objectives and responsibilities for the national security of 
the United States. 

That very far-reaching process that has been going on during these 
first 3 months of the administration. The best judgment that we have 
as a result of that process is what will come to you next week. 

Mr. Javits. I have just one other question, Mr. Chairman. 

In the point 4 program, Governor, is anything being done in an 
active way to have American business tie right into the point 4 
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agency’s work and supplement governmental money by the enormous 
amount of technical assistance at its command ¢ 

Mr. Srassen. There is not enough being dene on it. 

Mr. Javrrs. It will not be reflected in this budgetary request ? 

Mr. Srassen. In part. 

Mr, Javrrs. You feel it will? 

Mr. Srassen. Yes. 

Mr. Javirs. And it will go to ease the burden upon Government 
financing ¢ 

Mr. Srassen. Yes. 

Mr. Morano, Will the gentleman yield at that point? 

Mr. Javirs. Yes. 

Mr. Morano. For example, if a tunnel could be found somewhere 
to produce the « ‘apital, could we get private capital to go in there and 
p aie e for 20 or 30 years? 

Is that contempl: ited in your program ? 

Mr. Svassen. Yes. The first thirg we look at is this: Is the devel- 
opment project sound from the standpoint of a country that is vital 
to the future interests of the United States? If we find that it is 
sound, the next question is: Can that be done by private capital? If 
it can be, we try to encourage that solution, with the Government sim- 
ply furnishing information, advice, and things of that kind and in 
some instances, this limited guaranty that is in the present law. 

If it cannot be worked out on a basis of private capital, we take 
another look at it to see whether it is so important in a vital country 
that we ought to go into some United States governmental financing 
of it. 

I might say that Mr. William Rand, who is my new deputy, is mov- 
ing forward on this kind of situation, among others. He is an ex- 
tremely competent business executive with long experience and he is 
developing that new approach. 

Chairman Cuiperrietp. Mr. Burleson—— 

Mr. Burieson. Thank you, Mr. Chairman. 

Mr. Stassen, could a reasonable inference be drawn from your dis- 
cussion of the jet-fighter planes that the emphasis has somewhat been 
shifted, insofar as air power is concerned, from the offensive to the 
defensive in Western Europe? 

Mr. Srassen. No. The inference that greater attention is being 
given to the air and to modern weapons would be a correct conclusion 
from what I have told you. But you cannot think, in case of an at- 
tack on Western Europe, of the offensive progress of your bombers 
across Europe to successfully hit back at the Soviet and return 
without an unacceptable loss unless you have top-flight jets, 
modern combat fighters, to help them go over and come bac HK. 

Otherwise you will just have an unacceptable loss of bombers. 
That has been one of the great weaknesses of the European defense 
structure up to this time, 

Mr. Burixson. Then your statements with reference to jet- -fighter 
planes is supplemental to the entire program and is not a shifting 
of emphasis? 

Mr. Srassen. It is a shifting of emphasis to more attention to air, 
on a long-term basis. It is an indication that because you cannot now 
make a decision that gives you a lot of airpower a year from now, 
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it does not mean you should not make the decision but that you 
should make the decision to obtain airpower as soon as you can, and 
that will mean 2 and 3 years from now. 

Mr. Burueson. In that connection Mr. Merrow raised the ques- 
tion with reference to the integration of Europe, the integration of 
the European community. Mr. Stassen, is it at all possible you are 
whistling in the dark with reference to the participation of the French 
in this program ¢ 

Mr. Srassen. No; I think not. I think I have been quite realistic 
about the difficulties there. 

Mr. Burueson. I had really expected you to express a less opti- 
mistic attitude if I interpret recent newspaper reports correctly. 

I know it must be most difficult to plan because France is the key 
to all of it; is it not? 

Mr. Srassen. One of the keys. 

Mr. Burieson. The key to 500,000 Germans. 

You have to plan on the assumption that France is going to come 
through and ratify the agreements. 

I wonder very seriously if they are going that far. Especially in 
view of the peace overtures now before us. 

Mr. Srassen. I think I have a sober optimism which balances be- 
tween realism and objectives. That is the best way I can put it. 

Mrs. Bourton. That is quite a sentence. 

Mr. Furron. Where does idealism fit into that ? 

Mr. Strassen. It really comes down to this: If you have a hill that 
you just must climb for a reasonable future life, you just set out to 
climb that hill. You do not sit down part way along the hill and 
sav. “I do not think I can make it.” 

You just have that determination that you are going to get up to 
the top of that hill. 

And you get into this matter: To me, it is unthinkable that the 
whole Western World, with all of the advanced civilizations of the 
world, cannot organize, develop, and implement a program sufficient 
to stop the Soviet Union from running over us. 

I mean that is the basic thing. I just cannot accept defeatism in 
that broad proposition. 

Mr. Burteson. If I understood Mr. Dulles’ statement, he more or 
less told our allies in Europe, that we were not going to start up that 
hill unless they did certain things, and that we wanted them to know 
it beyond a doubt. 

Mr. Stassen. He said we are moving on the hill, but they have to 
know that we cannot get over that top in good shape alone, that they 
have to carry their part of the load, and an important part of their 
load is getting the conclusions within their countries on EDC. 

Mr. Ricwarps. Will the gentleman yield? 

Mr. Burteson. Yes, sir. 

Mr. Ricnarps. I would like the Governor to give me his conception 
of a proper definition of that Texas expression, “whistling in the 
dark.” 

What would the gentleman from Texas say to that ? 

Mr. Burteson. I did not mean that the witness was alone whistling 
in the dark. I am wondering if we are not all doing it. 
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Understand this is not argumentative. I am for doing something 
and I hope for the best but want realism. I sadaeiadion have to 
plan today for whatever we do tomorrow. We must do that. 

However, | wonder if we are not doing a lot of whistling as we have 
done in the past. I am wondering if we are going to carry the same 
tune, now in the same darkness. We have been in the twilight and we 
have slipped back into a little more darkness. There are some imme- 
diate events which encourages us to do that—that is with reference 
to these peace overtures of the Soviets. 

Now the political conditions in France, we know, are not good, 
regardless of these municipal elections which have just taken place. 
[ cannot see anything but discouragement in it. 

Mr. Stassen. If the gentleman would just reflect a moment as to 
what the situation was in France in 1947, he would realize that there 
is a better picture in France today by far than the 1947 picture. It 
was touch and go in 1947 as to whether the Communists would come 
up out of the basements and actually seize that great country. That 
danger has slipped back until it is now remote. There is still a long 
way to go in France. However, I feel the combined economic and 
military program that we have developed with France in this last 
week will bring them on through. If it were not for this drain in 
Indochina you would have a much brighter picture in France today. 
You have a France that came out of a very dark hour in 1947 and 
then as it began to emerge, had the Indochina burden placed upon 
her in addition. 

Mr. Burueson. I recognize that comparison, Mr. Secretary, and 
appreciate it. 

On the other side of the ledger, however, in 1947 and 1948 they did 
not have the threat of Russian aggression hanging over them as in 
more recent years and as we have it today. 

So the comparison in that respect, it seems to me, hardly holds 
water. 

Yes, certainly improvements have been made, but on the other hand 
the threat is much greater and therefore the improvements should be 
accordingly parallel to meet the threat. 

That is what I mean. Certainly I do zonngem that conditions have 
improved. They could not have gotten much worse except for France 
to have completely capitulated to communism. 

The Russians . continuously become stronger and while that 
was going on, and while we were doing nothing except to try to co- 
operate as we did, they were building and accumulating war materiel 
and war strength. That was my point. 

Thank you, Mr. Chairman. 

Chairman Currerrietp. Mr. Morano—— 

Mr. Morano. Perhaps this question is outside your province, 
Governor. 

As I understand it, the NATO Council must have unanimity on 
everything it does, Do you have any opinion on that? 

In other words, 14 nations with 14 representatives have to unani- 
mously agree to do something before it can be done. What is your 
opinion spout that? 

Mr. Srassen. I would rather say that the 14 have to be unanimous 
if all 14 are to do it, but those who agree can move out without the 
others if they can carry it out without the others. 
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Specifically, if France, Belgium, the United Kingdom, the United 
States, and a majority were decided on a certain action, one of the 
countries could refuse to go along and you could not force it to go 
along. But they could not stop the rest of them from going ahead 
with their actions. 

Mr. Morano. That is true, but the point is, if an infrastructure 
was to be placed in a certain country, that country could say “No” 
and that would be the end of that, would it not ¢ 

I mean you have a $70 million program for infrastructure, for 
example. 

Is there weakness, in your opinion, for the requirement of una- 
nimity ¢ 

Mr. Srassen. In that particular instance, the countries where you 
are putting the fields have already agreed that the fields can be put 
in and any NATO forces can use those fields. They have made that 
agreement for the life of NATO. 

Mr. Morano. In other words, if we canont get unanimity, we can 
enter into multilateral or bilateral agreements with other nations 
to achieve the objective of our mutual security. 

Mr. Srassen. That is right. 

Mr. Morano. What happens if one or more parties fail to approve 
these agreements that you have entered into with respect to $770 
million worth of expenditures? 

Mr. Srassen. Then you would have to get a new agreement on it. 
In other words, you would either have to have the rest of them agree 
that the total is to be eut down that much, or you would have to re- 
negotiate the percentages of the overall total which each nation would 
contribute. 

Mr. Morano. Do you have any target date or was there any target 
date set tentatively or firmly by the Council with respect to approv- 
ing these programs by the respective parliaments? 

Mr. Srassen. By the next meeting of NATO in October. 

Mr. Morano. Some of us were concerned with the factor that since 
Adm. Forest Sherman died the negotiations with Spain have come 
to a standstill if not completely fallen apart. 

Do you know anything about those negotiations at this time? 

Mr. Srassen. They are actively going on at this time under the 
leadership of the new United States Ambassador to Spain. I would 
prefer you would ask the Secretary of State about the details. 

I do know that they are actively going on and we have set aside in 
our funds the amount that the last Congress appropriated for that 
purpose, to wit, $125 million. 

Mr. Morano. None of that has been spent, as I understand it. 

Mr. Srassen. That is right. 

Mr. Morano. There are three agreements which must be entered 
into under the law before you can expend that money ? 

Mr. Srassen. I believe that is right, but am not certain. 

Mr, Morano. Have you heard of any obstacle raised by the Spanish 
Government that would tend to retard these agreements? 

Mr. Srassen. I would prefer that you ask the Secretary of State 
about that. They have not reached agreement and the negotiations are 
active right at this time. I ean properly say those two things to you. 
With regard to any details, they are under the Ambassador and the 
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Secretary of State. I think I had better not be the source of your 
information on them. 

Mr. Morano. There is another question I would like to ask. 

As you perhaps know the French—I asked this question of the 
Secretary of State—the French do not require their recruited or com- 
pulsory inducted soldiers to serve overseas or to serve outside the 
country. Therefore they retard their training program and the regu- 
lars are in Indochina, and I suppose they do not have good regulars 
to train their recruits and so on, 

Has there been any discussion to get the French to change their law ? 

Mr. Strassen. Yes; there has been a general discussion of the 
strengthening of the laws that affect the terms of service of the per- 
sonnel in all of those countries. In some cases it is a question of 
stepping up the length of service; in other cases it is a matter of chang- 
ing a restriction as to whether the draftee can be taken out of the 
country or not. 

There are other matters of that kind including some, as you indicate, 
for the French, which are in the process of active negotiations among 
the various countries. 

Mr. Morano. Now the Secretary said it would be political dynamite 
for the French to repeal that law which would prohibit a draftee from 
being sent overseas. 

Mr. Srassen. Well on each of these questions—you know how 
difficult selective service is in our country when you come to the issue 
of what the terms of service should be. One of the most difficult laws 
to handle is a selective-service law. 

Mr. Morano. You are satified that the whole picture in Europe is 
improving and that our objectives can be attained § 

Mr. Strassen. I would not put it quite that flatly. I am satisfied 
there is some improvement. I believe there are very great difficulties 
ahead of us. I believe the only course we can follow is one which is 
based upon a determination to get the job done. I have, as I described 
earlier, a sober optimism that we can get it done. 

Mr. Morano. ‘Thank you. 

Chairman Currerrtetp. Mr. Roosevelt 

Mr. Roosrvert. Governor, is the aircraft offshore procurement 
agreement a pattern or a model for other types of military items, such 
as jeeps and tanks? 

Mr. Strassen. Yes. We are just starting to move in that direction 
and we anticipate that the 1954 program will be directed toward get- 
ting a whole group of countries, assisted with a little offshore money 
from the United States, to put the production of a certain item for all 
of them in one country—we will say in Belgium—to put the production 
of another item in France for all of them, another item in the Nether- 
lands, and another item in Italy. 

But, instead of having this multiple production in bits and pieces, 
with orders from each country, we will try to fit these together into 
a production base that would provide something like the terrific 
productive capacity we have in the United States with our large area. 
We feel that will also move them toward economic integration of 
Western Europe. 

Mr. Roosrverr. I have long been a strong supporter of this thesis. 

Mr. Strassen. I have understood you were. 
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Mr. Roosevert. I think it accomplishes, besides the economic advan- 
tages, one of the basic safeguards against any one country becoming 
militarily independent from its own “production point of view; that it 
eliminates the possibility of aggression between Western European 
nations. 

Mr. Strassen. It will be particularly important when we get the 
German angle tied in. 

Mr. Roosrvetr. That is the real key to the German question, I feel, 
and have felt it for a long time. 

Now, what progress has been made in increasing offshore procure- 
ment with the French, that procurment, in turn, being earmarked for 
Indochina ? 

In other words, this is our indirect way of getting more American 
aid to the Indochina struggle. 

Does this infrastructure include such facilities as airfields in non- 
metropolitan Western Europe? Does it include airfields and storage 
facilities and naval bases in north Africa, for example? Does it 
include strategic airbases or are those carried out under our own 
construction of American strategic airfields in north Africa? 

Mr. Strassen. I am quite certain that it does not include bases in 
north Africa. 

It does include northern Europe, central Europe, and southern 
Europe. It does include the three areas of the NATO command. 

Mr. Roosrvett. It does include Greece and Turkey ¢ 

Mr. Strassen. That is right. 

(Discussion off the record.) 

Mr. Roosrvert. Now, Governor, we have heard in the past a lot 
of discussion based on the shortage of dollar balances, especially with 
regard to France. 

‘AsI interpreted the press reports, Secretary Dulles let it be gener- 
ally known to the French that direct dollar aid, or what we called 
defense-support funds, is going to be greatly reduced with regard to 
the French. 

Now, is that based on greater offshore procurement, and therefore 
an alleviation of their dollar-balance shortage, or is it a reflection of 
an improvement of their dollar balance, due to increased exports from 
France to the United States? 

Mr. Strassen. Both. It will involve greater offshore procurement: 
it will involve handling the support of the Indochina war in a way 
that will give them dollar-balance-of-payments aid; and it will involve 
greater French exports and the earning of more dollars from their 
established productive capacity. 

Mr. Roosrvett. Does that contemplate a considerable change in our 
tariff policies with regard to French manufactured goods? 

Mr. Strassen. Not at this time, but it would involve the customs 
simplifications, so that French goods can flow in with a little less 
delay, because the French exporter particularly is rather thin on 
capital, and if he faces a long delay in the customs determination, he 
gets locked in. 

Mr. Roosevett. Is it fair to come to a conclusion that our increased 
offshore procurement for NATO in France, and our increased offshore 
procurement in France for goods to be used in Indochina will in 
effect total our previous defense support funds, and our previous off- 
shore procurement, dollar total? 
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Mr. StasseN. Probably not quite. There would have to be a further 
amount made up by the regular trade exports, and their earnings 
of dollars, either in the United States or in Canada, or from some third 
nation that in turn had earned dollars. 

Mr. Roosevett. Thank you, Mr. Chairman. 

Chairman CHIPERFIELD. Governor, you have before you a question 
that Mrs. Church has submitted. 

You may read it into the record. 

Mr. Stassen. Yes, I mentioned it earlier. 

Mrs. Church’s question was— 

Yesterday in his testimony Secretary Dulles referred to a 3-year plan adopted 
at the NATO conference. Will you, Mr. Stassen, please tell us whether or not 
the 3-year plan in its inclusion of infrastructure includes the second half of the 
fourth slice and any of the fifth slice? 

The answer is that it does include the second half of the fourth slice 
and includes all of the fifth slice and thereby concludes infrastructure. 

Chairman Curprerriretp. Mr. Prouty 

Mr. Provury. Governor, is there a chart available showing the 
various functions of the MSA and their relationship to the various 
departments of this Government and the NATO program generally ? 

Mr. Strassen. Yes. 

Mr. Prouty. Do you have a chart showing the number of personne] 
involved ? 

Mr. Strassen. The numbers of personnel are in a report rather than 
ina chart. It has been furnished to the various members and com- 
mittees of Congress who have requested it. 

The chart that we have is what I call our transitional organization 
chart. Our organization now is in a process of transition from the old 
form of organization into what will be President Eisenhower’s new 
form of organization. 

Mr. Provry. For example, I understand that while rae 
the technical aid program comes under State in some countries, MSA 
assumes primary responsibility for such activities; in other nations, 
State directs the program. 

Then the matter of ocean freight voluntary relief packages, some 
of that is under State and some under MSA. Duplication of effort 
certainly seems evident here. 

Mr. Stassen. The President does have in mind a reorganization of 
those matters. 

Mr. Proury. Now would there be any advantage in awarding off- 
shore contracts to American firms which, in turn, would sublet to 
European industrial organizations, the idea being that American 
firms would provide greater financial responsibility, technical know- 
liow, and so forth ? 

Mr. Strassen. Yes. 

As a matter of fact, we now have under negotiation a major trans- 
action involving some Italian producers in which we could not con- 
template putting the entire responsibility on Italian producers. We 
are making it a 3-way transaction in which we tie in a known, qualified 
American producer, into a 3-way transaction under which we feel we 
can be certain of getting the production results, while at the same time 
provide some employment, some earnings, and some balance of pay- 
ments assistance to Italy. The transaction has not been consummated 
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yet so I do not wish to give the names of the individuals, but it is 
right in process now. We feel it will be a sound arrangement because 
it is somewhat in line with some of the best production results which 
we have obtained inside the United States where you have your prime 
contractor and your subcontractors working together in various paris 
of our own country. 

Mr. Proury. Do I understand that the end items we are shipping to 
Indochina are distributed by the French ? 

Mr. Srassen. That is right. We have a military assistance ad- 
visory group in Indochina and they turn the material over to the 
French and the French distribute it from that time on. 

Mr. Prouty. How effectively and efficiently are they doing it there? 

Mr. Strassen. It is under a restudy at the present time. In other 
words, we are making a comprehensive effort to reach a conclusion 
with the French on a satisfactory plan for the winning of the Indo- 
china war, and this delivery of equipment is one part of that study. 

Mr. Proury. I wondered if it worked effectively in Indochina, if it 
could be worked out on a similar basis in Europe? 

Mr. Srassen. In Europe you have no real problem in that you have 
the SHAPE command. The material comes to the country and the 
country puts it into its forces which are in turn under command of 
SHAPE. Therefore, you know the supplies are getting to the divi- 
sions and that the divisions are being built up and being inspected by 
SHAPE, and so forth. We do not have that problem in SHAPE. 

Mr. Proury. Would you care to comment on the report submitted 
to you by 55 businessmen who studied MSA activities ¢ 

Mr. Strassen. I can only say that it has been extremely helpful and 
that we are furnishing copies to this committee and to the other com- 
mittees involved in all those instances in which there is not a sensitive 
question with the Government of the other country involved, and, in 
those instances, we will furnish everything but that particular sensitive 
section. 

The evaluators themselves are to come back in on the 7th of May and 
I am to report-to them what I have done about their reports. 

Mr. Proury. One other question: 

I understand, and I guess everybody has agreed, that the French 
financial crisis is due primarily to the Indochina war; is that correct! 

Mr, Strassen. Primarily; yes. 

Mr. Proury. A suggestion was made recently, and perhaps face- 
tiously, that this country should agree to pick up the check in Indo- 
china and then say to France, “Put your own internal affairs in order.” 

Is there any merit in the suggestion ¢ 

(Discussion off the record.) 

Mr. Srassen. It would depend a lot on what happens in the Korean 
and Indochina war, because those are heavy drains on (1) the United 
States, and (2) the French; it would depend on how successful we 
are in expanding the economies, the production base of our European 
partners, and on bringing the Germans into the picture, and factors 
of that kind. 

You see, what you get into is this: For example, with the French, 
when they have an extremely unbalanced budget, then in order to stop 
a runaway inflation, they put extremely tight credit controls on their 
country and they dry up all the loose credit by the Government taking 
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hold of it. The result is then that a good manufacturer who could ex- 
pand, cannot get the credit with which to expand; so you stop the 
expansion of the production base and of your economy in the whole 
country. It becomes a vicious circle. 

We are in the process, we believe, with the policies we have just 
been working out and that we are putting into effect with the approval 
of Congress, we trust, in France, and in other countries, of dealing 
successfully with that situation. These policies would be based on 
not overextending them in military requirements, but keeping them 
building up in their military strength at such a rate as will make it 
possible to put their economies on a foundation which we feel will 
result in an expansion of their gross national output. Asa result, they 
can carry more divisions in the future than they can if you keep 
them in this straitjacket with too high a goal right now. 

Now this is a very intricate and a very difficult series of moves. I 
would be the last to say to you today that we are going to get it done. 

I will say that we are on the road toward getting it done and will 
keep you advised as to how it works out. 

Mr. Harrison. It is a question of some years, at any rate? 

Mr. Srassen. That is right. 

(Diseussion oft the record. ) 

Mr, Svassen. Now obviously this is a matter that is distinctly for 
expert military advice, so let me give you simply my impression from 
the standpoint of the Mutual Security program, of where we are. 

I understand that we are at a point where we have enough divisions 
of good, combat readiness in Central Europe so that the Soviet could 
not just jump off on any given morning and come across Europe, that 
they would have a real fight on their hands. 

Consequently, they would have to first, if they were to be successful, 
concentrate a forward concentration of divisions, more than they now 
have there. 

As they move to concentrate in a forward position, we would have a 
warning from intelligence, 

(Discussion off the record.) 

Mr. Strassen. I think it must be apparent to the men in the Kremlin 
today that there are no places in the world where they can with 
impunity walk on through as they thought they could when they 
started across the North Korean border. 

Mr. Barrie. Will the gentleman yield? 

Mr. Harrison. That answers my questions. 

Thank you. 

(Diseussion off the record.) 

Mrs. Bouton, We were certainly not alert in Korea as to what has 
been going on and we were not ready for it. What of our knowledge 
of activity in China near the southeast border. 

Apparently the Chinese had put rather heavy forces down north of 
Laos, and so on. We were told that there has been knowledge for 
some 3 or 4 months, from January on, relative to this matter, that they 
had known, yet nothing was done, 

That is the rumor side of the picture. 

There seems to me to be another side of the picture that naturally 
one does not put too much confidence in. It would be a reasonable 
thing to suppose that with all the satellites she has now acquired into 
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which she has had to put armies, there is such a thing as history 
repeating itself. 

Ronked did this and the armies got pretty comfortable in their places— 
and though they may not be as comfortable as the Roman legions 
were in England, still it is a different life from that in Russia and 
they are not loved by the satellites. 

If there were movement forward, is it not conceivable that they could 
not perhaps count too well on some of their own groups, and that these 
divisions which are in Russia ready to come forward, would have not 
a friendly satellite to come through ? 

They would have to come through their own problem first. And 
perhaps isn’t that one of the reasons that Russia does nothing? 

Mr. Srassen. That is a very wise observation. You could not 
count in your calculations on any given satellite country in fact rising 
against them, but you can certainly have it in mind as one of the 
possibilities. 

Likewise, we know that in the early part of the war between Russia 
and Germany there were great defections on the part of the Red Army 
itself, and that really it was not until they reached the point where 
the Germans were committing atrocities in the Ukraine and the Soviet 
shifted its line from support of communism to the defense of mother 
Russia that they got the loyalty of the Red Army that was needed 
in order to be able to hold the Germans. 

Again there is a matter you cannot calculate on in your military 
plans. For example, Ridgway cannot say, “I calculate that of the 
250 divisions opposite me, 60 of them are going to defect.” He can- 
not make that calculation. That may, if you come to the ultimat: 
tragedy, be the kind of thing that would save the world picture righi 
in Europe rather than the longer drawn-out struggle that might other- 
wise occur. 

Mrs. Bouron. That does not seem to you to be an unreasonable point 
of view? 

Mr. Strassen. No; it does not. I think it is a very wise observation 
on your part. 

Mrs. Borron. Thank you. 

I have no real questions except that. 

Thank you. 

Chairman Currrrrretp. Mr. Crawford has an announcement which 
will take but a second. 

Mr. Crawrorp. Mr. Chairman, I want to let the commitee members 
know that at 2:30 this afternoon in the caucus room of the House 
Office Building Mr. Thruston Morton and Mr. Grant, of the State 
Department, will have a briefing meeting for the freshmen Members 
of the House. 

If any members of this committee would like to come they would 

be more than welcome, but it is primarily for the new members. 

Mr. Strassen. There is to be an open hearing tomorrow morning 
at 10:30 on East-West trade? 

Chairman CurrerrrevD. That is my understanding. 

Mr. Battle has talked with Mr. Wood and they have made arrange- 
ments. 

Mr. Srassen. [If it is still your wish to do it, I have this situation: 

A special meeting of the National Security Council has been ealled 
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on a special matter at 10:30. Would it be possible to defer the meet- 
ing until 11:30, at which time I could come up? 

I think this is a rather short matter, but I really should be there 
unless you want to make some other arrangements. If nothing else 
can be done, I can send someone else to the National Security Council. 
but on this special item I would much rather be there. 

Chairman CutIperFteLD. We will set it at 11: 30, then. 

Mr. Roosevetr. Or even 12: 00. 

Mrs. Botron. The House is in session tomorrow. 

Mr. Srassen. I will try to be up at 11: 30. 

Mr. Vorys. Mr. Stassen, before you leave I would like to try to find 
out where we stand on infrastructure. 

This committee that was abroad recently was given a cost for the 
infrastructure programs based on a basis of $969 million. The first 
three slices, they were told, amounted to $739 million, of which the 
United States already had made appropriations to cover of $288 
million. 

Now, does the $750 million—do you add that to the first three slices, 
or how do you get at the figure that is going to be the total? 

Mr. Stassen. The $770 million you add as the last half of the 
fourth slice and the entire fifth slice. That is the conclusion of the 
total program. 

Mr. Vorys. Then you talk about $969 million plus $770 million. 

Mr. Strassen. I have not verified your $969 million, but whatever 
the figure is up through December last year you then add $770 million, 
and that is what you have. 

Mr. Vorys. Then the only forward agreement that was made—this 
is $770 million beyond anything that has been talked of before ? 

Mr. Strassen. That is right. 

Mr. Vorys. And brings the total to $1,749,000,000, of which we paid 
nothing on the first slice, but are to pay what, roughly, $319 million ? 

Mr. Strassen. We did not participate in the first slice, since it was 
agreed prior to the advent of the SHAPE command. It was not put 
into the slice situation. We paid forty-two and a fraction percent 
of this balance. I think you will find that those tables, if you have 
the same tables I think you have, show, first, nothing and then up a 
very high percentage and then various 40 percents. Is that the one? 

Mr. Vorys. This is from the committee’s report, and it is the latest 
thing I could lay my hands on. 

It is information, as I understand, which was secured in Europe? 

Mr. Butuock. That is from the Pentagon people, that particular 
one. 

Mr. Vorys. The first slice was nothing. The next was 48 percent. 
The next was 43 percent. The next was—this first instrument of the 
fourth was 40. That is all. 

That goes clear across here and totals $969 million, with the United 
States paying $380 million, of which $288 million has been already 
appropriated. 

Now, I was trying to figure whether this was added on. 

Mr. Strassen. This isadded on. This is $770 million added to what 
you have read there. 

Mr. Morano. To the $288 million? 

Mr. Vorys. No; it is added on to $380 million. 
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Mr. Srassen. You add 42.5 percent of $770 million to whatever we 
paid over there. 

Mr. Morano. In other words, the whole thing will be $388 million 
plus $315 million, roughly. 

Mr. Srassen. Yes; that is right; but we did not contribute to the 
first slice. 

Mr. Morano. But it is not in there? 

Mr. Srassen. It is an additional amount. 


Mr. Vorys. Do the contributions of other countries include cost of 
land ? 


Mr. Srassen. No. 

Mr. Morano. No land and no taxes? 
, Mr. Srassen. No; it is hard-money contributions to the central 

und. 

Mr. Morano. There is a prohibition, I think, in the law against 
acquiring infrastructure where we have to pay taxes. 

Mr. Srassen. That is right. 

Mr. Morano. We are prohibited by law from entering into any- 
thing like that. 

Mr. Vorys. Yes;I know. I put that in there. 

Thank you. 

Chairman Currrerrietp, Thank you very much. 

Mr. Srassen. If you would like, I can have that table checked and 
see if it relates to the same thing we have. 

Chairman Currerrieip. The committee is adjourned. 

(Whereupon, at 12:15 p. m., the committee ciaenah to reconvene 
at 11; 30 a.m. Thursday, April 30, 1953.) 
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THURSDAY, APRIL 30, 1953 


House or Rerresen Tatives, 
ComMiITTEE oF Foreign AFrarrs, 
Washington, D.C. 
The committee met, pursuant to call, Foreign Affairs Committee 
Room, United States Capitol, at 11:40 a. m., Hon. Robert B. Chiper- 
field (chairman of the committee) presiding. 
Chairman CutrerrieLp. The committee will be in order. 
You may proceed, Mr. Stassen. 


STATEMENT OF HON. HAROLD E. STASSEN, DIRECTOR FOR 
MUTUAL SECURITY 


Mr. Srassen. Mr. Chairman, I would like to apologize for being 
delayed. 

As I told you yesterday, we had a special meeting of the National 
Security Council. While I could have sent an alternate, it was quite 
important that on this matter I be personally present. We just con- 


cluded, and I came right up here. 

May I say in this special hearing of this committee that I am 
pleased to respond to the invitation of this committee with its able 
Members of Congress, with its constructive interest and definite re- 
sponsibility in foreign affairs, for a frank discussion of East-West 
trade controls, a field in which I am aware you have had both pioneer- 
ing and follow-through interest of very major significance. 

It is an important program, and it is a complex and difficult pro- 
gram. 

I say to you, in the first instance, that President Eisenhower’s new 
administration will carry out its statutory responsibilities under the 
Battle Act with scrupulous care. You may be sure of that. 

I am sure you recognize further that trade controls are not an iso- 
lated activity. 

They cannot be operated in an airtight compartment of their own. 

They are only a part of a major policy objective of our Government. 

President Eisenhower described that objective in his state of the 
Union message in the following words: 

Application of our influence in world affairs with such fortitude and such fore- 
sight that it will deter aggression and eventually secure peace. 

The President also made it plain that the foreign policy we pursue 
will recognize—and here are his words— 
will recognize the truth that no single country, even one so powerful as ours, can 


alone defend the liberty of all nations threatened by Communist aggression frem 
without or subversion within. 
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That statement by the President is just as applicable to trade con- 
trols as to anything else. 

This job of trade controls must be done within the context of inter- 
national cooperation. 

An effective system of trade controls is an impossibility without the 
cooperation of other non-Communist nations. 

The United States, with all its great power and resources, cannot 
alone carry out this task. 

We can, and we have, cut off all exports of every description from 
this country to the aggressors of Red China, and we do not allow 
American ships to touch the Chinese mainland. 

But we cannot, and we should not, coerce the friendly governments 
of other sovereign nations. 

The plain fact of life is that we can get better cooperation by nego- 
tiation and persuasion than we could ever get by attempts at coercion. 

Compulsion in this matter of trade controls would be an unaccepta- 
ble and impractical method of getting the job accomplished. 

If we were to block off some trade by unilateral threat or coercion, 
but thereby lose a valuable friend and military ally, then we would not 
be making a net gain, but would have slipped a step backward down 
the hill toward disunity and the danger of war. 

The net advantage of such a move would lie with the Communist 
side of the Iron Curtain. 

We can never afford to forget that not one of our special programs, 
including the important program of controlling strategic exports, 
has any real promise of lasting value to the cause of freedom unless the 
countries that mean to defend their freedom can stand together in 
mutual respect and united purpose. 

Now, does this mean that the United States must follow a timid- 
soul policy in the control of strategic exports? Of course it does not. 
This Government will not fail to pursue its convictions energetically 
in the family of free nations. 

This international trade control program is an instrument of eco- 
nomic defense, designed to impede the military buildup of the Soviet 
bloc and strengthen the free world relative to the bloc. 

The cooperative efforts are continuing, and in fact have been steadily 
expanded. The international groups that were formed for this pur- 
pose are participated in by the United States, Canada, West Germany, 
Japan, and most of the NATO countries of Europe. 

The United States Congress, as you know, through a series of amend- 
ments to various statutes, has established the concept that American 
aid should not go to countries that did not cooperate in the control 
of strategic exports. You are familiar with those developments, of 
course, and with the fact that on October 26, 1951, the last of those 
amendments was supplanted by the Mutual Defense Assistance Con- 
trol Act, commonly known as the Battle Act. 

The countries of the free world without exception refuse to ship 
arms, refuse to ship munitions, refuse to ship atomic energy materials 
to the Soviet bloc. 

In addition, the important industrial countries today deny shipment 
of a wide range of other products and materials, covering those items 
that might make a significant contribution to the bloc’s war potential. 

The cooperating countries have agreed to control, though not flatly 
embargo, another wide range of items of secondary ‘significance. 
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Shipments to Communist China and North Korea are drastically 
controlled and the so-called secondary strategic items are embargoed 
by the cooperating countries, but not by all non-Communist countries. 

“Taken all in all, these programs have already accomplished much. 
They have pinched the Soviet bloc by withholding materials that the 
bloc countries could have used in their industrial-military expansion. 
The effect has been—not to strike a vital blow—but to delay and 
restrict the efficient production of many items of importance to the 
Communist warmaking capacity. 

Mr. Chairman, and gentlemen of the committee, I feel that one of 
the best indications of a measure of success is the rather desperate 
efforts that the Soviet make at very high cost to get certain strategic 
items. 

In other words, one of your best indications that you are pinching 
down on their supply of something is whether they make a very 
desperate effort to get it. 

We, of course, have much intelligence information on this. Much 
of this, it would not be wise to given in open hearing. I can properly 
say to you, that we know of instances in which they have tried to get 
ferro molybdenum by paying 10 times the regular world price, and 
they have tried to do it through all kinds of subterfuge and special 
deals. 

We know of many other items that are generally used in military 
buildup that they have tried to get at prices 2 and 3 times the regular 
world price. 

And when you get confirmation of that kind, you know that you are 
pinching off the things they would really like to get. 

We also know that we have some special problems. In relationship 
to that, I would like to restate the main objectives, as we see it, of the 
United States, as reflected from your legislative direction and our 
whole appraisal of the world situation. 

Our policies concerning the controls of the free world could be sum- 
marized as follows: 

1. Stop the flow—to any part of the Soviet bloc—of strategic ex- 
ports that would in any material degree increase the warmaking 
potential. 

2. Especially restrict trade with Red China so long as Red Chinese 
soldiers are fighting troops of the free world in Asia. 

3. Endeavor to insure that nonstrategic trade of free nations with 
the Soviet bloc results in a net security advantage for the free nations. 

4, Maintain a close and friendly relationship among the free 
nations. 

There is much yet to be done in the improvement of international 
cooperation in the enforcement of controls. As this committee knows, 
devices such as the rerouting of strategic goods in free ports to Soviet 
(destinations are employed to evade the controls of exporting coun- 
tries. I hope that before long we can report a very substantial ad- 
vance in the control of goods in transit. That control of course 
requires the cooperation of all the major mercantile and merchant 
marine countries. 

I am sure you are interested in the control of shipping in the China 
trade, and I brought you a statement on that subject 1 month ago, 
when I testified in executive session. 
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We know that the bulk of Communist China’s imports from the free 
world originate in a handful of countries and are goods that those 
countries consider nonstrategic, such as raw cotton from Pakistan, 
Egypt; fertilizer and dyestuff from Western Europe; and jute gunny 
bags from India. 

We know, too, that many of the free world ships that call at the 
Chinese mainland go there empty and pick up cargoes of grains, oils, 
eggs, and other goods destined for the free world. 

This Government is w orking on the China trade situation from sev- 
eral angles. For example, we are negotiating agreements with mari- 
time countr ies not to permit their ships to carry strategie goods to the 
Chinese Communists. That is regardless of where those “goods come 
from, whether they are in the eastern bloc, or the Soviet itself, or 
the western bloc, or where they come for. 

We are also constantly advocating the expansion of the embargo 
lists as they apply to the Chinese mainland. Weares seeking the appli- 

cation of stronger measures against smuggling on the C hina coast: 
the Hongkong situation and that whole picture which you are familiar 
with. 

With the effective leadership of the able Secretary of State, the 
Honorable John Foster Dulles, much additional progress has been 
made in these 3 months. You are familiar with the new agreements, 
with the English Government, the French Government, the Greek 
Government, and the German Government, in their conferences here 
in this country. 

Much remains to be done. We will press on under the policy estab- 

lished by Congress, with the objectives of peace so clearly expressed 
by President Eisenhower on April 16 ever in our thoughts, ever moti- 
vating our actions. 

Mr. Chairman, that is my opening statement, subject to your ques- 
tions. 

Chairman Cxatrrrrtetp. I think I will start the questioning with 
Mr. Battle, if there is no objection. Iam sure he will yield at any time 
to any member. 

Mr. Barrie. Thank you, Mr. Chairman. 

Mr. Chairman, I have no desire to take more than my share of the 
time. I will be happy to start off and yield at any time you see fit. 

Mr. Stassen, I would like to say at the outset, that so far as I am 
concerned, my attitude and my questions, I hope will be of a con- 
structive nature, even if critical at some points. 

First, I was quite interested in your statement, especially as to what 
has been accomplished. In one paragraph you said, “We can and we 
have cut off all exports of every description from this country to the 
aggressors of Red China, and we do not allow American ships to 
touch the Chinese mainland.” This is true, and I believe that it is 
also true of Canada and I am sorry to say, is true of no other country. 

In my report, which was issued about March 23 of this year, I 
indicated another accomplishment of which our country can be 
proud. 

We said that, “No nation, receiving United States military aid, 
has knowingly permitted shipments behind the Iron Curtain of arms, 
ammunition, implements of war, and atomic energy materials as 
defined by the Administrator since passage of the Battle Act, inso- 
far as can be determined.” 
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There is one possible exception to that, I believe, and I am wonder- 
ing what has been accomplished, if anything, yet, along that line. 
That is the situation of the in-transit trade. 

A situation where a country like Guatemala, for instance, which 
is Communist dominated, can ship goods, anything they can borrow, 
beg, steal, or make, to the ports of some of our allies as in-transit 
trade, be ‘serviced, changed to other ships or barges or trains, box- 
cars, and so forth, and shipped right on behind the Iron Curtain 
without any inspection to stop even strategic materials. 

A year or so ago, our officials thought we had an international 
agreement just around the corner on that particular point. 

Can you bring us up to date on that situation? 

Mr. Srassen. Yes. 

These negotiations are being pressed forward. There has been 
progress ms ade in them rece ntly and we are hoping that we can make 
real conclusive progress on it in the very near future. 

The improving cooperation that was developed by the Secretary 
of State, with leaders of the British and French Governments, was 
quite important in that regard. 

In other words, it will require a special transshipment control of a 
type that will take all the major maritime nations’ cooperation. We 
feel that that “corner” is a little closer. 

While we cannot assure you today that we will turn that corner, 
we will keep you advised of our progress and we are hopeful tha 
we can conclude it. 

We agree with you that this transshipment problem is one of the 
very difficult and also one of the very important ones. 

Mr. Battie. When I was in Europe last fall, studying this East- 
West trade problem, I had the opportunity and the priv ilege of talk- 
ing with representatives from the various industrial countries of Eu- 
rope in this international coordinating committee. I also talked to 
the Government officials back in their respective countries and there 
was general agreement among every individual that I talked to that 
there could be an inspection system of some description which could 
be set up, agreed upon, and made effective. 

Each one individually was glad to go along if the whole group would 
270 along. 

There were a couple of proposals up before this international] 
ordinating committee. Have we backed one of these proposals and 
are we pushing it in that organization ? 

Mr. Strassen. We are pushing it in that organization. 

The exact details of the negotiations, I of course am not familiar 
with. Irely upon the people who are immediately in charge, but they 
report to me that there is a favorable outlook for real, significant 
progress in the very near future on this transshipment control and 
inspection situation. 

Mr. Barrie. I would now like to shift to another point. 

Mr, Strassen. Before you shift, I would like to comment that there 
are some countries other than the United States and Canada complete 
ly cutting off the China trade. 

Panama has for some time. Greece has recently taken that step, 
in the early part of March. Honduras has and there are others who 
in practice have permitted nothing to go to China. 

33064—53-—-9 
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In other words, in practice they have done the same thing as the 
United States has. 

Mr. Barrie. If I am not mistaken, those are developments since 
report. 

Mr. Strassen. They are. 

Mr. Batrie. Shifting to another question, I am particularly i) 
terested in the number of embargo items on the Battle Act list for for 
eign countries and the embargo items which the United States fo: 
bids our own shippers to send behind the Lron Curtain. 

In this report, we said, “The United States forbids 28 items fron 
being exported from the United States, which are not on the embargo 
list prepared by the administrator of the Battle Act for foreign cow 
tries. 

In other words, we forbid 28 items to go behind the Iron Curtaii 
from the United States, which are permitted to go from foreign coun 
tries. 

I am wondering if that is still the situation, and if so—if they ar 
important enough for us to embargo, why are they not importa: 
enough for our allies to embargo / 

Mr. Stassen. They represent items on which our allies, for oi 
reason or another, will not agree with our strategic concept in relatio 
to them. 

There has been some progress on its. I think the number has bee: 
reduced from 28 to something in the neighborhood of 20. We ar 
constantly negotiating on those remaining items, but you will reac! 
situations where some other country does not agree that a certaii 
item is strategic. 

Sometimes, of course, they are affected by their own great need of 
finding some market for that item, and that gives you “this kind ot 
a problem. 

There are some of those items, too, I should point out, where they 
will not agree to embargo but they will agree to restrict the amount 
of it that goes in. 

Sometimes those items have both civilis S and military use and they 
take the view that a small amount of it going in will fit into th 
civilian economy and they want to keep on shipping that, but they 
will not expand the shipments. 

We do not consider that an entirely satisfactory situation and 
are consequently negotiating with them on it. 

Mr. Barrie. Of course, this act set up an administration to look at 
the thing from our particular point of view and to set up the restri 
tions, not on the basis of what Great Britain wants, or France, 
or somebody else, but this list was to be made. up on the basis of 
whether or not the materials were strategic enough or important 
enough to embargo. 

That is the particular point [ am bringing out. 

Mr. Srassen. If you wish to bring to our attention any particular 
ones of the 28, that we have not alres ady gotten generally agreed, that 
you think we should concentrate on, we would be very pleased to have 
that suggestion and to give you a report of how that particular item 
stands. 

Mr. Barrie. I am glad to see you have reduced the number of items 
because it is unexplainable to the American people that we em- 
bargo things and do not ask our friends and allies to embargo them. 
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[ have another question regarding the general attitude expressed in 
an official publication that not long ago went out to our different em- 
bassies over the world. 

Chis statement appears in a speech which has been reproduced in 
, manual distributed to United States personnel in Washington, and 

n our embassies for policy guidance concerning the administration of 
he Battle Act and inc ludes ‘these sentences : 

I believe that barring a sudden worsening of the international political situ 
ation, we are close to the maximum degree of control over trading with the 
Soviet block exclusive of China. Trade is now pretty well down to a minimum 
essential level from the viewpoint of the free world, particularly Western 
Lurope. 
| was wondering if you agree with that particular attitude expressed 
n this official publication ¢ 

Mr. StasseN. Whose speech was that, may I ask? I do not recall 
the speech. 

I do not recall any of the major figures of the new administration 
making a speech that had those words in it. 

Mr. Butiocx. This was in a manual distributed in the previous 
administration to the personnel who were responsible for administer 
ng the Battle Act, and presumably was a guide to them in the policy 
that they should follow. 

Mr. Strassen. We, of course, are not governed by that. Those 
speeches were made in the previous administration. We are endeavor 

g to implement the laws that Congress has passed and we are also 

tudying all aspects of this in the National Security Council, both 

ith relationship to how we can more effectively carry out the pres¢ 
law and whether or not we should recommend to Congress for t] 
onsideration any modifications in the law. 

Chere is a National Security Council study going on now, whi 


s been a part of the whole study of our security and strategic situa 


tion, 
Mr. Barrte. What I am getting at here is pretty mu h a matte 
ittitude, whether or not vou think we have done all w 
iether or not ‘there 1 sa lot to be accomplished. 
Mr. Srassen. There is more to be done and there is a 
tion of some phases of it that is required that is currently ; 
Mr. Barrie. In this report, we talked about the control 
tering and shipping. page 21, at the middle of the page, it 
Recently Russia has had over 100 foreign ships under charter at the same 


\ substantial proportion of these ships were under time charter, which m 


t during the charter period, these vessels were beyond the control of west 


Luons. 

It seems to me as I indicated in this report, that no service of this 
nature should be made available to Russia or her satellites. 

Now I am wondering what agreements we do have at the present 
time on ships, how long we have been working on these agreements, 
how they were made, and just what is the picture, today ‘ 

Mr. Strassen. The new British policy does cover this situation and 
we are working on the other maritime nations not to have these long 
charters without control, but in fact to bring a continuing control 
on every ship that carries the flag of the cooperating nations, 
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Your report correctly pointed out a weakness that had existed 
and we have moved very promptly in the new administration on that 
weakness. 

Mr. Barrie. Have we made any progress with other countries be- 
sides Great Britain on that matter? 

Mr. Srassen. Greece, also, and in the process with France, and in 
contact with almost all of the countries that are in our coordinating 
control committee. 

Mr. Barrie. What kind of an arrangement do we have now with 
Greece? 

Mr. Strassen. They have passed a new law that gives them a very 
vigorous control over all ships flying the Greek flag and which com- 
pletely embargoes Communist China shipping under the Greek flag. 

I would say it was a very good law from our standpoint of strategic 
control. 

Mr. Batriz. What about France, now? 

Mr. Srassen. France is in the process of implementing the policy 
agreements that were reached during the governmental conferences 
here in Washington, with the Secretary of State. 

I might say the Netherlands Government, I have been advised, just 
the day before yesterday took formal action to prohibit its vessels from 
calling at ports in Communist China and North Korea if the ship 
contains strategic goods. 

A few days before that, Canada further tightened up their action. 

In other words, we are moving on this and almost every week sees 
a new accomplishment. 

Mr. Barriz. None of these agreements now, as I understand it, 
involve shipments cf nonstrategic materials. 

Mr. Srassen. In our case they do and in some other countries, but 
we are concentrating on strategic materials which we feel is the policy 
Congress has set and it is the policy we wish to reach. 

Of course, one of the problems has always been, when what is rep- 
resented as being a nonstrategic shipment does in fact have some strate- 
gic goods in the hold, and that is where we have been trying to tighten 
up on the transshipment and the inspection. 

Chairman CutrerrieLD, Mr. Fulton 

Mr. Furron. Your statement said that oils are being shipped from 
China. 

What might they be? 

Mr. Srassen. They are vegetable oils. I think Dr. Judd could tell 
us exactly what they are, but they are the traditional tung oil and 
other vegetable exports from China. 

Mr. Furron. China at this point is able te export what might be 
food and fat items, is she? 

Mr. Srassen. It depends on how you apply the word “able.” 

In other words, totalitarian countries will at times take food right 
away from their hungry people in order to ship it outside for some 
kind of an advantage and that is one of the hard and ruthless facts of 
totalitarian government in relationship to their own people. 

Mr. Fuuron. But she is enough above the starvation level to be able 
to send out this material which to her would be valuable. 

My question then is, What is she getting in return that is so valuable 
to her ¢ 
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Mr. Srassen. There are reports of actual starvation in China. 
Serious starvation. 

Mr. Jupp. Communist sources have admitted 2 million Chinese are 
starving. 

Mr. Fuuron. You see what I am getting at is this trade, then, of 
exports that she is getting paid for, must have some strategic value, 
there, in reverse. 

Mr. Srassen. Not necessarily strategic value. She does import a 
lot of rice when she can get it. She trades these products. 

Now, of course she has had this rubber import, if that is what you 
are referring to, from Ceylon. 

That has been one of our major problems in this whole strategic 
matter, that Ceylon who has not agreed with these controls and is not 
receiving any American aid, has made agreements with Communist 
China to send, in Polish ships, large quantities of rubber. 

Those have been thus far a any step we could take to stop them. 

Mr. Fuuron. That Finnish tanker that was moving up toward 
China, where is that now? What happened to that? 

Mr. Srassen. All I can properly say to you on that is that it has 
not reached Communist China. 

Mr. Furron. Is there much danger of it reaching there? 

Mr. Srassen. I will simply say that it has not reached there. 

Mr, Futon. The other thing I wanted to ask about is this: You 
say we are making the application of stronger measures against smug- 
gling on the China coast. 

Are you in a position where you could emphasize what kind of 
measures are being taken? Certainly the other side knows about 
them. What measures are being put into effect ? 

Mr. Srassen. I could not very well describe them without beginning 
to prejudice them and make it more difficult to carry them on. 

Mr. Fuuron. But we are making efforts to stop smuggling along 
the China coast? 

Mr. Strassen. Not only that, but we are taking very affirmative 
measures that are getting some results. 

Mr. Fuuron. Does that mean shipping of an organized nature, or 
is that just at the level of the Chinese junk? 

Mr. eee, That means on any type. We have analyzed the prob- 
lem of this movement of Chinese goods along the coast, and we are 
taking a number of measures to try and impede it, and stop it, divert 
it, prevent it. 

Mr, Futron. In whoever’s bottoms that the goods might be? 

Mr, Strassen. That is right. 

Mr. Futron. Then why is not action taken against Ceylon? 

Mr. Srassen. Well, Ceylon is not a matter of a smuggling situation. 
It is a matter of ships flying the Polish flag taking a commodity from 
a country, and under international law it has the right to sell it, and 
it sails with that rubber up to Communist China. 

In other words, that raises directly the one remaining question of 
the Chinese Communist blockade. You know all the implications and 
problems involved in that kind of a situation. 

Mr, Fuxron. You call smuggling, then, illicit shipping from points 
where they otherwise could not ship, such as Ceylon ? 

Mr. Srassen. Yes. Smuggling by definition I take to be an illegal 
movement or covert movement of goods. 
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Mr. Futton. Do you mean from Hong Kong? 

Mr. Srassen. Anywhere. 

Mr. Fuuron. In relation to the main traffic that is going that is 
legal from these other countries into China, what proportion of it—is 
it a large proportion that you might judge, compared to the smuggled 
oot i 

Which is the largest, the legal or the illicit? 

Mr. Srassen. Legal, by all means, of goods as a whole. That is 
the largest volume, and, of course, you can only estimate from intelli- 
gence sources the amount of smuggling, but we did estimate that it 
was substantial enough that it should require very strong and coordi- 
nated countermeasures, 

Mr. Fuuron. At one time several years back, it had been American 
nationals engaged in such trade. Do you find any evidence of that? 

Mr. Strassen. None has come to my attention. 

Mr. Fuiron. Thank you very much. 

Chairman Cxrprrrtetp. Mr. Burleson, would you like to ask a 
question ? 

Mr. Burieson. I would like to ask Mr. Stassen if the Greek law 
to which he referred was passed prior or subsequent to the agreements 
made with the shipowners over in the Senate? 

Mr. Strassen. Prior to. About 10 days before. 

Mr. Burieson. Then I take it you did not need any particular 
help from any congressional committee to make agreements with 
shipowners ¢ 

Mr. Strassen. I presume that is a question that has been rather 
thoroughly discussed in various forms. 

Mr. Burueson. And I take it that you still do not need any help 
and that you will be able to—— 

Mr. Strassen. Quite to the contrary, we want all the help we can get. 

Mr. Burieson. I mean such agreements as might be made by com- 
mittees of Congress or individuals. 

Mr. Strassen. The basic point in that whole discussion that you are 
referring to was that there is only one way to make real progress in 
the conduct of the foreign affairs of our country and that is the 
backing up of the leadership of the President and the Secretary of 
State as they discharge their responsibilities, with the congressional 
branch of Government taking its full responsibility in its field, and 
then having that joint relationship that is envisaged by the Constitu- 
tion. Regardless of how good the intentions are, what might appear 
to be a temporary gain in any other process will in fact in the long 
run injure the accomplishment of the objectives of the United States. 

That was the central point. 

Mr. Javrrs. Will the gentleman yield at that point? 

Mr. Burirson. Yes. May I observe first that the adage probably 
still holds true that the best place for a bull, would not be in a china 
closet. 

Mr. Javrrs. I would like to say to you, Governor, that I was going 
to ask you about that, too. I just heard your statement and I sub- 
scribe to it fully. 

T think the executive department should negotiate the foreign 
policy of the country and nobody else, even with the best intentions, 
should do it. 
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Chey can still break a lot of eggs and it is still the wrong way to go. 

Mr. Strassen. Thank you. 

Chairman Cutperrrevp. Are there any further questions ? 

Mr. Javrrs. I had a question. 

Is it a fact, Governor, if we want the world to shut off trade with the 
Red bloc on nonstrategic items which has been pursued for years 
and which is considered by certain countries to be essential in many 
cases to their economy, we have to give them some alternatives, is that 
right ? 

Mr. Strassen. That is correct. 

Mr. Javrrs. Is it not also true that there is a lot of stuff moving to 
the Red bloc now that might be very useful to them though labeled 
nonstrategic and moving right from our allies like Great Britain 
and other countries? 

Mr. Strassen, It depends upon your relationship of value. Specifi- 
cally, of course, when there is actually a war, every ounce of food, 
every ounce of clothing, everything has a relativity to the capacity 
of a country to carry on a modern war. 

Now the other nonstrategic goods that are moving are counter- 
balanced by, in most instances, what we appraise to be a desirable pull- 
ing out from the Soviet bloc of some other nonstrategic goods and 
sometimes even some strategic goods like manganese. 

We think you have to look at the relative advantage for the free 
world versus the Soviet bloc when you get outside the strategic area 
of goods. 

Mr. Javits. It is a fact that what they get from the free world like 
raw cotton, fertilizer, and dyestuffs, jute : ‘and gunny sacks, they need 
for their armed forces, whereas what we need from them we could 
get along without for our Armed Forces; is that true? 

Mr. Strassen. Not entirely. 

Mr. Javrrs. What do they give us that is absolutely essential for 
our defense ? 

Mr. Srassen. Are you speaking of all the free nations? 

Mr. Javirs. Yes. "That we cannot get from ourselves by trading 
among ourselves ? 

Mr. Srassen. If there is an adjustment of trade and a redevelop- 
ment of production—in other words, if you go on a carefully planned 
and sustained policy of reduced reliance on either exports to or im- 
ports from the Soviet bloc, then I think the rest of the world could 
carry out that. policy. 

I think it would require some additional United States economic aid 
to bridge the period in which you were shifting the pattern of non- 
strategic trade. 

There are instances, though, in which we receive—that is, the West- 
ern World does receive some manganese from inside the Soviet. bloc 
that it needs and that is quite short of supply in the Western World, 
and there are items of that kind. 

Of course, their trade with the Soviet bloc has a part in keeping 
their economy strong enough so that they can support armies, air 
forces, and so forth. 

Mr. Javits. Is it not a fact that if we would deal with the problems 
of customs simplification, trade barriers, and other restrictions to 
trade in our domestic setup, and the Buy American Act, that we 
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could offer more inducements to people who now feel they have to 
trade with the Red bloc? 

In my opinion, what is sold to Soviet Russia, Poland, Czechoslo- 
vakia, is just as effective as what you sell Communist China. It may 
be less glamorous, but it is just as effective. 

Is it not a fact if we afforded better alternatives, we would really 
be doing a telling job insofar as cutting down what is called norma! 
trade, which is fortifying their economy ? 

Mr. Srassen. That is correct. 

Mr. Javirs. And therefore, that is a very major additional argu- 
ment to all of the arguments which the President and the administra- 
tion are already making on that score; is it not? 

Mr. Srassen. That is correct. 

Mr. Javits. Which would be very helpful to us. 

For example, I notice that power equipment is on the strategic list. 
It is highly strategic, is it not? 

Mr. Strassen. That is right. 

Mr. Javirs. Yet when somebody tries to sell us power equipment 
cheaper than we can buy it, even in the United States, we do not buy it. 
We had a recent example of that. 

Mr. Strassen. The Buy American Act which was passed in 1933, and 
which has been on the books ever since, came into effect in that tran- 
saction. 

Mr. Javrrs. Is it not so that those who cry the loudest about how we 
have to bear down on the Communists, have to allow some leeway on 
this question of our domestic imports restrictions if we are going to be 
equipped to do it effectively ? 

Mr. Strassen. I would be the last to say that any member of Congress 
has to give any ground. I would say it is a matter of his own consid- 
eration of the total situation in the reaching of his own conclusions. 

Mr. Javits. I did not mean he would yield anything, but there has 
to be some compromise in policy because of these other considerations. 

Mr. Strassen. You cannot separate an attitude on east-west trade 
controls, for example, from an attitude on United States trade. You 
cannot separate the two and still be logical. 

If that is your point, you are entirely correct. 

Mr. Javits. Thank you. 

Chairman Cureerrretp. Dr. Judd. 

Mr. Jupp. Is there available to us anywhere a list of the countries 
that are cooperating and a list of the countries that we have sought 
to get to cooperate, but which have refused ? 

You mentioned for example, Poland, and we would expect her not 
to cooperate, but is there available either to the committee or to the 
public, anything regarding countries on our side ? 

I think the public of America, ought to know which countries are 
playing ball and which are not. 

Mr. Strassen. Well the Ceylon case is well known and is one of the 
most important ones. 

Mr. Jupp. We know of certain instances, but why should it not be 
known to our people all of the countries which are cooperating and 
those from whom we have sought to get cooperation and for some 
reason they have refused ? 
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Mr. Strassen. We have rather thought that the increased coopera- 
tion is mounting so rapidly in these last three months in the approach 
of the new administration, that we ought to make certain whether or 
not they will cooperate with the new polici ies before we expose them to 
any public irritation over the situation, and thereby perhaps decrease 
the opportunity for future cooperation rather than otherwise. 

I would say if we reach a point where we feel there is a serious lack 
of cooperation in spite of our best efforts to present the fac ts and per- 
suade them, then we may reach a point where we would discuss pub- 
licly some of these situations. 

Mr. Jupp. I am glad to hear you say that because that is a middle 
ground between just merely friendly representations on the one hand, 
and coercion on the other. 

Mr. Srassen. Yes. 

Mr. Jupp. There are other measures short of coercion or blockade 
which are forms of pressure, but which it seems to me, are not only 
justifiable but necessary W hen there is refusal to cooperate. 

Mr. Strassen. That is a very wise observation, but I hope you would 
agree that we in effect, should give a new opportunity to the new 
administration to see how far they can go, especially since they have 
been making such rapid progress, by the normal diplomacy before we 
take other methods. 

Mr. Jupp. If it is being pursued vigorously as you have assured us 
this morning it is. 

Mr. Srassen. Yes. 

Mr. Jupp. Now the question of blockade. 

Up until Korea, the Chinese Government on Formosa was main- 
taining a fairly effective blockade of the mainland. One of our 
admirals over there told me it was up to 85 or 90 percent effective. 

When Communists were not at war with us, they were blockaded. 
As soon as they went to war with us, we forced the Chinese Govern- 
ment on Formosa to stop the blockade so that the Communists could 
get more weapons and munitions to shoot at us. 

Is it possible to say that the blockade by the Chinese Government 
on Formosa has been reinstituted to some degree ? 

Mr. Strassen. It is proper to say that to some degree. I would 
hesitate to describe the degree. 

Mr. Jupp. As far as we are concerned, we are no longer prohibiting 
their doing what they can? 

Mr. Strassen. No. You will remember one of the first and impor- 
tant foreign policy actions the President took was to change the 
orders to the United States 7th Fleet. 

Now in appraising what the Chinese Nationalists can then do, you 
have in mind that the strength of the Chinese Communists in the air 
has changed from 2 years ago, so that what the Chinese Nationalists 
can effectively do now is somewhat influenced by the matter of the 
counter-strength that has been developed by the Chinese Communists. 

Mr. Jupp. But the Chinese Nationalists are still not hesitating to 
stop Polish or Czechoslovakian or other vessels if they have the 
capacity to? 

Mr. Srassen. That is right. 

Mr. Burteson. Will the gentleman yield? 

Mr. Jupp. Yes. 
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Mr. Burteson. You do not mean to say, Dr. Judd, that the Na 
tionalists were controlling the coast of China to the extent of 85 per- 
cent before this happened ¢ 

Mr. Jupp. Certainly they were. Talk to the admiral in charge out 
there, of the Asiatic Fleet. 

Mr. Burteson. Did they say what they were doing it with? 

Mr. Jupp. They were doing it with vessels which we gave them by 
act of Congress analy after World War II. 

Mr. Burieson. Where are the vessels now? 

Mr. Jupp. Most of them are there, but we forced them to quit using 
them against Communist China. We did not want to offend the 
enemy. 

Mr. Burieson. Four old destroyers, two frigates, a few landing 
craft and sampans ? 

Mr. Jupp. Yes, and about 130 other vessels, as I recall. 

Mr. Burieson. They were controlling over 2,000 miles of the coast 
of China and blockading it effectively to the extent of 85 percent! 

Mr. Jupp. There were only 2 or 3 major ports where vessels were 
going in. They did not call it a blockade, but a port closure. That 
operated effectively because up until the British and the Indians and 
some other countries recognized Communist China, the Nationalist 
Government was in control, officially and legally of its own ports, and 
it closed its ports of Shanghai and so forth. It was 85 to 90 percent 
effective. 

You do not need to argue with me. I was not there. I suggest you 
consult the admiral who was in charge of our Asiatic Fleet. 

Mr. Burixson. I would like to ask the Governor what he thinks. 

Mr. Fuuron. Is this public information, I should ask ? 

Mr. Zastocki. Dr. Judd has said it 100 times. 

Mr. Fouron. I mean officially. 

Mr. Jupp. Certainly, and I am going to keep on saying it. 

Mr. Fuuron. There is one thing between official statements and 
statements of a Congressman not speaking on behalf of the admin- 
istration, now. 

Mr. Jupp. This was away back in 1949 and 1950. 

Mr. Zasitocki. We ought to have Governor Stassen verify or deny 
Dr. Judd’s contention of the strength of the Nationalists. 

Mr. Jupp. That is right. 

Mr. LeCompre. Even after the Nationalists retired to Formosa, 
they still controlled the coast to the extent of 85 percent ? 

Mr. Jupp. That is right. 

Mr. Srassen. You are referring to 1950? 

Mr. Jupp. Certainly. Before the Korean war broke out. 

Mr. Srassen. At that time I was president of the University of 
Pennsylvania and I did not see the intelligence reports at that time, 
so I really do not know the answer. 

Mr. Jupp. Of course, I did not ask you that question. I asked you 
to what extent the blockade had been restored. You answered my 
question before the gentleman from Texas asked me to yield. 

If he wants to ask further questions, I will be happy to yield. 

Mr. Burieson. No, I just wanted to make sure my ears were not 
deceiving me. 

Mr. ZaBrockt. The previous administration did not agree with Dr. 
Judd. Perhaps the new administration will. 
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Mr. Jupp. Mr. Stassen, you used the word “munitions” instead of 
“ammunition” when you were reading your statement, at the bottom 
of page 3. Was that intentional ? 

“Munitions” is a much broader word than “ammunition.” 

Mr. Srassen. It is broader than ammunition. It is really anything 
that falls within the usual definition of munitions. 

Mr. Jupp. When you say “The countries of the free world, without 
exception, refuse to ship arms and munitions,” you mean all the ma- 
terials regularly classified as munitions ¢ 

Mr. Strassen. That is right. 

Mr. Jupp. I appreciate that broadening of the word. Pursuing the 
point that the gentleman from New York was making about the 
necessity of some of these countries having markets for their com- 
modities and the decisions that Members of Congress would have to 
make on that issue, we saw a very good example of that in Karachi. 

There are miles of bales of cotton which Pakistan cannot sell unless 
it is to Communist “hina and Communist China wants it and will 
give grain for it, at the cost of starvation of Chinese people. 

We do not want Pakistan to sell cotton to help Communist China. 
Yet Pakistan has to sell it where she can, or get assistance from us, 
originating in this committee, or else have internal disorder. 

It is a vivid illustration which those of us who were there saw, the 
hard realities that many of these people are up against. 

It is one thing for us to lecture them and tell them they must not 
ship it, but when they have no alternative, survival comes first for 
them, the same as it would for us. 

Now you said we must not coerce other countries. I think one more 
thing could be said about that. I am willing to make the prediction 
that if the British were doing 95 percent of the fighting against the 
Chinese Communists, they would blockade the China coast whether 
we liked it or not, and the fact of the matter is, we would like it. 

They have not hesitated to do, whenever they felt it necessary, those 
things that were in their vital interests. I think that if anything, we 
have leaned over backward farther than was necessary in our effort 
to avoid any charge of imperialism or coercion. 

If the shoe were on the other foot and a lot of these countries were 
in the position we are in, they would take vigorous action, and I do not 
think there would be too great repercussions. 

Of course it may be true that a minority can use coercion with less 
dificult and kickback than a majority can. 

Mr. Barrie. Will the gentleman yield ? 

Mr. Jupp. Yes. 

Mr. Barrie. Along the line of compulsion, the Battle Act has a little 
bit of compulsion in it, in that it says if certain shipments are made, 
that all military, economic and financial aid will be cut off. 

I am wondering if you think the Battle Act is too tough? 

Mr. Strassen. No, I do not think the Battle Act is too tough. 

Mr. Barrie. Do you think it is too soft, then ¢ 

Mr. Srassen. I think it can be restudied and you and the other 
Congressmen and we might be able to make it more effective by some 
modification, but I would not describe it as being too tough. 

Mr. Javits. In World War II, we had an Economic Warfare Board 
which outbid our enemies for wolfram in Spain, for example. 





134 MUTUAL SECURITY ACT EXTENSION 


With regard to this rubber in Ceylon, do we have any money to out- 
bid the Communists for Ceylon’s rubber ? 

Mr. Srassen. There are two problems there. 

Of course the transaction was closed on a long-range basis before our 
administration came into power. The second thing is that it would 
become then not just a matter of buying rubber from Ceylon but of 
buying all the southeast Asian rubber at a price above the market and 
selling it back at a lower price so it would be very, very substantial 
and I am not certain that we would have that kind of very substantial 
money available to us from Congress to do that kind of an operation. 

Mr. Javirs. Is it the sort of thing which you are inventorying as 
another way to give this policy teeth? 

Mr. Srassen. There are instances in which we can do such buying, 
with any limited resources to prevent something moving to the Soviet 
Union. 

Mr. Javrrs. But you will review that? 

Mr. Srassen. The rubber situation we have studied pretty care- 
fully. It would involve such a tremendous amount because of the 
productive capacities. If you once set a policy that you would buy 
rubber at a certain price to keep it from going to the Soviet Union, 
they would expand the rubber production so fast that they would give 
you a lot of trouble. 

Mr. Javirs. I only urge, Governor, that it is the sort of thing that 
I hope your Department is looking into. 

Mr. Srassen. May I say there are instances right now in which we 
are using or contemplating using preclusive buying, but they are the 
very specialized situations. 

Mr. Jupp. Will the gentleman yield? 

Mr. Javrrs. I yield. 

Mr. Jupp. Of course, it comes down to definitions. You said when 
there is a war, then everything is of assistance to the enemy. Well, 
I thought there is a war. There are all shades of opinion as to the 
seriousness of it. During the last war we bought all kinds of stuff 
from Spain at terrific prices to prevent its falling into the hands of 
her allies, Hitler and Mussolini. I think it was money well spent. 

I think the temper of the Congress on this issue would be inclined 
to go further, rather than less far, to prevent stuff getting into the 
hands of the enemy—because there is a war. 

Now let me say right along this line of coercion: The gentleman 
— Alabama, the author of the Battle Act, who not only sponsored 

, but has ridden herd on it since enactment, has had this kind of 
e ania and so have some of the rest of us, that when we read in the 
paper that such and such a thing was going to such and such a place, 
and we called up or sent a letter to find out whether it was true or 
not, or what could be done about it, maybe 2 weeks later we got 
acknowledgment of the letter and maybe a month later we got some 
information. 

But if certain members of the other body who do not hesitate to use 
coercion call up and say, “What’s going on,” they get an answer the 
same day. 

It is one of the reasons they resort to those methods. 
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[ am not speaking of the regime since you took over, Governor, but 
this is a part of the long history of the relationship of Congressmen 
with some of the executive agencies, which make it seem more ef- 
fective to use some methods that some of us do not approve of. 

I do not say this necessarily for your comment. But to avoid the 
kind of coercion that some of us do not like, it is necessary for a civil 
request for information to get as much attention as a threat—or a press 
conference. 

Mr. Burueson, Is it not logical, in your opinion, that in the past, in 
defining strategic materials, there was quite a bit of trial and error, 
and that today it is fairly well established and defined as to what those 
strategic materials are ¢ 

In other words, there was a time, and perhaps to a degree that 
remains true, that something which might be strategic and critical 
today would not necessarily be strategic tomorrow, and the other way 
around. Is that logical? Is that reasonable? 

Mr. Srassen. That has validity. 

Chairman Cutrerrrevp. Are there any more questions, Mr. Battle? 

Mr. Burteson. And should it not today, be more clear, as to which 
naterials are strategic and vital to war machinery ¢ 

Mr. Barrix. Mr. Chairman. 

Chairman CurreerFrietp. Mr. Battle 

Mr. Barrie. With further reference to what Dr. Judd says—and 
I do not bring this up with any malice toward you or anybody who 
has worked in our headquarters on this thing, but just as further 

\ ance of what we were up aga nst 1n try he to make decisions li 
ls committee. 

Last fall we were in Belgium in a conference in the Embassy. One 
of our officials from another city told us about certain ship repairs 

at were being made on Russian sh ps which disturbed me Very 
much. As I remembered it personally, indications were that one of 
these ships was being converted into a troopship and there is only one 
reason for having a troopship. 

Instead of talking publicly about this conversion and so forth, I 
asked for a report as to whether or not this was true. I think the 
last communication that I had was on October 8, which was an interim 
report indicating that an investigation was under way and complet 
details would be sent to us later which neither 1, nor members of the 
committee, nor the staff, have ever received to my knowledge. 

I am very much interested in whether or not that was a troopship. 
I would like to know first whether or not that was correct and second 
whether or not we will be able to set up some sort of channels of com 
munication that will be sufficiently reliable for us in this committe¢ 
to have enough information to operate on within a reasonable period 
of time. 

Mr. Srassen. You say that was October 8, 1952, that you received 
this letter ? 

Mr. Barrie. Yes. 

Mr. Srassen. From whom did the letter come, do you know? 

Mr. Barriz. A memorandum, I believe from Mr. Kenneth Hansen 

Mr. Strassen. I will look into it at once. Of course, that preceded 
my taking responsibility from President Eisenhower, You will have 
a letter tomorrow and a copy will go to the chairman of this committee 
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(The following was submitted for the record :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF THE DrrectToR FoR MUTUAL SEcURITY, 
May 1, 1953. 
Hon. Laurie C. Bart ez, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Barrie: This refers to the question you raised at the hearing yes 
terday of the House Foreign Affairs Committee relating to your request last fall 
for a report on Russian ships undergoing repairs in the port of Antwerp. 

To the best of our knowledge, there is no change in the situation as it was 
reported in Mr. Hansen’s memorandum to Mr. Bullock of October 8. The Rus- 
sian icebreaker, which was rumored to be converted for troop carrying, was 
denied admission to the Antwerp drydocks. We have no information indicating 
that such conversion for troop carrying has been done since then. If such were 
done, it would be contrary to international understandings. It has been our 
experience that Belgium has conscientiously lived up to these understandings 
However, in order to satisfy both of us completely, I have asked for a followup 
report from our posts at Antwerp and Brussels. 

I sincerely regret the breakdown in communications in this instance and, 
although this did not occur under my administration, am taking all possible steps 
to improve such communications between our respective staffs in the future. 

I am sending a copy of this letter to the chairman of the House Foreign Affairs 
Committee and to Mr. Bullock. 

Sincerely yours, ; 
Harovp E, STassen, 
Director for Mutual Security. 

Chairman Cureerrtevp. Mr. Zablocki. 

Mr. Zastocxi. Mr. Chairman, I do not know whether this would be 
the proper time to make the following request: Would the present 
administration make a thorough review of the intelligence reports on 
Nationalist China prior to Korea and immediately after, and evaluate 
the reports so that we could get the Republican point of view—that 
is the strength of the Chaing Kai-shek forces, whether they had 85 
percent control through embargo of the Chinese mainland; whether 
we had supplied the Chinese Nationalists with sufficient arms to com- 
bat communism; whether the Seventh Fleet embargo was for the 
purpose of preventing the Chinese Nationalists from fighting the 
Communists on the m: inland, and whether some of the evaluations by 
individuals are as factual as we are expected to believe they are. 

I think we ought to know the facts. 

Mr. Jupp. I wish you could get them. I have been trying for 5 
years to find out how much of what was delivered to whom in China, 
when, where, in what condition, and at what cost, on our books. 

If you can find that, you an get something out of the Pentagon I 
have never been able to get. 

They always tell you about so many dollars of aid, but you cannot 
fight with dollars on a piece of paper, you can only fight with stuff 
delivered and you never can find out about that. 

Mr. Zas.ocki. We have a high regard for you, Governor Stassen, 
and I am sure whatever report you will give us, Dr. Judd and I will 
believe. 

Mr. Jupp. I hope he can get it. 

Mr. Strassen. Thank you. I will be very careful what reports I 
give you. 

Chairman Curprrrrecp. Are there any further questions? 

Mr. Barrie. Well, Mr. Chairman, I have several questions, but I 
do not want to monopolize the time or go overtime. 
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Chairman Currerrretp. Mr. Bentley—— 

Mr. Bentiey. I am sorry I had to come late, Governor. 

I would like to ask this one question, in pursuance of a line of ques- 
tioning that the gentleman from New York, Mr. Javits, was following. 

Have you any ; information to what extent the Soviets have offer ed 
the nations of Western Europe markets for those particular Western 
European exports upon which we happen to have a high-tariff duty ¢ 

Mr. Srassen. There have been some conferences going on in Geneva 
in which the Soviet has very recently made some new offers for trade. 
We do not have a full report on it as yet. However, there is a de- 
velopment of that kind at the time. 

Mr. Bentiey. You do not know whether there have been any specific 
offers that would parallel our high-duty items? 

Mr. Strassen. I do not have it in authoritative enough manner and 
analyzed to the degree that I would give you that characterization of 
it today. 

If you are interested, when we do get our complete information, we 
will give you a report on it. 

Mr. Bentiey. I would like to have it. 

Chairman CuirerFieLp. Mr. Prouty—— 

Mr. Proury. Mr. Chairman, I have no questions. 

I would like to suggest, however, that in addition to the study which 
Mr. Zablocki recommended, that we try and ascertain the volume of 
Chinese imports going through Dairen, Port Arthur, and Vladivostok. 
I think an evaluation of tonnage going to China through these ports 
is important. 

Mr. Vorys. Mr. Chairman, could I ask a question ¢ 

Chairman CurrerFietp. Certainly. 

Mr. Vorys. I have been very much interested in your statement of 
what has been done and what is intended, Mr. Stassen. 

I would like to ask you about the administrative setup. When we 
wrote the Battle Act, we had in mind that the authority and re- 
sponsibility for limiting so-called east-west trade was scattered all 
over Washington and all over the world. 

We thought that it would be wise to concentrate the authority and 
responsibility in one man. We had the idea in mind that if the 
individual who had the say-so on whether aid should go to a country 
also had the say-so as to what that country should do with respect to 
east-west trade, that would be a good way to do it. 

Now, how has that worked out ? 

Mr. Strassen. I have reported to you on the progress that has been 
made. I think there are a number of different ways you could provide 
for the administration of the law. 

However you provide for it, it will still be necessary to get the 
coordination of a number of departments for its greatest effectiveness. 

I would say further, that we have had in these last 3 months a high 
degree of cooperation from the other departments and that of course 
largely reflects the very clear attitude of the President that the de- 
partments should cooperate and coordinate as one team in the task 
they have to perform. We are functioning under a procedure where 
the Director for Mutual Security or his representatives, his deputies, 
his assistants, chairman the groups in what is called EDAC—Eco- 
nomic Defense Advisory Committee—and that brings in these various 
departments which must coordinate for this purpose. 
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I would put these elements to it: There is no way you could set any- 
thing up that would work with other governments that should not take 
the policy guidance of State. 

In other words, wherever you put this, if it was not in State, they 
would stil] take the policy guidance from State. 

The second question would be that there is not any place you could 
get the judgment as to whether a certain thing is strategic or not 
except from defense. I mean you cannot set up another group of 
military people making another decision about the strategic element. 

And then when you relate it to United States exports and imports, 
there is no one you can put in charge of that, other than Commerce. 

I think it is in its nature a problem that is so far-reaching and inter- 
related that you could put it anywhere you wish, and with my full 
cooperation. 

Wherever you put it, you will have to bring in a coordination of a 
number of departments of the Government. 

Mr. Vorys. That is of course perfectly true, but we had in mind that 
we would center the negotiating authority and responsibility, when it 
same to other countries, into the hands and brain of one man. 

Maybe we oversimplified it, but we have found that not only those i 
the executive department, but in other departments of the Govern- 
ment have become involved. I just wondered whether, from the 
experience that you have had so far, you would have any recommenda- 
tions on any change in that part of our law. 

Mr. Srassen. No, but I would be receptive to any change that you 
and the President wish to make. 

In other words, my whole approach to a problem of this kind is 
really a very simple and elementary one. I will administer anything 
the P reside nt asks me to administer. I will administer it in the way 
he wishes me to administer it, in accordance with the laws of Congress. 
That is my own rule of guidance in the picture. 

Mr. Vorys. We appreciate that spirit. At the same time, it is ex 
tremely helpful to us down here to have the opinion of an experienced 
administrator like yourself. 

That is all, Mr. Chairman. 

Mr. Barrie. Further along that line, when we were on this study 
mission and were looking into this international coordinating commit- 
tee over in Europe, we found that the State Department was the one 
who had a representative on this international coordinating commit 
tee, and this particular committee was the one which worked day by 
day trying to control trade going behind the Iron Curtain. 

At that particular time, we not only did not have a Battle Act repre- 
sentative on this committee—it was a State Department representa- 
tive—but there was no effective liaison between the two. 

I am wondering what the situation is now in that regard. 

Mr. SrassEn. That has been cured in the new administration. 

Mr. Battie. We do not have a representative on this international 
coordinating committee, though ¢ 

Mr. Strassen. We really are . working out all these matters on a basis 
that it is not a question of what department ° you are in, you are working 
for the same country, and we are very rapidly wiping out and obliter- 
ating these old interdepartmental rivalries, which are the curse of a 
huge government, when they occur. 
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We think we have made real progress on that and will make further 
yrogress in that direction. 

Mr. Barrie. If we did not have our people in on the negotiations, 
then we cannot pinpoint responsibilities. ‘That is the proposition. 

Mr. Strassen. Congressman Vorys, you referred to determination 
of aid toa country. I do not make those decisions individually. In 
other words, those decisions are joined in instances by State, and in 
instances by Treasury if it involves a substantial amount of money. 
If it is a defense item, Defense is represented. We went to NATO 
with the Secretary of State, the Secretary of the Treasury, the Secre- 
tary of Defense and myself. We were one team on every position 
taken in NATO. 

We feel that is the only effective way you can carry out the policies 
of the country. 

It does give you an added administrative problem of working out 
those joint positions. But when you have a country of our size and 
position in the world, we do not think that you can get the total job 
done in any other way. 

Mr. Vorys. That is perfectly true and anyone who would administer 
this would have to, as you say, maintain liaison with all departments. 

Mr. Stassen. Perhaps my best answer to your question is this, that I 
believe the present law—if I am to have the responsibility for doing 
this job—does give me sufficient authority and all the rest of it is a 
matter of how effec tively 1 proceed with my deputies to carry out the 
decisions of the law. 

Now, if you want to put it in some other place, then you would want 
to be sure that you give that other department sufficient authority so 
that they could bring the coordination of the rest of us into the 
picture. 

It can be set up in any of these different ways. 

Mr. Vorys. We had in mind that there would be sitting someplace 
in Washington, an individual who would have his finger on all of the 
strings connected with the economic warfare phase of this. Maybe we 
loaded it on to too busy an official, in that no one man could do this 
and everything else he was supposed to do. 

Mr. Strassen. I think it is proper for me to say in an informal way 
that there is much to what you say and that there is now before the 
Senate the name of an individual who is in the room now, whom I have 
selected to be that one individual who becomes above all, an expert in 
this situation and who knows the whole situation in our Government 
and in all our negotiating positions, and that is Adm. Walter S. De- 
Lany, who just retired from the Navy who was one of the great naval 
officers and who knows the whole world picture; and he, at personal 
sacrifice, has agreed with me that he would be my deputy in adminis- 
tering the control act. 

The minute the Senate confirms him, if they so decide, he will plunge 
into full-time work in this situation. 

I might introduce him to you. He is just seated back here very 
quietly. 

Mr. Vorys. Admiral, you are our answer to prayer. 

Mr. Jupp. This m: ry be the last time of comfort for you. 

Mr. Vorys. That is precisely what I think we had in mind. 


83064—53———10 
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Mr. Srassen. Before I ever suggested his name to the President, | 
consulted the Secretary of State and the Secretary of Defense about 
him, so we have a man that they would like to see take hold of these 
problems, too, and that is the way we are working to get results. 

Mr. Vorys. That sounds fine, because this was our concept—and as 
I say, we did this on our own. This was homemade, in our little sub- 
committee. 

Mr. Strassen. You showed a lot of wisdom. 

Mr. Vorys. Our concept was to get one fellow who would have all 
the strings in his hands in some way or other. 

What you say is encouraging to me. 

Mr. Barrie. Mr. Chairman, | have a lot of other questions, but we 
obviously cannot cover everything in one day, so this might be a good 
time to adjourn. 

Mr. Srassen. Thank you very much. 

Chairman CurperFrietp. The meeting is adjourned. 

(Whereupon, at 1:03 p. m., the committee adjourned, to reconvene 
at the call of the chairman.) 
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TUESDAY, MAY 5, 1953 


CoNnGREss OF THE UNITED SrareEs, 
Senate ComMMirree on Foreign Reiarions AND 
House or REPRESENTATIVES COMMITTEE ON Foren AFFrairs, 
Washington, D.C. 

The committees met, pursuant to call, at 10:05 a. m. in the caucus 
room, Senate Office Building, Senator Alexander Wiley (chairman 
of the Senate Committee on Foreign Relations) presiding. 

Present: Senator Wiley, Representative Chiperfield (chairman of 
the House of Representatives Committee on Foreign Affairs), Sen- 
ators Smith of New Jersey, Hickenlooper, Taft, Ferguson, George, 
Green, Fulbright, Sparkman, Gillette, Humphrey, and Mansfield; 
Representatives Vorys, Bolton, Merrow, Judd, Fulton, Javits, Le- 
Compte, Morano, Adair, Prouty, Richards, Battle, Carnahan, Za- 
blocki, and Hays. 

Chairman Witry. May we have quiet, please / 

This joint meeting of the Senate Foreign Relations Committee and 
the House Foreign Affairs Committee is for the purpose of hearing 
the directors of the responsible agencies of the Government present 
the mutual security program for fiscal 1954. 

I venture to say that there will be no more important single piece 
of legislation before the Congress at this session. The decisions which 
we make on the proposals about to be presented to us will have a very 
important impact upon the future of the world. 

It is not exaggerating to say that they may mean the difference 
between peace and war. 

How much can we afford to spend in this vast enterprise, from the 

oint of view of the soundness of our economy and the heavy tax 
tae which our people bear? How much can we afford not to 
spend, from the point of view of our survival as a free people? Those 
are the basic questions which we will be trying to answer in the weeks 
ahead. { 

Our procedure this morning has been adopted so that both com- 
mittees, with primary legislative authority and responsibility, would 
hear the initial presentation of the program simultaneously. 

Because of the limitation of time, there will be no opportunity for 
members of the two committees to ask questions of the witnesses this 
morning. 

After this first session, however, each committee will continue its 
hearings separately, and each of the witnesses testifying this morning 
will return for questioning later. 

The first witness today is Secretary of State Dulles, who will be 
followed by the Secretary of the Treasury, Mr. Humphrey, the Sec 
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retary of Defense, Mr. Wilson, and Mutual Security Administrator 
Stassen. 

Before Secretary Dulles begins his statement, I want to extend on 
behalf of the members of the Senate F oreign Relations Committee 
cordial greetings to our colleagues from the House of Representatives. 
We are glad to join with them in this session this morning. 

As you will note, the seating arrangements under such circum 
stances always constitute a difficult problem. I am sure the members 
of both committees appreciate the difficulty, and will bear with us. 

Now I would like to ask Chairman Chiperfield of the House com- 
mittee if he desires to make a statement. Chairman Chipertield / 

Chairman Curperrretp. No; I do not desire to make a statement 
at this time. 

Chairman Wirry. We will carry on. Since the room is crowded, 
we will ask you all to be as quiet as possible in order that everyone 
may hear the testimony of these distinguished representatives of the 
executive branch of the Government. 

At this time we shall hear from the Secretary of State, the Honorable 
John Foster Dulles. Mr. Dulles. 


STATEMENT OF HON. JOHN FOSTER DULLES, 
SECRETARY OF STATE 


Secretary Duties. Chairman Wiley, Chairman Chiperfield and 


members of the Foreign Relations and Foreign Affairs Committees, | 
am extremely happy to have this opportunity to appear before you in 

support of President Eisenhower’s mutual security program for t! 
fise | year 1954. 

The President is himself sending a communication to both Houses 
this morning which will be available as soon as either House has con- 
vened. 

Mr. Stassen, Mr. Wilson, and Mr. Humphrey are all personally here 
with me, and will join in describing the program to you. My own 
discussion will deal primarily with the foreign-policy aspects of the 
projected program. 

A main purpose of the program is to get the most security for the 
least cost, and the way to do that is to cooperate with others. The 
mutual program will produce —— real security for the people of the 
United States than we could get by spending the same amount of 
money on a purely national program. 

I want to make clear at the beginning that this program has noth- 
ing to do with pure charity. It is based upon solid considerations 
of self-interest. It is, in fact, an inescapable part of our own national 
security program. 

Let me, if I may, describe some of the basic principles which under- 
lie the program as a whole. First, our country is confronted with a 
very grave threat. There is not yet any evidence that this threat has 
diminished or will diminish within the foreseeable future. 

Our Government stands ready to seize every honorable and practi- 
cal opportunity for a peaceful settlement of international differences. 
But, as President Eisenhower said in his recent message to the NATO 
Council, “Until the conditions for genuine peace have been firmly 
established it would be foolhardy for us to delude ourselves about the 

dangers confronting us.” 
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We, of course, have no aggressive purpose ourselves, but we want 
to increase the likelihood that any aggressive intent of others will 
be curbed by the knowledge that the cost of aggression will be greater 
than any possible gain. That is not yet the case everywhere. But 
where it is the case, there is more security. 

Second, we recognize that the safety of the United States cannot be 
assured by the strength of the United States alone, indispensable as 
that strength is. 

When any nation falls a victim of Soviet aggression, whether inter- 
nal or external, the Soviet Union becomes stronger, and United States 
safety is lessened. It is as simple as A, B, C. 

Aside from the tragedy to the peoples concerned who are conquered, 
Soviet domination means that these people and their resources will 
be harnessed to the Soviet war machine, and maybe turned against us. 

If Soviet communism is permitted to gobble up other parts of the 
world one by one, the day will come when the Soviet world will be so 
powerful that no corner of the world will be safe, including our corner. 

On the other hand, if the free nations retain their freedom and 
develop their strength and unity, they can continue to make a vital 
positive contr ibution to peace and security. Their soldiers will con- 
tinue to stand beside our soldiers, their factories will continue to work 
with our factories, in deterring and resisting aggression. 

Third, other free peoples will only continue to develop their 
strength and unity effectively if the United States is prepared to pro- 
vide positive leadership. 

We cannot, of course, assume exclusive responsibility for the secu- 
rity of the whole world, and there are areas where those who are di- 
rectly concerned should exercise, we believe, greater responsibility. 
But unless the strongest nation of the free world takes an initiative, 
others can scarcely be expected to do so. 

Fourth, this program of mutual security has been planned on a 
global basis. Why is it? That is because we cannot safely see only 
one area and be blind to the others. All parts of the world are inter- 
dependent. 

Fifth, our mutual security planning must be and is long-range 
planning. We cannot afford to exhaust ourselves by spasmodic efforts 
designed to meet ever-recurring emergencies. We cannot operate on a 
day-to-day, hand-to-mouth basis. Instead, we must think in terms of 
policies and programs that we can afford to live with for what may be a 
very long time. 

Sixth, this program is based upon the principle that we and our 
allies alike must maintain an essential balance between our economic 
health and our military effort. The American economy is the very 
heart of the strength of the free world, but our resources are not un- 
limited, and we dare not endanger our fundamental economic stability. 
The same is true of our allies. If economic stability goes down the 
drain, everything else goes down the drain. 

Seventh, this program is designed to get maximum value for all 
the money spent. The burden of this program is too great for us to 
finance boondoggles. 

This program represents prudent investments in concrete projects 
which will benefit the United States as well as other nations. 
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And finally, this program is aimed at retaining the initiative for 
peace which was seized by President Eisenhower's great address of 
April 16. We are not dancing to any Russian tune; we are taking the 
lead in the search for peace. 

There are some indications that the Soviet leaders have already 
begun to react to the growing strength of the free world. It is im- 
perative that we continue to increase this strength, and thereby in- 
crease the chances for the success of our wwe les. 

The principles which I have stated relate to the mutual security 
program as a whole. I would like now to discuss briefly the program 
proposed in relation to the various parts of the world. 

A large part of the total amount is being requested for the European 
area. Most of this assistance is for the purposes of the military de- 
fense within the framework of the North Atlantic Treaty Organiza 
tion. 

Let us consider for a moment why this area is so important. As I 
mentioned in my recent report to the American people on NATO, the 
United States and its NATO allies now have approximately a 3-to-1 
lead over the Soviet bloc in the production of steel. But if Russia 
should take all of Europe, then the ratio would drop to about 50-50. 

Today, the NATO countries, as a whole, have a 5-to-2 lead over the 
Soviet bloc in the production of coal. But if Russia took all of Europe, 
the Soviet empire would then have a 3-to-2 advantage in this vital 
fuel. 

It is clear—and these illustrations could be repeated many times— 
that American security could be gravely imperiled by Soviet conquest 
of Europe. 

Now, let us look at the other side of the coin. While our European 
allies remain free and strong, they can make a positive substantial 
contribution to the defense of the free world, including the United 
States. 

Since the beginning of NATO we have delivered to Europe in eco- 
nomic and military aid combined over $10 billion, a large sum; but 
during this same period they have spent about $30 billion from their 
own budgets for the same defense purposes. So, the total is $40 bil- 
lion, of which we have contributed one-quarter. 

The principle is the same to which we have resort at home when 
we seek to get protection against fire. We, all of us, contribute to a 
fire department, and we get better protection more cheaply than if 
each tried to get his protection by himself. 

Today there are approximately 7 75 NATO divisions in existence 
across the Atlantic, plus sizable air and naval forces. It is true that 
many of these troops need more training and equipment before they 
can be fully effective. 

However, let us not underestimate their value. The NATO forces 
already represent a significant deterrent to Soviet aggression, and a 
real contribution to the protection of all NATO people, including the 
people of the United States. 

If these forces did not exist we would need a much larger security 
establishment in the United States, with an immense increase in costs, 
and hundreds of thousands more Americans in uniform, 

As you know, the NATO Council met a few days ago in Paris. All 
agreed that it was vital to maintain NATO strength, not only to main 
tain it but to build it up. 
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We did, however, face a problem because the NATO members have 
about reached the limit of their present ability to improve quality and, 
at the same time, to maintain the past rate of euildup of the NATO 
forces. The situation was one that obviously called for a change of 
emphasis. 

Rather than continuing to exhaust our resources in a precipitate 
military buildup, we have agreed to undertake a more gradual and 
steady buildup, which is consistent with United States and E uropean 
economic capabilities, and also greater emphasis will be placed at this 
time upon improved quality of NATO forces rather than upon imme- 
diate quantitative increases. 

I do not want anyone to get the impression that NATO is cutting 
back its program. Quite the contrary—our plans call for NATO to 
move forward realistically toward greater defense capacity. 

The program which we agreed on for the calendar year 1953 pro- 
vides for a moderate increase in the size of NATO forces as well as a 
very substantial improvement in their quality. 

If these plans are carried out, it is the judgment of our military 
experts that the NATO forces in Europe by the end of this year will 
be nearly 30 percent stronger than they are now. 

Another major problem in Europe today is the attainment of 
European unity and, particularly, the integration of Germany into the 
free European community. Without a German military contribution 
there will be a very serious gap in the NATO defense system. 

The plan which the Europeans themselves have devised for integrat- 
ing their defense efforts and achieving a German contribution is, as 
you know, to create a common army under a European Defense Com- 
munity. 

The French Premier, Rene Mayer, the Italian Prime Minister de 
Gasperi, the German Chancellor Adenauer, and the leaders of the 
three Benelux countries are all solidly behind EDC. 

They have told me with the greatest emphasis that they see no good 
alternative. They are doing their very level best to secure the ap- 
proval of EDC, which is alre ady in treaty form, but which needs to be 
ratified. 

It is inevitable that legislative bodies, as you well know, should 
want to give careful consideration to any step as farreaching as EDC. 
But the reasons for EDC are so compelling that we must hope that 
these parliaments will not long delay its establishment. 

I believe that our own United States plans can be based on the pres- 
ent assumption that the nations of continental Europe will continue to 
do their share of the job of creating adequate defenses, and will be 
able to overcome the political obstacles that now stand in the w ay ofa 
unified effort. 

Now, turning from Europe to the opposite side of the world, the 
Far East, we find there severe Soviet and Chinese Communist mili- 
tary pressures combined with extreme economic difficulties. 

The problems of this area are closely linked with those of Europe 
and are of great consequence to American security. 

Communist aggression in Indochina represents one of the most 
serious present threats to the free world. The present aggression 
against Laos is an extremely disturbing dev elopment. The. primary 
responsibility for conduct of military operations rests upon the 
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Associated States and upon France. Their manpower must do the 
fighting, and they are also bearing a large share of the military cost. 
But the »y are clearly incapable of bearing the entire cost. 

Our mutual security program, which we are presenting here, pro- 
vides for $400 million and some military end items for the purpose of 
helping the French and Indochinese peoples to reduce this Communist 
threat to manageable proportions, and there is prov ision for some pos- 
sible modest increase in aid of a new and more vigorous planning. 

Formosa—we must materially increase the effectiveness of Chinese 
forces on Formosa. Defense measures in Formosa are closely related 
to and dependent upon economic stability, and it is also important that 
we assist directly in improving economic conditions. 

If Formosa can be made militarily strong and economically healthy, 
it can exercise a powerful attraction upon the enslaved peoples of 
nearby Asia, the continent. 

Japan is one of the prime targets of Communist expansion in the 
Far East. Under the security treaty with Japan it is expected that 
Japan will be increasingly assuming responsibility, within its economic 
capabilities, for its own defense against direct and indirect aggression. 

This mutual security program which we present to you provides for 
funds for weapons for Japanese internal security and home defense. 

We are also requesting moderate funds which can be used in Thai- 
land, the Philippines, and Indonesia, each of which faces grave prob- 
lems of Communist origin. 

Let us now look to the Near East and south Asia. The Near East is 
one of the main crossroads of the world, and has great strategic im- 
portance. It has a large and growing population and very important 
resources. 

This area is subject to Soviet pressures attempting to take advantage 
of political unrest and economic distress. 

Western prestige—that unhappily includes United States prestige— 
in this area has been deteriorating steadily, and the situation requires 
urgent and decisive remedial measures. 

Some of us are leaving on Saturday to visit this area to get a first- 
hand impression of the problem. 

Our present program for this area provides for a continuance of 
technical-assistance projects at approximately the current rates, for 
the maintenance of programs of relief and rehabilitation of refugees, 
and a limited program of economic aid for capital development. 

We also seek authority to undertake limited military aid programs 
to the countries of the Near East—programs which we can develop 
and which we hope will contribute to their internal security, and will 
assist in promoting peace between Israel and the Arab nations, and 
in establishing a regional defense organization. While the total 
sought for this area is not great, it can be, we are convinced, vitally 
important. 

In south Asia, which includes both India and Pakistan, we find 
a population as large as that of China. This population is still 
free, happily, from Communist control. However, present economic 
conditions in this area provide a happy hunting ground for the 
Communists. 
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It is vitally important in south Asia to move toward a solution of 
the twin problems of food and health. Both India and Pakistan have 
well-thought-out plans for economic development and have shown 
great initiative in going forward with these plans despite their very 
limited resources. I believe that we are justified in some continuance 
of aid, although at a rate below that which had been previously 
planned. 

The programs of special economic aid planned for these areas are 
small in terms of the total need, but they can be of immense value, 
especially if they can be continued for aneaed years. 

Moving finally to Latin America, I want to state my belief that the 
United States in the past has too often failed to give proper attention 
to our good friends with whom we have had beneficial political and 
economic relations for so many years, and who have assumed with us 
collective responsibility for the defense of this hemisphere. 

At present American private investment provides large amounts 
of capital which contribute to the improvement of economic condi- 
tions and living standards in Latin America, and we believe that 
private enterprise should continue to take the lead wherever it can. 

However, there are certain important needs which cannot be met 
by private capital. In view of the importance of this area, the pro- 
gram being presented to you proposes a moderate increase in our 
assistance to Latin America. 

This aid takes the form of technical assistance designed to improve 
living standards through diversification and increased productivity. 

t also includes limited militar y assistance to help the Latin Ameri- 
can countries to place their military forces in a better state of readi- 
ness so that they would be able to cooperate more effectively in the 
defense of this hemisphere. 

The total requested by this entire program is less by the amount of 
$1,772,000, “se than was requested by the so-called Truman budget for 
the fiscal year 1954. This reduction, great as it is, is not as great as 
many of us srt 1 like, would have liked to see, having regard to the 
need for a balanced budget, to restabilize our currency and, eventually, 
to reduce taxes. 

The reduction of this program is, however, as great as, in our judg- 
ment, can be reconciled with the essential security of the United States. 

It, of course, may be that developments, good developments, may 
make unnecessary, bad developments may make impossible, the pru- 
dent spending of all of the sums here requested. 

You can be confident that if that is the case, money not needed will 
not be spent. 

We do, however, say to you that we consider that it would be im- 
prudent and dangerous not to have available at least the sums we have 
requested. Indeed, it might well prove to be the case that we have 
not asked for enough. 

In these matters it is impossible to avoid taking risks. I believe 
that if we have erred, we have, perhaps, erred on the side of asking 
for too little rather than too much. 

We must not disguise from ourselves the fact that the international 
situation is critical. For example, all of southeast Asia is today in 
great peril, and if Indochina should be lost, there would be a chain 
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reaction throughout the Far East and south Asia. Countries, many 
countries, which have always looked to the Western World and, par- 
ticularly, to the United States, as the source of greatest power, both 
material power and moral power, are beginning to wonder whether 
or not the center of power has not shifted from Washington to Moscow. 
Even in the Western World there are now Communist elements ready 
and eager to take power, political power, upon a platform of appease 

ment of Soviet communism or at least benevolent neutrality toward 
Soviet communism, 

At this juncture there are forces at work within the United States 
which would result in a further abdication of leadership. 

There are those who would sharply raise our tariff; there are those 
who would sharply cut foreign aid; there are those who would seek 
to impose upon our friends and allies additional restrictions upon 
their trade with the Communist world, even in terms of nonstrategic 
articles. There are those who would sharply cut the military contribu- 
tions of the United States to NATO and other alliances. 

If all of these things should happen, happen abruptly and sud 
denly, then the United States would be isolated and in the greatest 
danger of its entire history. 

In testifying yesterday before the Ways and Means Committee | 
referred to the fact that the present foreign-aid program will reduce 
budgetary and unallocated economic aid to our principal allies. Our 
allies accept this in good spirit as a necessary part of a common pro- 
gram whereby we all try to bring our extraordinary security commit- 
ments into line with economic health. 

But if we do not do all that is possible within the limits of our 
economic health, then our purposes will be misinterpreted and our 
allies will feel that their fragile economies are being subjected to mul- 
tiple blows which are more than they can sustain. 

It is the judgment of the Pr esident and his Cabinet and of the Na- 
tional Security Council, after the most intensive investigation, on the 
one hand, that the program here presented us is within the capabilities 
of the United States and consistent with moving as rapidly as possible 
toward a balanced budget and, on the other hand, that anything 
appreciably less would be dangerous to our peac e and security. 

t can assure you gentlemen that there is no “water” in this pro- 
gram to be squeezed out without taking greater risks than we believe 
are acceptable at the present time. 

I believe this will be made apparent to you as you hear the further 
development of the facts through the statements to be made by Mr. 
Stassen, Mr. Wilson, and Mr. Humphrey. 

Thank you. 

Chairman Witey. Thank you, Mr. Secretary. 

The speakers have agreed among themselves that they will present 
the program in the following order : Next follows Harold E. Stassen, 
Director for Mutual Security, and after him will be heard Charles E. 
Wilson, Secretary of Defense, and after him George M. Humphrey, 
Secretary of the Treasury. 

We are happy to have you with us, the Honorable Harold E. Stas- 
sel. You may carry on. 
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STATEMENT OF HON. HAROLD E. STASSEN, DIRECTOR FOR 
MUTUAL SECURITY 


Mr. Srassen. Honorable Chairmen and members of the Committees 
on Foreign Relations of the Senate and Foreign Affairs of the House 
of Representatives, following upon that clear and cogent policy state- 
ment by the Secretary of St: ate, mi iy I, at the opening of my remarks, 
express my appreciation to the C hairmen, Senator W iley and Repre- 
sentative Chiperfield, to Senator George and Re ‘presentativ e Richards, 
and to all the members of the two committees for the invitation to meet 
with you this morning. 

Your thoughtful and constructive participation in the devslopment 
of this crucial portica of our Nation’s security program has been, 
and will be, of great value. 

It is today my responsibility and my privilege to present for your 
consideration the broad outlines, the important details, the concepts, 
the methods, and the objectives of President Eisenhower's new mu- 
tual security program. 

This program is a reflection of the philosophy and the principles 
of the President so often and so eloquently expressed. And, as the 
Secretary of State has said, the President is sending today, as we 
open this presentation, a message to the Congress. 

This program’s objective is peace—peace with justice—peace with 
freedom—peace with progress. 

It seeks to bring about, among the free nations, mutual strength, mu- 
tual confidence, mutual understanding, and mutual progress. 

Its twin consequences will be a rapid buildup of effective defensive 
strength in the free world and a steady advance in the standards of 
living of the free peoples. It means increased security for the 
United States. 

The program will be carried out under the direction of the Presi- 
dent in a manner closely integrated with the total program of the 
Government, taking guidance on foreign policy from the Secretary 
of State, on defense ‘police y from the Secretary of Defense, and, through 
him, from the Joint Chiefs of Staff, on financial policy from the Sec- 
retary of the Treasury, and with respect to budgetary practices from 
the Director of the Bureau of the Budget. It will utilize, whenever 
appropriate, the services and counsel of the other departments and 
agencies of the Government, such as the Departments of Commerce, 
Agric ulture, Interior, and Health, Education, and Welfare. 

Tn its administration, we will faithfully reflect the decisions of the 
Congress and will ever endeavor to serve the people of the United 
States. 

With this broad outline, Mr. Chairman, may I turn to specific im- 
portant details of the proposed mutual security program of 1954? 

The Secretary of State has indicated that the total of new obliga- 
tional authority requested in the mutual security program has been 
reduced from the previous 1954 budget by $1.8 billion—from $7.6 
billion to about $5.8 billion. 

Before discussing the several components of this total, several gen- 
eral statements concerning this figure seem appropriate. In the first 
place, it is the result both of an exhaustive review of our national 
security policies and of a detailed evaluation of the operation and ef- 
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fectiveness of past and present mutual security programs. It repre- 
sents the product of months of work by the National Security Coun- 

cil, where each of our security objectives was carefully studied, and 
its importance weighed in relation to the fiscal considerations that the 
Secretary of the Treasur y will discuss with you. It reflects the find- 
ings which resulted from the careful, local studies which were re- 
cently made by special evaluation teams, comprised of nearly 60 out- 
standing leaders of American industry and finance, in 12 countries 
now participating in the program. It mirrors the experience and 
knowledge which were gained by the Secretaries of State, Defense, 
and Treasury and myself during our several trips to Europe and par- 
ticularly in the course of the recent meeting of the North Atlantic 
Council in Paris. 

In the second place, as the President has already indicated, we are 
hopeful, as a result of our present close and careful scrutiny of the 
present mutual security program, of discovering certain savings in 
currently appropriated funds which can be applied to reduce some- 
what the presently requested authorization for new obligational au- 
thority, that is, if the savings are transferred to or to take a part of 
the $5.8 billion new authority. 

The exact amount of any real savings can only be determined as we 
approach the close of the fiseal year. They depend upon the extent to 
which any of the specific cemtnannth on which present programs 
were based have been eliminated and not replaced by new, comparable 
requirements, the extent to which reductions in the originally esti- 
mated prices of military equipment have occurred, and other similar 
factors. 

In the third place, I should note in passing that the foregoing aggre- 
gate figure does not include something under $100 million in local 
currencies which are already, or will become, available to the United 
States in the form of counterpart or as contributions by other gov- 
ernments and which are required to carry out the program presented, 

Finally, I should caution the committees that this is a tight pro- 
gram, as the Secretary of State has stated, and one in which no pro- 
vision has been made for a number of contingent requirements which, 
because they are contingent, we felt should not be included. I refer 
particularly to possible requirements for additional economic assist- 
ance in Korea beyond the $71 million, which is included as a contribu- 
tion to UNKRA (the United Nations Korean Reconstruction Agency), 
especially if further great increases are to be made in the ROK forces, 
and to the possible need for aid in averting famine in Pakistan, if that 
becomes a very large need, and the potential need is now the subject 
of a special study. 

I mention these because I think it is important and right for you to 
know at the very outset precisely what is, and precisely what is not, 
included in the request for authorization which is now before you. 

Within this $5.8 billion total, slightly over $4 billion is requested 
for mutual defense material and training. 

Of this amount, approximately $2.53 billion is requested for the 
European area, about $1 billion for the Far Fast, slightly under $475 
million for the Near East, and $20 million for Latin America. 

Within the $5.8 billion, an additional $995 million is requested over 
and beyond that $4-billien figure I mentioned for mutual defense 
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snancing. This portion of the program is designed to assist certain 
countries in Europe and the Far East in carrying out important de 
fense objectives in a manner which will prevent their own budgets 
from remaining in disastrous imbalance. 

Of this amount, $400 million would be utilized for the procurement 
of equipment, materials, and services which are required by, or are 
necessary for the support of, forces of France which are located in 
Indoe hina and forces of the Associated States of Cambodia, Laos, and 
Viet-Nam. 

Of the total amount of $995 million which I referred to for mutual 
defense financing, $100 million is intended for the manufacture in 
France of artillery, ammunition, and semiautomatic weapons which 
are required by, and are to be delivered to, French forces assigned to 
the North Atlantic Treaty Organization, and another $100 million 
is designed for the manufacture in the United Kingdom of modern 
military jet aircraft required by the United Kingdom forces for the 
defense of the North Atlantic area. 

The provision of these amounts in the manner indicated, together 
with $100 million which is requested to finance United States exports 
to the United Kingdom of certain commodities, particularly wheat, 
cotton, and lard, of which we have an ample supply, would have these 
effects : 

It would mean that direct financing assistance to the United King- 
dom would be cut in half from 1953 to 1954. There would be a further 
reduction anticipated the following year, and early termination of all 
such assistance is contemplated. The resulting loss in dollars for 
balance of payments would be partially cushioned by increasing 
earnings on jet aircraft production and other military materiel 
contracts with the United States. 

But this cushioning of the balance of payments loss through in- 
creased offshore procurement earnings would not ease or assist the 
budget of the United Kingdom. For France, popcouens ately 40 per- 
cent of the Indochina war would be covered by contributions in 
various forms from the United States. 

May I reflect the situation in this manner: In both of these sit 
uations, if the average taxpayers of the United Kingdom and of 
France continue, as they do today, to pay slightly more taxes pro 
portionately than the average taxpayer in the United States, then 
each country can—the United Kingdom and France—with able man- 
agement, adjust to the new program reasonably well and effectively 
carry out their extensive commitments for mutual defense and national 
security. I am convinced, however, that the amounts recommended 
are the very minimum which the United States should provide, and 
these amounts are directly related to the essential objectives of ou 
country as well as theirs. 

Two hundred and fifty million dollars is requested for mutual spe 
cial weapons planning. This is a new provision. This does not affect 
atomic weapons, which are controlled, as you know, by other legis- 
lation. It will include only such special weapons as the President 
may determine, after the study of new weapons now under way by the 
SHAPE command is completed. Double safeguards, we recommend, 
should be included in this portion of the law to insure that the securit) 
interests of the United States are served. Specifically, it is propos ~ 
that the President be responsible for determining, first, the wisdom 
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of initiating the production of specified weapons of this type, and 
second, the desirability of any physical transfer of equipment, after 
production, or the provision to provide training. 

With such safeguards, I am convinced that this $250 million will, 
in the course of the next 4 or 5 years, prove to be the most. important 
$250 million in the defense portion of the Mutual Security Act. 

One of our greatest assets in defense is and has been the productive 
and scientific genius of the free peoples. The objective of NATO 
defense planning, as of American defense planning, has not been one 
of matching man for man a potential army of aggression, but rather 
of making our forces as effective as possible through a combination 
of training and modern weapons. The special new weapons that are 
now beginning to enter production or are nearing the completion of 
development must be a part of that planning if we are to create, with a 
minimum cost, the most effective defensive shield. We are thus pro- 
posing to take at this time those steps that are appropriate that will 
make possible the sharing with our allies of the industrial and scien 
tific advances that can make our people more safe from attack and 
our collective armed forces more secure and effective in combat. 

Smaller amounts are involved in the mutual development and tech- 
nical progress programs, approximately $315 million for economie aid 
directed toward development and about $140 million for technical 
cooperation. Of the $315 million, $30 million represents a request for 
an authorization, but not at this time for an appropriation, to cover 
anticipated contributions to UNWRA, the United Nations agence 
for the relief and resettlement of Arab refugess. These several 
amounts, totaling $455 million, are predominantly for India and 
Pakistan, for Southeast Asia, for the Near East, and for Latin Amer 
ica and Africa. These amounts are much less than the direct defense 
portions contained in the proposal, but the programs which they cover 
may well prove to be the most important of all in their ultimate 
long-term effect. 

India has a well-conceived plan for long-term development nov 
under way. I know some Members of Congress have recently been 
there. Moderate assistance for 3 years should be anticipated, but only 
1 year is included in the 1954 fiscal-year program. 

The multilateral organizations whose work advances the broad secu 
rity and humanitarian objectives of the mutual security program to 
gether require a little more than $100 million. This amount includes 
funds for our proposed contributions to the United Nations Inter- 
national Children’s Emergency Fund, commonly called UNICEF, 
United Nations Technical Assistance (UNTA), the Organization of 
the American States (OAS), the United Nations Korean Reconstruc 
tion agency (UNKRA), and the Intergovernmental Committee for 
European Migration (ICEM). Our support of these programs is in 
furtherance of President Eisenhower’s inaugural statement that “re 
specting the United Nations as the living sign of all people’s hope for 
peace, we shall strive to make it not merely an eloquent symbol but 
an effective force.” Because of the great humanitarian and economic 
importance of these international programs to the free world, we must 
continue to assume leadership in making them succeed. 

Of these 5 multilateral undertakings, 3 are integral parts of the 
U. N. system, 1 is solely inter-American, and 1 is organizationally out- 
side of the U. N. framework. The total effort and accomplishments 
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of all of these, however, have come to be regarded by less fortunate 
people everywhere, as concrete evidence that the le iding free nations 
are Willing to back expressions of concern and interest with tangible 
deeds. 

[ realize that some will sincerely feel that this proposed program 
cuts too deeply and too sharply into the amount of the previously 
planned program. I realize that others will sincerely feel that even 
nore drastic reductions should now be made. 

It is our considered conclusion after careful study that the vital 
objectives of our country in the mutual security program can be at- 
tained through this reduced amount if wisely used in the new program. 

It is also our considered conclusion that these recommended amounts 
are urgently needed in the interests of the safety and security of our 
country. 

It is our pledge that these funds will be administered with extreme 
care and that throughout the year every opportunity will be seized 
for further savings when they can be made without prejudice to our 
country’s objectives. As I have also stated we expect to make mod- 
erate but important savings in the 1953 program which is now in the 
last months of its fiscal year. These savings will be reported to the 
committees later, and can be credited against the amount now re- 
quested for the new program. 

This new mutual security program in President Eisenhower's ad- 
ministration will have these characteristics: 

Longer range planning and programing with open discussion 
of future requirements, subject always to the annual decisions and 
reviews of Congress. 

2. Farlier attainment of strong defense capabilities through more 
rapid deliveries of critical items and more thorough training of forces 
in a 

}. Constant insistence on the imports unce of economic stability and 
an “expanding gross national product among the free nations as the 
ome ul foundations for sound defense. 

Accelerated planning for the use of new weapons for the defense 
of on free nations against threatening totalitarian thrusts. 

). Full enlistment of the cooperating defensive strength of all na- 
tions who oppose the Soviet Communist power. 

6. Expanded use of the production capacity of Europe through a 
combination of United States and multination orders which will permit 
efficient mass production of NATO arms and the consequent establish- 
ment of a better production base in Europe. 

7. Steady development of the natural resources and the people’s 
capabilities in the less advanced areas of the free nations. 

8. Gradual expansion of fair and profitable trade between the free 
countries. 

9. Broader cooperation with voluntary organizations engaged in 
similar activities with emphasis on the people- -to-people relationship. 

10. Increased reliance upon private capital for all phases of eco- 
nomic accomplishment. 

11. Alertness and willingness to adjust to any new conditions, in 
accordance with the President’s April 16 address. 

In other words, we seek a rapid, surefooted climb with our partners 
to a high plateau of secure preparedness, and then, shoulder-to- 





154 MUTUAL SECURITY ACT EXTENSION 


shoulder, an advance along that plateau toward peace and better living 
for ourselves and for others. 

Mr. Chairman, without minimizing the difficulties and obstacles 
we face, I do have confidence that this mutual security program can 
be carried through successfully. 

This confidence is rooted in my deep and abiding faith in the free- 
dom and the inherent dignity of men. 

It is strengthened by my regard and appreciation for the superb 
abilities and excellent teamwork of the officials of the administration 
upon whom so much of this program depends. I refer to the Secre- 
tary of State, John Foster Dulles; the Secretary of Defense, Charles 
Wilson; the Secretary of the Treasury, George Humphrey; and the 
Director of the Bureau of the Budget, Joseph ‘Dodge. 

My confidence is fortified further by my knowledge of the high 

caliber and the devotion to duty of the members of ‘the uniformed 
services of our country, the Army, Navy, Air Force, and Marines, 
upon*whom so much of our mutual security work depends. 

It is fed by my conviction of the truly great qualities of the people, 
and of the leade rship, of the other countries with whom we work in 
the mutual security program. 

Regardless of the cynics, the defeatists, the timid souls, and the 
shortsighted ones, let us move forward with faith and determination, 
with realism and sound planning. Thus will we, in the United States 
of America, be worthy of our national power and responsibility, and 
of our opportunity in 1953, under the leadership of President Eisen- 
hower. 

Thank you, Mr. Chairman and members of the committee. 

Chairman Witxy. Thank you, Mr. Harold E. Stassen, Director for 
Mutual Security. 

We shall now hear from the Honorable Charles E. Wilson, Secre- 
tary of Defense. We are glad to see you, sir. If you will, you may 
carry on in your own way. 


STATEMENT OF HON. CHARLES E. WILSON, SECRETARY 
OF DEFENSE 


Secretary Witson. Thank you, sir. 

Mr. Chairman and members of the committee, late yesterday after- 
noon I returned from 3 weeks in Europe. Both before and after the 
NATO meeting in Paris, I visited many of our Army, Navy, and Air 
Force units and installations in England, France, Germany (including 
Berlin), Austria, Italy, and North Africa. During various parts of 
the trip I was accompanied by Secretary of the Army Stevens, Secre- 
tary of the Navy Anderson, Assistant Secretary of Defense Nash, and 
General Bradley, Chairman of the Joint Chiefs of Staff. 

We have had the benefit of extensive discussions with the command- 
ers of our United States forces in the European theater and with most 
of the United States military officers who are holding top NATO 
commands, including General Ridgway, General Gruenther, General 
Norstad, and Admiral Carney. We visited some of our Air Force 
bases in England and North Africa, as well as several of the bases 
in France and Germany where United States Air Force units are 
presently deployed. We went to a number of our headquarters and 
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command posts in Western Germany, Berlin, and Austria. We spent 
the better part of 2 days with the Sixth Fleet in their regular opera- 
tions in the Mediterranean. 

I was favorably impressed with the morale of our forces in all 
three services, and by the leadership of their commanders. It was a 
matter of real pride and satisfaction for me to see the ways in which 
our soldiers, sailors, marines, and airmen are conducting themselves 
in the performance of a task which is without precedent in world 
history—the presence of the military forces of one friendly country 
in the territory of another in times of peace—peace at least in those 
countries. Our military men abroad must be, each one of them, sales- 
men of American policy and good will. They recognize this and prog- 
ress is being made in establishing and maintaining confidence, coop- 
eration and good will between our country and our allies. 

Here in Washington we get immersed in the details of administra- 
tion and of planning what we are going to do. To measure the prog- 
ress we are making, and what we are getting for the money we are 
spending is difficult so far away from the scene of activity. That is 
why it is good to get out in the field and see there the results of our 
efforts here at home. It is essential that we physically audit the re- 
sults of our policies, planning, and expenditures. This is what we 
have been doing. It cannot be done by more paperwork in the 
Pentagon. 

The principal mission of our forces in Europe is to directly and 
indirectly support the efforts of the North Atlantic Treaty Organiza- 
tion in maintaining our mutual freedom. While there is much still 
to be done, progress has been made not only in a military sense but in 
an economic and political sense as well. 

There was not time to visit the forces of any of our NATO allies, 
but I did have the advantage of meeting a number of their defense 
ministers and enjoyed the benefit of having fairly extensive discussions 
with them, notably the Defense Ministers of the United Kingdom, 
France, Italy, Belgium, and the Netherlands. Their understanding of 
the problems that lie before them and their determination to find solu- 
tions for these problems was impressive and encouraging. It was 
especially interesting to see the unanimity of their conviction that 
nothing could be derived from the developments of recent months in 
the U. S. S. R. which would justify any lessening of our common 
NATO effort to build the strength and security of the North Atlantic 
Community. This, as a matter of fact, was the view not of the de- 
fense ministers alone, but was the conviction of the entire NATO 
Council, including the foreign ministers and the finance ministers as 
well 

The review of the military situation in the NATO meeting in Paris, 
the informal discussions which I had with defense ministers and 
military leaders of other nations, and my conversations with our own 
United States commanders, and inspection of the installations on 
which United States forces are presently deployed, have all led me to 
the following conclusions: 

(a) We have come quite a long way toward the goal of attaining 
security for the North Atlantic Community ; 

(6) We still have a long way to go, measured in terms of military, 
economic, and political strength ; 

33064—583——11 
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(ce) To date no justification has yet appeared to warrant any be- 
lief that the danger has disappeared or even appreciably lessened ; 

(2) We have now reached a posture of defense in NATO where 
we can determine the rate of further improvement in our military 
forces in the light of the economic capabilities of NATO nations to 
sustain a continued defense effort and state of preparedness over an 
indefinite period of years; 

(e) Problems outside the NATO area, particularly in the Pacific 
where two hot wars are now going on, require individual treatment 
although they are essentially an important part of the defense of the 
free world. 

When we think our current rate of progress leaves much to be de- 
sired, it is useful to look back and see how far we have come. This 
was my first visit to Europe since 1948 when I went over as a mem- 
ber of the Humphrey committee, headed by the present Secretary of 
the Treasury. The committee was set up, as required by Congress in 
connection with the Economie Recovery Act, with duties to appraise 
whether the plants in Germany which had been listed for reparations, 
would contribute more to the recovery of Western Europe if allowed 
to remain where they were instead of being dismantled and shipped 
elsewhere. The effective work of this committee at that time gave 
me insight into the military and economic problems then existing 
in Western Europe. 

The situation in the countries I visited then was quite different from 
what I found it to be on my present trip. Then the efforts of the 
United States to develop a postwar policy that would lift a war-torn 
and discouraged Western Europe from her knees, lest Europe fall 
an easy prey to the westward sweep of Soviet communism, were just 
getting under way. Today, even the most casual visitor to Europe 
can see that progress is being made. Perhaps it is too much to say 
that Western Europe has been permanently rescued from communism. 
But I will say that the danger in which she stood in 1948-49 has now 
been reduced to a comforting degree. 

Everywhere I went on my recent trip, there were striking evidences 
of people well fed, well clothed, and with work to do. The degree of 
intensity of effort varied, of course, from country to country, but 
everywhere one saw new construction and industrial and agricultural! 
activity on all sides. 

On the side of military strength, the picture of progress in the last 
3 years, since NATO first got really under way, gives cause for satis- 
faction. In 1950, Western Europe’s military forces were desperately 
inadequate. Moreover, the actual strength of these forces, in terms 
of real combat effectiveness, was much less than the figures themselves 
would indicate. Much of the existing equipment was worn out and 
obsolete; training of the troops was inadequate; and there was no 
organization of the several national contingents into a balanced and 
coordinated partnership effort. 

Today, through the combined efforts of all member nations, we 
now have an integrated, effective combat structure. In those units 
which were in existence when NATO first began, critical equipment 
deficiencies have been eliminated and the effectiveness of the training 
has been greatly improved. A substantial. number of additional 
units have been raised and are being continually strengthened and 
improved. Just over a year ago at Lisbon the member nations set 
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for themselves specific force goals to be raised during the calendar 
year 1952. Those goals have ‘substantially been met. The accession 
of Greece and Turkey to NATO and the resultant addition of their 
substantial forces to those of the other NATO members have provided 
the supreme Allied commanders a sizable combat force which already 
has served as a strong deterrent to aggression. 

This same period has also seen a substantial expansion and develop- 
ment of the physical facilities required by the forces which are being 
created. Airfields, communications networks, jet-fuel systems, and 
other segments of the so-called infrastructure program, ‘which were 
lacking in the beginning, are now becoming available both for the 
training of units “and for operational use should such use become 
necessary. 

One of the principal accomplishments of this last NATO meeting 
was the reaching of agreement on the balance of the infr: astructure 
program and the shari ing of its cost by the participating nations. This 
will permit badly needed : advance planning and will insure the making 
of adequate provision in the national defense budgets to provide for 
this highly essential segment of the NATO defense buildup. 

An important part of the ability to resist aggression is the pro- 
vision of the necessary backup to enable this resistance to be main- 
tained effectively over a period of time long enough to permit the 
bringing up of reserves. A good start in this direction has been made 
in expanding the NATO production base both through the United 
States offshore procuremem program and through a general improve- 
ment of the production capabilities of the NATO countries through 
our defense-support assistance. 

A sound offshore procurement program makes good sense to me. 
It will help to utilize the great production potential of Western 
Europe. It will establish a production base nearer to the point of 
possible use—a particularly important consideration in connection 
with such items as ammunition which are rapidly expended in the 
early days of hostilities before supplies can begin to flow across the 
seas. Also by establishing production within riondollar areas, the 
trade between the United States and such areas will be brought into 
better balance without the necessity of direct dollar assistance. 

It is my expectation that the countries where we are placing offshore 
procurement orders can in general produce as cheaply or even more 
cheaply than the items can be produced in the United States. This 

s an essential requirement of a sound offshore procurement program. 

While we were in Paris, the defense ministers of five NATO coun- 
tries, including myself, participated in a ceremony marking the exe- 
cution of contracts for the procurement of half a billion dollars’ worth 
of fighting aircraft sorely needed for the buildup of the NATO air 
strength. I personally inspected and witnessed flight tests of the 
French Mystere Mark IV and the British Hawker Hunter, two types 
of interceptor fighters which are being purchased by the United States 
as a part of its ‘contribution to the jointly financed program. I was 
favorably impressed by the performance of these planes, and I feel 
the United States as well as the other participating nations will get 
good value for the money invested in this program. I understand that 
the legislation now under consideration contemplates a substantial 
expenditure for additional offshore procurement. Properly executed, 
this is a sound course of action. 
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One of the points in which the other NATO representatives were 
particularly interested during the recent meeting in Paris was the 
extent to which in coming months the United States would be able 
to make good on deliveries of military equipment under the mutual 
defense assistance program. I made a full report to the Council on 
this subject in which I outlined the improvement that has been made 
in the production of certain items of equipment which are in short 
supply. I pointed out that during the first 2 months of the current 
year, $669 million of MDAP equipment was supplied by the United 
States to its allies throughout the world. I concluded that with the 
flow of production as we now see it coming, I believed we would be 
able to keep deliveries under our military assistanc ‘e program geared 
to the ability of the NATO member nations to receive, maintain, and 
effectively utilize the equipment. 

Because I have been so close to the European scene in recent weeks, 
I have concentrated my observations on the NATO part of the pro- 
posed program. However, the fact that I have dwelt at some length 
on European problems does not mean that the Department of Defense 
has its eyes focused on Europe alone. 

Since the cost of the Korean war effort is included in our United 
States defense budget, and not in the mutual security legislation, I 
am not dealing with the Korean problem at this time. 

I have been closely following the situation in southeast Asia since 
the attack on Laos, and while in Paris had a number of discussions 
of the problem with the French. I feel that substantial aid from the 
United States will be required if the efforts of the French and the 
Associated States are to be successful in stemming the tide of aggres- 
sion. Meanwhile every effort is being made to see that the forces 
fighting communism in Indochina will not suffer for lack of equip- 
ment. The threat to Thailand is also being taken fully into account. 
You will see as the program for the Far East is laid out for you that, 
together with the further strengthening of Japan, Formosa, and the 
Philippines, more than 25 percent of the total proposed military aid 
is designed to replace weakness with strength in this vitally important 
area. 

Likewise, the crucial Middle East is not being neglected. Our ef- 
forts are assisting cooperative nations to strengthen their defenses 
so that they may not only defend their own countries but do their 
part in the defense of the free world. My discussions with the NATO 
commanders for this area have convinced me there is a real need for 
improving the situation in this area. Substantial funds are, there- 
fore, requested to create strength where weakness now may be a temp- 
tation for further aggression. 

Thus, from the examination which I have been able to make of the 
program which Governor Stassen has outlined for you, I believe it to 
be a balanced program which takes into account the most vital needs 
in the effort we and our partners are making to achieve security for 
the free world. The amount of additional aid now asked for repre- 
sents a substantial reduction from amounts previously contemplated, 
some $1,800,000,000 less. 

I believe, however, that it represents the proper amount which 
should be requested at this time. In considering this military-aid 
program we have looked at it in the same way as we have our own 
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defense requirements. We have kept both need and cost in mind and 
we have encouraged our NATO partners to do the same. It is our 
objective to achieve greater efficiency and economy. It is our aim 
to achieve a balanced program by deferring production of mili- 
tary equipment and other items not now contributing directly or 
effectively to the common defense. This will permit to some extent 
distributing the economic burdens of defense over a greater number 
of years without to any important degree sacrificing a reasonable 
defense posture. Moreover, the present request is based upon the 
validated need for new obligs ational authority in the fiscal year 1954 
in relation to required deliveries and production, taking fully into 
account unexpended balances from previous appropri iations. 

In conclusion, it is my opinion, confirmed by the judgment of other 
members of the executive branch, that this program is what can and 
should be done by way of military assistance in the fiscal year 1654. 
I hope that after it has been explained to you in further det: uil by 
the witnesses to follow, you will agree that it is the program which 
should be authorized by the Congress of the United States. 

Chairman Wirry. Thank you, Mr. Charles E. Wilson, Secretary 
of Defense. 

We will now be privileged to hear the Honorable George M. Hum- 
phrey, Secretary of the Treasury. Mr. Humphrey, it is good to see 
you, sir. Will you carry on in your own inimitable manner? 


STATEMENT OF HON. GEORGE M. HUMPHREY, SECRETARY OF 
THE TREASURY 


Secretary Humrenrey. Mr. Chairman and members of the commit- 
tee, you have noted from what has previously been said by the pre- 
ceding witnesses that the great bulk of the money that is now being 
requested is to be spent for direct contributions to our security. It 
will be largely for military end items or directly contributing to our 
friends and our own mutual defense. You have also heard it said by 
the previous witnesses that we will get as much, or more, for our money 
in security in this way than by making additional direct military ex- 
penditures. It is our purpose to secure the maximum of security 
via rever it may be for the least possible expenditures of money. I 
believe that the assistance proposed in this legislation meets that 
requirement. I think it should be rendered and that we can render it 
advantageously as compared with any equal expenditures elsewhere. 
It is understood, of course, b ry all concerned that as time goes on and if 
conditions change, proposed expenditures will be reduc ed or omitted 
wherever that can properly and suitably be done without prejudice to 
our security, and at all times every effort will be made to get our full 
money’s s worth. 

A good part of the money being requested in this bill will not be 
spent in the coming fiscal year. Its authorization enables the forward 
planning and contr acting that is necessary when you are engaged in 
building a defense force. But it is planned for expenditure at a later 
date. 
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This question of continuing new obligational authority has been a 
matter of deep concern to the administration. As you know, when 
President Eisenhower entered office he inherited the problem of $81 
billion in outstanding obligations and unsatisfied authorizations to 
spend Government funds. The expenditures for the fiscal year 1954— 
the expenditures I will talk about in a few minutes—will come largely 
from this overhang. 

If we are ever going to balance the budget and bring expenditures 
within the tightest possible control, we must do something about 
achieving a runoff of the large carryover of unspent authorizations. 
We cannot continue to ask each year for substantially more money 
than we will actually spend in the ensuing 12 months, because that 
means the overhang constitutes a snowballing threat to financial 
stability. 

Now we have tried to do something about this problem in the bill 
that is before you. We are changing the direction that has been 
followed in the past few years. But we are not proposing to do so 
with unreasoning abruptness. We are trying to strike a proper 
balance between maintaining an adequate and continuing free world 
defense and creating the conditions for long-term financial stability 
in this country. 

The way to do that, it seems to me, is to request each year less than 
will be spent in the next 12 months. You will note from the exhibits 
before you that we are beginning to put that policy into practice right 
now. Changing the practice of the past, we now propose that the 
Congress authorize new funds for foreign assistance in an amount 
smaller than the anticipated expenditures during the coming fiscal 
year. As we do our future planning we will have constantly befor 
us the objective of reducing the over hs ung of unutilized authorizations 
That is a very important objective, and I want you to know that it is 
not only our objective but is now our determined practice. That is 
why I have talked first about this problem of new obligational 
authority. 

Now I turn to the problem of actual expenditures during fiscal 
year 1954. These will be large. There is no question that these ex- 
penditures and others necessary to our national security will affect 
the possibility of balancing the budget and the time when we can look 
forward to tax reductions. Because this administration is committed 
to a program of sound money and of reducing taxation at the earliest 
possible time, I can assure you that these expenditures have been most 

carefully studied from the st ndpoint not only of their effectiveness 

but also from the point of view of the necessity of making them in 
the proposed amounts to contribute to essential security. We are 
committed to the policy of constantly reviewing the necessity of 
making the expenditures currently during the year and will make 
reductions or eliminations whenever and w herever justified. Although 
expenditures of such magnitude will necessarily create problems, they 
can be handled under the sound financial principles to which we are 
committed. 

In formulating the foreign assistance program, close attention has 
also been given to the desirability of fostering private investment 
abroad. This will not only reduce public expenditure but the Gov- 
ernment should not undertake activities that can better be carried 
on by the people themselves. In this direction we will be constantly 
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alert to utilizing the International Bank for Reconstruction and De- 
velopment and the International Monetary Fund wherever that is 
possible. To this end also it is the policy of the Government that in- 
(erest rates on any governmental loans which may be necessary shall 
be such as not to discourage private investment. 

As we progress throughout the year, We will give serious considera- 
tion to the problem of “the rate of expenditures which we will lay 
before you next year. We will strive for proper balance between 
military preparedness in the United States and overseas, and mainte- 
nance of economic strength at home. We have already laid the 

croundwork for establishing that balance. In the NATO meeting 
in Paris last month my associates and I took steps in that direction. 
Our friends abroad were fully advised of this policy. As we go 
through the next year we will build upon that foundation. 

Meanwhile, we feel that the program which has been presented 
to you today is the best balance between security for our friends and 
ourselves and our necessity for reducing expenditures that can be ap- 
propriately managed at this time. We are looking forward to mak- 
ing savings wherever possible and further progress in making ad- 
ditional reductions in the future. 

Thank you very much. 

Chairman Witey. Thank you, Mr. George M. Humphrey, Secretary 
of the Treasury. 

We also want to say that we are very grateful for hearing the facts 
that have been given us from the representatives of the executive 
department. 

The next meeting of the Senate Foreign Relations Committee will 
be held in the Old Supreme Court Chamber, in the Capitol Building 
at 10: 30 a. m. tomorrow, and Mr. Stassen will be the witness. 

The House committee will have Mr. Dulles as their witness. 

There are no more witnesses to appear before us this morning, and 
the meeting stands adjourned. 

(Whereupon, at 11:30 a. m., the committees adjourned; the Senate 
Committee on Foreign Relations to reconvene at 10:30 a. m., Wed- 
nesday, May 6, 1953, in the Old Supreme Court Chamber, Capitol 
Building. ) 
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WEDNESDAY, MAY 6, 1953 


Hovse or RepresENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C. 


he committee met, pursuant to call, in room 262, House Office 
Building, at 10:35 a. m., Hon. Robert B. Chiperfield (chairman) 
presiding. 

Chairman Cutrerrietp. The committee will come to order. 

Mr. Secretary, I understand you are ready for questioning? 

Mr. Vorys, do you have some questions of the Secretary? 


STATEMENT OF HON. JOHN FOSTER DULLES, 
SECRETARY OF STATE 


Mr. Vorys. I do not know how far you are ready to go into the 
details of the program in public session, Mr. Dulles. 

I would like to ask you about the new infrastructure agreement 
which was made in April at Paris. 

Is the amount and plans of that agreement open to public oreat ? 

Secretary Duties. It is; but you can discuss it more effectively, | 
think, with Mr. Stassen than you can with me, and perhaps with the 
representatives of the Defense Department. 

It is an extremely complicated affair, as you know, and I think a 
subcommittee on this has made a very careful study of it, and I think 
a very useful study of it, as far as I can judge, but I do not believe 
you would find me very well qualified to deal w ith it in detail. 

As you know, at the time, we have arrived at a: 3-year agreement for 
calendar years 1954 to 1956, which we believe will per rmit a much 
better planned progress than has been the case heretofore when they 
have been operating on a sort of year-to-year basis, and there has been 
a good deal of squabbling about that and difficulty in getting 
agreement. 

There is now this agreement which will operate for 3 years. I am 
told that it will bring about, for example, the addition of airfields at 
the rate of approximately 50 a year for a little while, which will very 
greatly increase the security and the mobility of the forces in Europe. 

I can only speak of it in such general terms. 

Mr. Vorys. I only know about it generally from reading the very 
fine report of our subcommittee, but as far as I can tell from re: uding 
that report, this was a 3-year program, added on top of the program 
that they studied, and is to continue for 3 years after fiscal year 1954. 

I note that the legislation, here, runs up to 1961. I have been 
perplexed about making agreements that far in advance at a time when 
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we are still uncertain as to whether EDC, or the European army, is 
going to be a reality. 

It seems to me that it is a little difficult to plan that far in advance 
when our allies in Europe have not made their plans firm for a 
European army, which is so important and so imperative in our 
planning. 

How can we expect Congress to make such plans when we do not 
know that they are going to have a European army ? 

Secretary Duties. Of course we have to plan on certain assump- 
tions. We have to make the best agreement we can as to whether or 
not those assumptions are sound. 

I am not happy, as you all know, about the progress that has been 
made with reference to the creation of the EDC. It has been some- 
what slower than we had hoped for because of parliamentary diffi- 
culties. 

As I tried to bring out in my statement yesterday, the leaders of the 
cabinets in Europe feel just as strongly as you or I would feel as to the 
importance of EDC. I am convince ed that they are exerting every pos 
sible, practical pressure upon their various parliamentary bodies to get 
action taken. I do believe that there will be such action taken. 

However, I do not now believe that it will be taken in time so that 
Congress can know, before it has to act finally, that is in the month of 
June. 

I doubt whether we would know definitely by the month of June 
whether or not EDC will be realized. There can be some favorable 
developments by then which will give us a further clue on this matter, 
but we probably would not know definitely. That does raise a very 
real problem. 

The probability is, as I say, that the wisest course is to proceed with 
this infrastructure, 1954-56, 3-year agreement. If there is a failure 
to carry out EDC, if that whole program collapses, then I believe 
there should be some kind of an escape clause with reference to it. I 
do not think that is going to happen. I do not think we should alarm 
the situation by seeming to take for granted a failure of EDC. I 
think it is much more apt to happen “if we take its realization for 
granted and plan on that assumption. 

Mr. Vorys. As you know, the Congress, with language originating 
in this committee, has increasingly urged increasing unification in 
Europe year after year. It is somewhat. discouraging to find that we 
are asked to plan so many years in advance for Europe, on a basis 
that has not yet been realized. That is the problem we face, and of 
course the problem which our country faces. 

Thank you very much. 

Chairman CHIPERFIELD. Mr. Richards 

Mr. Ricnarps. Mr. Secretary, I want to congratulate you on your 
very fine statement yesterday at the joint meeting of the Foreign 
Affairs and Foreign Relations Committees. It was a statesmanlike 
statement, there is no doubt about that. 

Secretary Duties. Thank you. 

Mr. Ricmarps. I wanted to ask you 2 or 3 basic questions and will 
have more questions later on, when you are before the committee in 
executive session. 

You support this bill, as is; is that right? 

Secretary Duties. Yes, sir. 
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Mr. Ricwarps. You have been a student of foreign affairs and our 
foreign policy for a long time. 

Just to get your basic thinking on this thing, Do you think the 
United States made the right move when we moved into Europe with 
the Marshall plan ¢ 

Secretary Duties. Yes, sir. 

Mr. Ricuarps. Do you think that we were following the proper pol- 
icy when we moved in to help arm European nations before NATO 
was organized ¢ 

Secretary Duties. Yes, sir. I was a joint author of the first bill to 
do that when I was in the Senate in 1949. 

Senator Vandenberg and I, we wrote and introduced and backed 
the first military-assistance bill. 

Mr. Ricuarps. That is correct. 

Do you think the United States Government made the proper move 
when we went into Korea to stop Communist aggression ¢ 

Secretary Duties. Yes, sir. 

Mr. Ricuarps. Do you think a proper foreign policy should be a 
bipartisan foreign policy so far as our two great political parties are 
concerned. 

Secretary Duties. Yes. I do not believe we can have a successful 
foreign policy unless in its broad outlines it has bipartisan support. 

Bipartisan support in the Congress, bipartisan support in the 
country. 

Mr. Ricrarps. I have just one more question. 

Do you think that this Mutual Sec urity Program should be admin- 
istered by an independent agency, or should it be placed back into the 
State Department under your supervision ? 

Secretary Duis. It is my very strong preference, Congressman 
Richards, that it should be put into a separate agency. I realize that 
from a theoretical standpoint it is possible to argue, and very force- 
fully argue, that it should be kept under the State Department. 

There are those who say that is the only way of assuring that 
actually the foreign policies of the State Department would govern 
the operation. 

The other side of the picture is this: The State Department has 
grown so rapidly and is bogged down by so many responsibilities; its 
personnel have expanded so as to create very great organizational 
problems. 

It has been to such a degree that under present conditions the State 
Department in my opinion has not been adequately performing its 
first function, which is making foreign policy. 

We are dealing with all sorts of things other than that. 

As you go around the world today, and look at the different areas 
of the world—which I have done with you ladies and gentlemen 
here, before—you can see that there are vast areas of the world where 
there are very grave problems and where we do not yet have any 
adequate policies to deal with those problems. 

The situation is just bursting out at the seams and we just have 
not got the needle and thread ready to sew it up. 

I ‘would like to see the task of the State Department, at least for 
this persent period, simplified so we can study what our foréign 
policies ought to be and that we shall not be bogged down with these 
terrific organizational problems. 
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You could in theory have the State Department to be the counter- 
part of the Defense Department, where in effect you have a Secretary 
of State —_ then you would have three Under Secretaries of State, 
let us say, 1 for policy and 1 for economics and another for public 
ialemudien. That might be a good design on paper, but I believe 
that the result of it would be ths at actus lly” the capacity of the Secre- 
tary of State to make foreign policy and advise the President with 
reference to foreign policy, would diminish under those conditions. 

I believe what we need at this juncture in history, more than any- 
thing else, are good foreign policies. 

I do not feel that I have had time yet.to do the job that I ought 
to do in that respect because I have had so many other things to do— 
largely organizational problems. 

I am consti untly being questioned about one thing or another and 
most of those questions relate to activities which I do not think are 
a necessary part of the work of the State Department. 

To get the time, the environment, and the conditions necessary to 
do the best possible job in making foreign policies, which are lacking, 
I believe, today, I would like to see the State Department job simpli- 
fied as much as possible. 

Mr. Ricuarps. Thank you, sir. I have just one more question: 
I gathered from what you saa yesterday, that you feel the authori- 
zation sought here to be just as important to the defense of the United 
States of America as any like amount in our own defense appropria 
tion bills, is that correct ¢ 

Secretary Duties. Yes, sir. I would even go further and say that, 
by and large, cuts in this bill would require in the very near future 
the expending of more money in terms of our purely national defense 
than could be cut out of the bel 

In other words, I believe that cutting this bill will not in the long 
run involve a saving, but will involve additional cost. 

I believe that the defense value that the United States gets, for 
example, out of divisions of other countries, which cost far less to 
maintain thar do United States divisions, which are already located 
perhaps in a more strategic position to deter aggression than would 
our forces if they were kept here at home, that to round that out with 
some additional end items and military equipment from the United 
States is the cheapest way in which we can get defense. 

If we do not do it that way, we will have to do it in a more expensive 
way. That is, broadly speaking, my view. 

Now, I do not want to say—in fact I said yesterday that there are 
possibly some items here which the future events may indicate can be 
somewhat cut. There could be developments, some good, which would 
make it unnecessary to spend some of this money. There could be de- 
velopments of a bad character. 

For example, I do not think this is going to happen, but I give it as 
an example. 

If Indochina, for example, would be irretrievably lost, there would 
be no need for this money to be spent in Indochina. We do not plan 
on such a contingency. There could be a good development. There 
could be a collapse of the aggression in Indochina which would make 
it unnecessary to spend the money that is now required. 

We have made the most painstaking study. 
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If you could have sat in on the many, many talks and discussions 
that we have had in Cabinets, and meetings of the National Security 
Council, where the domestic and fiscal point of view had been very 
ably represented by the Secretary of the Treasury, Mr. Humphrey, 
and the Budget Director, Mr. Dodge, you would see that every item in 
here has been gone over very thor oughly. 

While it is not possible to say with absolute certainty that every 
dollar is required because events may alter the requirements, neverthe- 
less I think you can be satisfied the it we have used the very best judg- 
ment we could to cut this down to the limit which we censider to be 
the national safety. 

Chairman CurrerrreLp. Mrs. Bolton—— 

Mrs. Bouron. Thank you, Mr. Chairman. 

Mr. Secretary, we are always glad to have you before us and we 
appreciate this opportunity before you go off on your trip to the Near 
East, India, and Pakistan, as you are doing. 

We are glad to see that you feel a need to see for yourself the men 
in authority in those areas. Certainly, the Near East cannot be sepa- 
rated from the rest of the world problem in any way. Anything we 
can do to further the well-being of those areas, and to bring them into 
¢ — *r touch with us is well worth doing. 

I do not have very much to question you about today because as the 
bill is set up, the various questions we may have relative to the Near 
East will need detailed information. I hope that whoever comes 
before the committee for this questioning will be very well prepared 
to give us the breakdowns and the important knowledge we must have 
in order to deal intelligently with the problems we must face in our 
study of the bill. 

Secretary Duries. I shall certainly do so, Mrs. Bolton. 

Chairman CHrprrrieLp. Mr. Battle—— 

Mr. Barrtx. Thank you, Mr. Chairman. 

In the past few years it has pretty much been our policy to move 
from one crisis to another, to try through legislation to help Euro- 
peans and our friends elsewhere to get on their feet, so that they can 
walk off on their own, and so that they can defend themselves. 

We were under the impression that we were going to work out from 
under this tremendous foreign-aid program and the terrific load that 
we have been carrying. 

As I understand it, we now have a change in the policy which antici- 
pates planning over a 10- to 20-year period. 

I was wondering if that is correct and if it is, how far have we gone 
in commiting ourselves to this new policy in NATO, and with our 
other friends ? 

Secretary Duties. The only commitment made, and that was made 
subject to congressional action, was the 3-year commitment about 
infrastructure to which Congress Vorys addressed himself. 

There is no 10-year plan or 5-year plan. 

What we have tried to do, particularly in relation to NATO, where 
that has been carefully studied, is to get the effort on to a level where 
we believe it can be sustained for what may be a fairly long period. 

The type of effort that was being made was a type of effort which 
had brought the European countries and perhaps even ourselves, very 
close toa point of economic and financial exhaustion and we were told 
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by them very frankly, that they could not sustain that type of effort 
without largely increased help from the United States. 

We believe, and this belief is nothing new, it is a belief which 
President Eisenhower when he was General Eisenhower, in command 
of NATO forces, frequently expressed: We believe that it is not pos- 
sible to predict with sufficient certainty any particular year of maxi- 
mum danger so that we are justified in making an oe 
exhausting effort to obtain maximum strength in that particular yee 
if the consequence of making that effort is that our ability to lain: 
tain strength during the next year and the year after that, and the 
year after that, will be impaired. 

I have often used the example of a person running a race who is 
told at the beginning of the race that it is a 100 yard race and when 
he gets to the tape of 100 yards, he is told, “Well, I am sorry, but now 
you have to run for a quarter mile.” 

Then he just barely makes the quarter mile, and then he is told, 
“There is a mile race,” and then he falls exhausted. 

We do not want that tohappen. That is the thinking that there was 
a danger of happening. 

It is always difficult to turn these things around. They cannot be 
turned around instantly and it is necessary to avoid a shock; it is also 
necessary to avoid a disintegration of effort. 

There was great danger that our effort would be inter preted as in- 
dicating that we felt that there was no longer a really serious danger 
from Russia, and that the result would be that the governments of 
NATO would say, “Well, if that’s the case, we might as well quit the 
whole business.” 

Of course, we do not think that the danger from Russia has di- 
minished at all. On the contrary, our view is that it is a continuing 
danger and we must operate to meet it on that basis. 

So that we changed the approach, the perspective, and nature of the 
effort in a way which I believe, makes the NATO structure much more 
sound than it has ever been before. 

However, it would not be correct to say that we have adopted a 5- 
year or 10-year plan or made any commitments for 5 or 10 years. 
We did not do so. 

We changed the type of effort to a kind which we think will be within 
the economic capabilities of the governments to sustain for a con- 
siderable period of time. 

Mr. Barrie. You see no possibility of our working out from under 
this foreign-assistance load in the next few years? 

Secretary Durues. I see the possibility and indeed the probability 
of a considerable reduction in the contribution that we are going to 
have to make. 

Now, there is already a reduction coming which is fairly substantia] 
in terms of what has been called straight economic aid. That is being 
cut rather substantially and the doctrine which we preached to our 
friends over there was that from now on, subject to a brief transition 
period which is reflected here—from now on, we do not believe that 
we should have to sustain the economies and the budgets of these 
countries by these outright grants of aid, and that we would limit 
what we did to specific things which we could earmark and identify 
and show to the Congress and the American people as being justi- 
fiably in the interest of the United States. 
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Now, as the new development of the offshore procurement and efforts 
of that sort build up airplane industries and ammunition plants and 
things of that sort in Europe, then more and more we will be able 
to cut down, in my opinion, what we have to contribute from this 
country in terms of such items, such independent items, airplanes and 
so forth. 

A number of contracts have been placed and are being placed, which 
[ think, will move Europe steadily toward being a more self-contained 
and self-sustaining force in these matters. 

These things do not happen overnight. 

Chairman Cureerrmtp. Mr, Smith- 

Mr. Smrru. Mr. Dulles, as we approach these problems each year, 
we are told that this is a critical year. 

Now, notwithstanding the billions of dollars that we have pet 
around the world and especially in Europe, is it not acknowledged 
that the great problem in Europe today is still the dollar shortage, 
and is there not the same dollar problem and the dollar gap as it 
existed when the Marshall plan started 5 years ago? 

Secretary Duties. There is still, today, a gap of about $3 billion 
between the exports and imports of the United States. 

[ do not recall how that breaks down in terms of Europe, but sub- 
stantially it is in our relations with Europe. 

Mr. Smrru. Notwithstanding the great increase in productivity, we 
still have certain basic problems that affect the whole economy in 
Europe, today, such as convertibility and so forth? 

I am just wondering how does this program as now suggested in the 
bill before us overcome those problems ? 

Secretary Dutues. I do not think that it does, Congressman. I be- 
lieve, myself, that the only fundamental solution to the problem, as 
far as Kurbpe is concerned, lies in greater economic, military and 
monetary unity of Europe. That is w here a solution can be found and 
I do not myself see any solution short of that. 

Now you may say, “Why will that be a solution?” 

It will be a solution because in my opinion the produce of the 
different countries of Europe, which constitutes in various countries 
a surplus for that particular country, will be more freely exchanged 
with the other countries. 

Just as in the United States, the surplus of one state is exchanged 
with the surplus of another state. 

If you have greater monetary stability, money, then, will inceas- 
ingly play its role of promoting trade. 

Today, there is an abnormal demand for dollars because dollars 
represent the currency which most of all has extensive purchasing 
power and sustained values. 

Therefore, all over the world, people want to get dollars. 

If they had a good, sound currency of their own which was stable, 
dependable, and which represented sustained buying power over a 
large variety of goods, then I think that a large part “of the so-called 
dollar gap would automatically disappear. 

That, in my opinion, is the fundamental way to solve the problem. 

You are quite right—if I am right—in saying that this particular 
program does not in and of itself solve it. 

Mr. Smrrn. Now then, is not the basic question or problem a political 
one, and for each particular country as such—I do not believe it is our 
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foreign policy to interfere or influence the political situations that 
exist in these various countries. At least it should not be. Yet local 
problems must be solved by local governments, not the United States, 

Now we have a situation that is rather a difficult one in France. 
We have a difficult political situation in Italy, and I think there is a 
difficult political situation in Germany. 

The point I am trying to make is, Is there not something that we as 
a people can do for other people, and not their governments? This 
matter of convertibility and this matter of our own economic situation 
rests primarily with them, and until they come up with some plan 
of their own, there is not much we can do as I see it. 

Now, do you agree with that ? 

Secretary Duties. Yes. 

I would say in qualification that they have come up with a plan. 
You already have in existence the so-called Coal and Steel Community 
the so-called Schuman plan, which is coming into operation. 

It created a single market in steel, on the 1st of May. That is the 
international or supranational, if you want to call it that, body, which 
is, I believe, a very important step in the direction in which we are 
thinking. 

There is active consideration being given to a more broad, vertical 
union of Europe, and there is this EDC project, which originated in 
Europe, where the treaties have been signed by all of the governments, 
but parliamentary ratifications are still awaited. 

I do believe that the leaders of Europe are alert to the dangers that 
vou point out. I believe that the solution is in their own hands. 

I believe that if this present program should collapse, it would re- 
quire a very considerable reconsideration of our own policy there. I 
do believe that we are justified in the light of all that I know, in giv- 
ing them a respite, so to speak, or a further opportunity to hecomplish 
what I am convinced the leaders of Europe all want to accomplish and 
which I hope is on the eve of fulfillment. 

I hoped that we could come before you by this date and say, “Well, 
this great step has been taken.” W. ell that hope has been deferred. 

I do not think the deferment is of such a drastic character that it 
should mean that we are hopeless. 

I myself still have considerable hope that within the next three or 
four months this thing will be realized. 

Mr. Smirn. I think you have been extremely fair, Mr. Secretary, 
in your approach to that problem. 

I think you have a rest period until July, now? 

Secretary Duties. I have attempted to fix no date. I have been 
accused of laying down an ultimatum on this subject, but I never have 
done that. 

Mr. Smrrx. Do you think that if some kind of an ultimatum was 
given to them, and they saw that they were right up to the gun, that 
some of these things would happen ? 

Secretary Duties. I will remind you that at the present time you 
are dealing, not with governments, but with parliaments, and you 
vourselves can judge better than I whether parliaments are best in- 
fluenced by that type of action. 

Mr. Smrru. Yes, and parliaments represent people as does the Con- 
gress, Thatisall. Thank you, Mr. Chairman. 
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Chairman Cutrerrietp. Mr. Carnahan—— 
Mr. CARNAHAN. Mr. Secretary, it is good to see you again and hear 
vour answers with respect to this particular program. 
* [too want to express my appreciation for your well thought through 
d balanced program which you and your associates presented to us 
vesterday. 
' In your basic principles in your statement yesterday, I would like 
to read again, in order to emphasize, two of them, which I think nat 
rally go together. [Reading:] 
First, our country is confronted by a very grave threat. There is not yet any 


evidence that this threat has diminished, or will diminish within the forseeable 
future. 


(nd then your fifth point: 


Our mutual security planning must be, and is, long-range. We cannot afford 

» exhaust ourselves by spasmodic programs designed to meet ever-recurring 
emergencies. We cannot operate on a day-to-day, hand-to-mouth basis. In 
stead, we must think in terms of policies and programs that we can afford to live 
with for what may be a long period of years. 

| would like to add this comment and then I have two questions, 
sir. 

With the agreement between the former administration and the 
present administration regarding our foreign policy and our foreign 
aid program as shown by these and other statements, our people should 
be brought squarely face to face with the realities of the threat to the 
free world. 

Now, this question you have answered before, but I would like to 
put it anyway. 

Do you feel that the $5.8 billion figure presented is the low figure 
consistent with free world safety and with our own best interests ? 

Secretary Dues. Yes, sir. 

Mr. Carnanan. Are you prepared to give to the committee the 
total spending figure for the fiscal year 1954? 

Of course we are appropriating an amount of money in this authori- 
zation and appropriation, but we all understand, and you have said, 
that the money will not be spent in the current year, but will be spent 
in the next few years. You do not need to give this figure at the 
present time. 

If you will prepare this statement and give it to the committee—— 

Secretary Duties. 1 would prefer to have Mr. Stassen answer that 
question. 

Mr. Carnanan. That will be all right. 

Secretary Duties. He has closer track than I have of the rate of 
expenditure. You have this stuff flowing out through the pipeline, 
so to speak, and it is quite complicated to know when it is coming 
through and will have to be paid for. 

Mr. Carnanan. I did not intend for you to answer it this morning. 
I just wanted to know if you were prepared to present the figure. 

Secretary Duties. We are so prepared. 

Mr. CarnanHan. That is all. 

Chairman Currerrietp. Mr. Merrow—— 

Mr. Merrow. Mr. Secretary, we are glad to have you with us again, 
and I want to compliment you on the fine statement that you made 
to the committees yesterday. 

88064—53——-12 





172 MUTUAL SECURITY ACT EXTENSION 


I would like to refer for a moment to this matter of European in- 
tegration and unification that you have already discussed. 

Do you feel that in view of the Soviet danger which you have em- 
phasized this morning, that there is a genuine determination on the 
part of the European ¢ ountries to put forth every effort to bring about 
this unification in the economic field, the military field, and the politi- 
cal field, at an early date? 

Secretary Dues. I believe that that is the preponderant view in 
all of the countries of Europe. 

If I could just go over them one by one, the principal countries, 
starting in the south with Italy, Mr. de Gasperi is absolutely dedicated 
to the conception of European unity. He had hoped very much to 
get action by his Parliament before the elections which come the lst 
of June. 

However, as there was a Communist filibuster on an election bill 
which tied them up, week after week after week; finally he had to 
conclude that all he could do was adjourn, but he has absolutely as- 
sured me that that would be the first order of business as soon as their 
Parliament reconvenes, and if, as I hope and believe, Mr. de Gasperi 
returns to power, I think that can be very reliably counted upon. 

In the case of Germany, certainly Mr. Adenauer is a dedicated Euro- 
pean. He had confidently and hopefully expected to have the rat:- 
fication of both of his houses by this time. He did obtain it in onc 
house and unexpectedly the other house postponed consideration— 
that is the house representing the states—did not reject it, but on the 
other hand they did not approve it. 

They wanted to wait to get a court opinion. 

That is a situation that is full of domestic politics. There is an 
election pending in Germany and some of the political parties in 
Germany are trying to make political capital out of this situation. 

In France, the government of Mr. Mayer and Mr. Bidault is doing 
all that it can. 

There is a difficult parliamentary situation in France. About 25 
percent of the group is Communist and another large percentage i 18 
De Gaullist, which believes in a purely national approach to these 
problems. 

It is difficult to get the requisite majority in the senate. 

There again, it is full of politics, resulting from the many divisions 
that there are. 

The program is moving in an orderly way toward ratification, as 
far as I can judge in the Netherlands and in Belgium and in Luxem- 
bourg. 

I am the last person in the world to feel that I can forecast with 
confidence what the parliamentary action will be, particularly in for- 
eign parliaments, but I do say I have considerable hope in the situation. 

Mr. Merrow. In view of what you have said, it might be fair to state 
that some substantial and accelerated progress toward these goals is 
being made. 

Secretary Duties. Yes. 

Mr. Merrow. I want to compliment } you on your views with regard 
to the necessity of unification and integration. It seems that recently 
progress in that direction has been made. You have expressed the 
hope very well here this morning that there will be much greater 
progress in the future. 
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In the event that something happens that this progress is not : 
great as we anticipate and hope for, do you feel that the aid ein 
should be reviewed in the light of developments ? 

Secretary Dunes. You can be certain that it will be reviewed from 
the administrative standpoint, and that when we come to the next 
meeting of the NATO Council, which will be held next fall, probably 
about October, that that situation will be very much in our minds. 

Mr. Merrow. Thank you, Mr, Secretary. 

Chairman Cutrerriep. Mr. Zablocki—— 

Mr. Zasiooxi. Mr. Secretary, I want to join my colleagues in ex- 
pressing appreciation for your fine statement, which appei ured to me to 
be Republican implementation of past administration policies and 
programs. 

First, your statement on page 3, the fifth point: 


Our mutual-security planning must be and is a long-range program. 


Our European friends in the past usually complained that the 
United States leadership is limited by the fact that we do not have 
a steady long-range policy or did not appear to have a long-range 
policy. If I interpret Secretary Humphrey’s statement correctly, 
there has been a change in the policy that has been followed in the 
past few years in terms s of snbeniianand for defense—will become short 
range and even less steady. ‘There is no question but what the past 

administration had a long-range program, Secretary Humphrey 
stated the change would be evident in the expenditures for fiscal 1954, 
when he says, “These expenditures will largely come from the over- 
hang,” which he claims to be $81 billion of outstanding obligations 
and authorizations. 

Mr. Secretary, I wonder if you want to comment on whether there 
is a difference in approach and intent between your statement and 
that of Secretary Humphrey ¢ 

Secretary Dutuxs. I can assure you there has been none whatever. 
This program has been worked out to a result that is completely ac- 
ceptable to the Secretary of the Treasury, as well as other Cabinet 
officers, including myself. 

[ believe that what Secretary Humphrey means by those words you 
have quoted is that we are trying to get ourselves financially on to such 
a basis that we can sustain the program. 

He feels very strongly that what he calls an “overhang,” I think, of 
these huge proportions, which involves expenditures—not necessarily 
appropriations—it is a result of past appropriations, but the appro- 
priations have been made, the contracts have been let, and then the 
time comes when they have to be paid for and, at sometime or another, 
$81 billion will have to be used and that takes cash out of the till. 

He believes that it is very important, as I do, to so order our finances, 
that putting that money into circulation will not involve an infla- 
tionary spiral which will very largely in turn increase the cost of 
what we are doing currently, and that is very important to maintain 
a program which in essence cannot properly be measured 1 in terms of 
what the dollars buy, that we have a stable currency, and that the 
stability of the currency will be in danger unless we keep, not merely 
appropriations but actual expenditures i in line with the actual budg- 
etary receipts. 
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Mr. Zastockt. Is he then referring to a year-to-year basis on defens: 
expenditures ? 

Secretary Duties. I am not quite sure I understand. The expendi- 
ture of $81 billion that he refers to are commitments that have to be 
paid for over a period of the next 2, 3, or 4 years. 

Mr. Zastockt. Mr. Secretary Humphrey says that the bulk of the 
1954 program will largely come from that “overhang.” The “over 
hang” will not be there if we are going to cut down our appropriations 
and h: ave expenditures in 1954 from that $81 billion overhang. 

Secretary Duttes. You have expenditures which will gradually be 
going down, which represent this overhang, unless those expenditures 
are again augmented by new appropriations. And he believes that 
the new appropriation can be gradually cut down and the expenditures 
already committed can be paid off, so that we finally level out on a 
basis which will permit the budget to be balanced and the currency, 
to be stabilized. 

Perhaps I am not answering you, but I am doing my best. 

Mr. Zanvockt. I will inquire further on this matter when we meei 
with Secretary Humphrey. 

In your seventh point, Mr. Secretary, you say: 

This program is designed to give maximum value for the money spent. The 
burden of this program is too great for us to finance boondogglers. 

Do you imply there must be economic conditions and, if so, what 
conditions are you implying? 

Secretary Duties. Do you mean the reference to boondogglers ? 

Mr. ZaBLocki. Yes; and getting the maximum value. Are you 
implying that we must have conditions on our future assistance aid 
in order to get maximum value? 

Secretary Duties. What I mean there is the type of thing which I 
referred to before, when I said that I believe that our expenditures 
should be represented by concrete projects which we must bring here 
to Congress and to the American people and demonstrate to be in 
the value of the United States. 

Now, a good deal of money has been spent, I think, in waste which 
does not meet that test. 

A great deal of money I think has been spent, for example, by the 
Information Services of the State Department, or under its auspices, 
which I doubt very much meets the tests laid down here. 

Mr. Zastocki. Do you mean boondoggling on our part or on the 
part of our allies? 

Secretary Duties. If we pay the bill, it does not make much differ- 
ence which it is. 

Mr. Zastockt. Do you think we should have some economic condi- 
tions on our assistance ? 

Secretary Duties. Well, I think, for example—take the question of 
the economic aid to Britain. I think it is more clearly in the interests 
of the United States if we contract to buy certain types of planes, like 
these Hunter-Hawkers that Mr. Stassen referred to yesterday, so that 
we know that for our money we are going to get a certain type of plane 
which is approved by the Army and the Air Force as being something 
that was needed for our defense or the defense of Europe, ‘rather than 
just to put money into the British budget. 
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[ do not mean to say that is an example of boondoggling. There are 
rs r examples which I think would represent a good deal of boon- 
doggling in the past which we want to get away from, but we do want 
to spend our money on projects which as far as possible we can bring 
down to something specific, and definitely show to be in the interest of 
the United States. 

Chairman Currerrirevp. Mr. Fulton—— 

Mr. Fuxron. I have just come back from Europe, and want to say 
that so far, Mr. Secretary, the administration policies are being very 
well received by the aver age person in Europe, in every country. It is 
very encouraging to find ‘the quick grasping of the new administra- 
tion’s policies by the citizens of Europe and their acceptance of our 
aims and goals. 

Secretary Duties. I am very glad to hear that report. 

Mr. Futron. How can we Congressmen justify voting for this bill 
for foreign aid, when it has economic aid in it, for example, to Britain, 
when Britain is reducing her income taxes by 4 to 10 percent and we 
annot reduce the taxes for our people here? 

Secretary Dutues. I do not want to dispute you, because I know how 
accurate you are, but I do not think this reduction in taxes is anything 
like a 10-percent overall reduction in taxes. There is a reduction in 
certain brackets. 

Mr. Furron. In income tax there is some reduction. 

Unless we have a tax reduction here, how can we Congressmen vote 
to have assistance for Britain, when they can afford tax reduction in 

their budget and we cannot ? 

For example, Canada also has reduced taxes and she is a part of the 
British Empire. 

Secretary Duties. The tax reduction which was made in Britain 
was, I believe—and I have discussed this with Mr. Butler, the Chan- 
ellor of the Exchequer—not a measure taken to indicate increased 
prosperity in Britain, but a measure which, it was hoped, would im- 
prove economic conditions. 

In other words, this was not, as you might say, a dessert, but it was 
medicine. 

One of the great difficulties in Britain has been the lack of incentive 

1 the part of many people to work. The coal miners and people » of 
that sort have been indisposed to work overtime for extra pay, be- 
ause of the fact that there was actually subtracted from their payroll 
such a large amount that they did not think it was worthwhile. There 
has been a decline in the productivity of British labor, largely because, 
the present Government believes, the type of taxation was such as to 
lestroy incentive. 

The hope is that this will improve economic conditions through 
‘reating greater incentive and greater productivity. 

Therefore, as I say, I do not think it would be fair to interpret that 
tax cut as indicating that the people in England have achieved a 
plateau of economic welfare which enables them to cut taxes in rec og- 
nition of the present situation, but it is a hope of changing the taxation 
system in a way which will produce greater productivity. 

Mr. Fuuron. When Chancellor Adenauer was here from Ger many, 
on behalf of the German Government, he had recognized our plight in 
Korea, and offered a hospital unit. That was very well received from 
the American people, we all know. 
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How does the administration feel about that offer on Germany’s 
part, the volunteering of a hospital unit to assist us in Korea? Could 
you comment on that? And how was it received here? I think the 
German people would like to hear that. 

Secretary Der. LES. We welcomed that suggestion very much. 

Mr. Futron. Was it well received by the American ‘people ? 

Secretary Duties. Yes, sir. 

Mr. Futon. Now, there are several groups in Congress who ar 
interested in the passage of a high and restrictive protective tariff. 

What effect on this bill would the passage of such a high tariff bill 
at this time have, and also what effect would that have on the security 
of the United States? 

Secretary Duties. In my opinion, a reduction of foreign aid, eco 
nomic aid, which is to a very considerable extent contemplated by th 
bill, and for which more is forecast for the future, coupled at the sam 
time with a sharp rise in taxes, would have an extremely disturbing 
effect. 

Mr. Futon. A raise of tariffs? 

Secretary Duties. A raise of tariff. Did I say taxes? Excuse me 
I meant tariffs. 

Mr. Fuuron. It would have what effect, specifically ? 

Secretary Duties. It would have a very disturbing effect and would 
go, in my opinion, very far to undo what we are trying to do by this 
bill and by succeeding bills in the way of creating a strong, unified 
force in Europe for their protection and for our protection. 

Mr. Fuuron. Would you go so far as to say that it would not onl) 
have an effect in decreasing the value of this bill, but would also hav: 
severe effect on the security of the United States at this time, in re 
pairing the defenses at home and abroad ? 

Secretary Duties. I would, indeed. 

I testified to that effect before the Ways and Means Committee 
where I testified that there should be a sort of standstill upon the 
tariff legislation so that the whole bill could be studied in relation t: 
this project, among others. 

Mr. Futon. Would you comment briefly on the turn of events in 
the last 24 hours on the State of Laos in Indochina ? 

What effect does that have on the security of the United States and 
the peace of the world? Is this situation more than just a French 
colonial problem at this point? Does it affect us seriously ? 

Secretary Dutxes. It is far more than a French colonial problem. 
and I believe it very vitally affects us. 

If I may just elaborate on that for a moment: The attack upon Laos 
does not purport even to be a revolutionary movement. It is 
straight military agression from Vietnam, by Vietminh forces, who 
had previously been largely trained and equipped in Communist 
China. They pretended while in Vietnam to be revolutionaries but, 
when they move over into an aggression against Laos, they scarcely 
pretend that anymore. In fact, they cannot. They have no Laos ele- 
ments in them at all. 

Then they are moving also to the west, toward the border of Thai- 
land. 

I had a meeting yesterday with the Ambassador of Thailand. Their 
Government is gravely concerned about the situation. 
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If the aggression should carry on against Thailand and be success- 
ful there, then the position of Burma would be extremely acute. Fur- 
thermore, the position of Indonesia would be shaken. 

Now, let us think about that in terms of Japan, which means a 
great deal in the way of potential strength of the free world in that 
area. 

Japan has always been a principal goal of Soviet communism. I 
have often quoted a statement of Stalin’s, when he said some years 
ago that “With Japan, we would be invincible.” 

Japan and Germany have been the two great goals. They are the 
two industrial powers in the East and the West which, if added to the 
industrial power of the Soviet Union itself, would make it extremely 
owerful and an extremely dangerous antagonist. 

Now, the future of Japan at the present time is thrown in with the 
lot of the United States. They are good and I believe dependable 
allies. But their economic position is extremely difficult. Because 
they are cooperating with our policies and believe in them, they are 
virtually renouncing all trade with the Communist mainland, which 
is under the domination of the Soviet and the Chinese Communists. 

They had hoped and expected to be able to develop trade relations 
with southeast Asia. That represented the so-called rice bow! of that 
area. It is a source of iron ore, tin, and cil, commodities which the 
Japanese very much need. 

[f that area should go under, then the position of Japan would be 
extremely precarious and we might be faced with the alternative of 
having Japanese trade with the Communist mainland, which could 
be very disadvantageous, or we might have to spend a great deal of 
money to assist in maintaining the sort of economic livelihood for 
Japan across the Pacific, that we must have. 

That indicates the interconnection of all these things. 

The total additional costs which would be required to take care of 
the security of the United States, if that area goes, would be very great. 
It would, I am afraid, knock a good sized hole through our present 
budget planning. 

Mr. Fuuron. Thank you very much. 

Chairman Currerrietp. Mr. Burleson—— 

Mr. Burteson. Thank you, Mr. Chairman. 

Mr. Secretary, it is realized that the subject of colonialism around 
the world involves great and very sensitive issues. 

I am assuming that colonialism practiced on the part of our friends 
and allies is perhaps one of our greatest difficulties in meeting the prob- 
lems which we have in the various areas of the world, as related to 
Communist aggression and communism. 

It may not be proper at all for you to comment upon the question. 
If you do not care to do so, I shall understand, of course. 

My question is, Mr. Secretary: Do we have now, or will we have in 
the foreseeable future, an announced general policy with reference 
to our friends and allies regarding colonialism ? 

Secretary Duties. You have put your finger on a very difficult 
problem, Congressman. It is not a problem which I think lends itself 
to a simple or overall solution. There are different situations in 
different parts of the world, depending largely upon the degree to 
which the indigenous peoples have actually advanced toward self 
government. 
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The difficulty today comes from the fact that not only are the 
colonial powers not always enthusiastic about self-government, but 
also the wave of nationalism, which has been somewhat artificially 
spread by Soviet communism as a weapon, has brought demands fo: 
self-government from people who perhaps are not yet ready to exercise 
it. 

The problem of striking a balance there in different countries is a 
extremely difficult one. One of the problems which we will face 
the area to which I am going on Saturday, the Middle East, Africa, 
and North Africa, that is an area where relations are greatly disturbed 
by colonialism, or the aftermath of colonialism. I hope to come back 
with a better idea as to how to solve that problem than I now have. 

Mr. Burieson. It would be most difficult, of course, to have an 
announced policy as applying to our particular friends in a particular 
area. 

In other words, as I understand you, when and if we do reach what 
might be called a general policy, it may amount to each tub sitting 
upon its own bottom ; is that correct ? 

Secretary Dutixs. Yes, sir. 

Mr. Buruxeson. I am correct in assuming that this is one of the 
greatest difficulties you face in dealing with our friends in these 
areas ¢ 

Secretary Duties. Yes. 

Mr. Burieson. Thank you, sir. 

Thank you, Mr. Chairman. 

Chairman Cuuprrrretp. Mr. Javits 

Mr. Javirs. Mr. Secretary, is it fair to say that the administration 
policy with respect to foreign aid is not incorporated alone in this 
bill, but also includes the extension of the Reciprocal Trade Agree 
ments Act for 1 year without amendment? 

Secretary Duties. Yes. 

Mr. Javits. In other words, you are giving us a package. 

Secretary Duties. That is correct. 

Mr. Javirs. Is there anything else in that package, Mr. Secretary? 
Is there any other legislation before the Congress that ought to be 
passed to complete our foreign-policy package insofar as the Congress 
is concerned ¢ 

Secretary Duties. Of course, our own military defense appropria- 
tions are all a part of the same package. I do not know whether you 
are referring to the domestic situation and the appropriations for our 
own Army and Navy and Air Force, but that is part of the package, 
of course. 

Mr. Javirs. It only emphasizes what I was coming to, that what 
the reciprocal trade agreements legislation is designed to preserve 1s 
our position in the free world. 

Can you tell us how you feel about that? 

Secretary Duttrs. We are working out a somewhat different pro- 
gram for NATO which I have described. A program which is de- 
signed to keep NATO strong and at the same time have it within 
the sustained economic capabilities of the member countries. 

Our present programs are those which we believe that the European 
economies can bear. 

That assumes that they can and will enjoy substantially the same 
economic opportunities in the world that they now have. 
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If we cut substantially their economic opportunities in the world, 
then we would probably have to scale down what. we could expect from 
them as a contribution to NATO. 

In other words, if I may make my point clear, our contribution 
to NATO is part of a balanced program to which the others will 
contribute. 

As I said in my statement yesterday, over the life of NATO they 
have contributed about $30 billion and we have contributed about $10 
billion. 

We have a program for the future which involves a balanced con- 
tribution. Their projected contribution assumes economic health, 
which in turn assumes substantially the same economic opportunities 
they now have. 

If our actions cut down appreciably their economic opportunities, 
then we would have to scale down their contribution to NATO, prob- 
ably our contribution to NATO, but that would not involve a saving 
because then in my opinion, and in the opinion of the President and 
the military advisers, we would then have to appropriate even more 
out of our own budget to make good the lack of contribution which 
our European allies make to the common military establishment. 

Mr. Javits. So that the real hope of making the “Trade, Not Aid” 
slogan work, is to legislate the package and not alone this foreign- 
aid bill, including therefore, reciprocal trade extension ? 

Secretary Duties. The two things are, I believe, inseparable. 

Mr. Javrrs. Now, Mr. Secretary, we talked about the Far East here 
aminute ago. Isit not a fact that this has become an international war 
in the Far East and, as you reported, that is what the Thai Ambassador 
in effect told you? 

Secretary Dutxs. Yes. 

Mr. Javirs. Why are we sitting by without appealing to the United 
Nations, which we could do through the General Assembly without 
danger of veto, as we did when there was an international aggression 
in Korea? Why are we taking a different tack here than we took 
in Korea ? 

Secretary Duties. In Korea the United States had perhaps a 
ereater responsibility for it initially than it has in the case of Indo- 
china. 

We had been the nation which had had, and to some extent still had, 
forces in South Korea and we had extensive forces in nearby Japan. 

That was in a peculiar sense an area of our responsibility. 

In the case of the situation in Indochina, there are the Associated 
States, Thailand, and France that are more directly involved 

I may say that we are in conversation with all of those countries 
with reference to possible United Nations action. 

Mr. Javits. Well, Mr. Secretary, I would say this, that considering 
the danger as you have emphasized the danger, I would say that we in 
the Congress would certainly hope that the United States would not 
let time go down the drain, before at least marshaling the world to this 
aggression which you have so accurately described. 

I can see no difference between the aggression here and the aggres- 
sion in Korea. We would not be protecting ourselves alone, but the 
whole free world against international aggression. 
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I wanted to point out, Mr. Secretary, that there is a new concept iy, 
the bill with respect to the Near East in which I gather the whole are 
is to be treated locally and in which military aid is contemplated but 
with precautions against aggression. 

Will you be good enough to tell us whether that is a new concept and 
give us the concept as far as the administration is concerned ? 

Secretary Duties. I am sorry, but I did not hear the first part of 
your question. 

Mr. Javits. I gather there is a new concept in this bill about the 
Near East, and that that is underlined by the area character of the 
request for appropriation, plus military aid looking toward the Mid- 
dle East command, and including protection against any nation get- 
ting military aid to use it for aggressive purposes. 

Could you underline that by giving us the concept of policy whicli 
was back of it? 

Secretary Duties. We believe that that area can best be treated as 
a whole and that it is not very realistic to think of building a defense 
within that area against possible Soviet aggression, let us say, as long 
as the area is torn by conflict and indeed a technical state of war within 
itself. 

We hope that with the discretion which would be allowed us if this 
legislation is passed in the form proposed, to initiate a program for 
the entire area which would include among other things the prospect 
of a peace between Israel and the Arab States, and that that would 
provide a foundation upon which a more dependable defense struc- 
ture could be erected than under present conditions. 

We do ask for a negotiating power in that area, with the under- 
standing that the purpose will be to bring about the result to which I 
alluded. 

Mr. Javrrs. Thank you, Mr. Secretary. 

Thank you, Mr. Chairman. 

Chairman Curireerrrecp. Mrs. Kelly 

Mrs. Ketuy. You predicted yesterday that there were forces within 
the United States which would endeavor to return the United States to 
isolationism. 

Secretary Duties. I do not think I quite used that phrase. 

Mrs. Ketty. Do you want me to read it? 

Secretary Duties. Yes. 

Mrs. Kewy (reading) : 

At this juncture there are many forces at work within the United States which 
would result in a further abdication of leadership. There are those who would 
sharply raise our tariff and those who would sharply cut foreign aid. There 
are those who would seek to impose upon our friends and allies additional 
restrictions upon their trade with the Communist world even in terms of non 
strategic articles. There are those who would sharply cut the military contri- 
butions of the United States to NATO and other alliances. 


If these things happen, then the United States will be isolated and in the 
greatest danger of its entire history. 


My question is: What aggressive and positive steps will the admin- 
istration take to prevent these groups from placing the United States 
in this grave danger? 

Secretary Du.ies. What I said and what I very strongly believe is, 
if we attempt all at one time to cut foreign aid, to raise tariffs, to 
restrict the trade of our allies and cut down our military contribution 
to NATO, that the combined effect of all of those things happening at 
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once would have a very serious effect and would very likely lead to a 
breakdown of our present and harmonious allied relationship with 
many of these countries and leave us to a considerable degree isolated 
from the world. 

You asked what the administration is doing. 

Well, one thing it is doing, it is asking the Congress not at this time 
to cut tariffs but to establish a commission to study the question of 
tariffs in relation to the other items of the so-called package. 

We are making some cut in foreign aid, but we are replacing to a 
very considerable extent the cuts in foreign aid by offshore procure 
ment programs and the like which do give some compensatory as- 
sistance to our allies while at the same time giving us something which 

ve ourselves need to put into the common defense. 

We are not pressing at this time for a curtailment of East-West 
trade in Europe which, while at a low level—well, it is a fairly sub- 
stantial level, about $800 million a year—we believe that that trade 
under proper conditions can be an instrumentality which is to our 
advantage rather than to our disadvantage because it can show to 
the captive world the far greater advantages of our free society in 
terms of better economic well- being. 

In other words, if properly han< lied, that can be an instrument to 
serve our purpose, rather than the contrary. 

That, of course, did not apply to the conditions in China where you 
have a different situation, where China is a declared aggressor. 

We are not proposing to cut sharply the military contributions of 
the United States to NATO, but to put those contributions on to a 
basis which correlated with that of others, will mean a continuing 
strength. 

We have talked these things over with our NATO allies and we 
believe that if the program which I outline is carried out, that it will 
not only avoid what I refer to as the isolation of the United States, 
but make our ties that bind us even more dependable than before. 

Mrs. Ketiy. Mr. Secretary, in other words, you fear that your 
party will not support your President’ $s program ¢ 

Secretary Duties. No, ma’am. 

Mrs. Kextx. The Democratic administration has initiated and spon- 
sored these programs before, so it must be directed at those members 
of your party. 

Secretary Duties. As I said earlier in reply to Mr. Richards, we 
want, we hope for, we expect to get, a bipartisan support for our 
program. 

Mrs. Keiiy. I hope you do, Mr. Secretary. 

I have one more question, Mr. Chairman. 

Is this new approach which you have just explained to us in any 
way due to the momentum generated by the past program ¢ 

Secretary Dutxes. It is very difficult to hear. 

Mrs. Kretiy. The new approach which decreased foreign aid, is 
that due in any way to the momentum generated by past progr ams? I 
mean the fact that past appropriations have augmented war materiel 
coming off the production lines this year to such a degree that you can 
afford this cut-back and stretch out. 

Secretary Duties. No; I would not say that. 
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Of course, it is quite true that the need for additional appropria- 
tions has got to be balanced with and take into account the goods 
which are already contracted for and which are coming off the assem. 
bly line and are going to be paid for in the future. 

In other words, it is part of this $81 billion overhang, I think, that 
Secretary Humphrey spoke about. 

Chairman Curprerrreip. Mr. Judd—— 

Mr. Jupp. Mr. Secretary, do you agree that the first objective of our 
Nation’s foreign policy is to give us security and peace? 

Secretary Dv LLES. Security and a just peace. 

Mr. Jupp. I gladly accept the correction. 

You also agree that the United States is not going to start a world 
war; do you not? 

Secretary Duties. I am very confident we shall not. 

Mr. Jupp. And do you agree that the Soviets will not start a w 
war unless they think they can win? 

Secretary Duties. I think probably not. Occasionally wars have 
been started as a result of internal conditions that enable certain 
groups within a country to get ascendency over others. Occasio1 
ally wars and an aggressive foreign policy are sometimes the result 
of internal conditions that are entered into without any close cal- 
culation of the result, but I do not think the Communists operate that 
way. I think they calculate these things pretty carefully and I doubt 
that they would provoke a general war consciously, unless they thought 
they could win it. 

Mr. Jupp. Therefore, the means by which our Government can best 
pursue its primary objective of a just peace and security is by making 
sure that there is not a weakening of the strength of the free world 
or an increase in the strength of the Soviet Union which might lead 
its leaders to think that they could win? 

Secretary Duties. Yes. 

Mr. Jupp. I think that argument or reasoning is unanswerable. 
1 compliment you and your associates for taking the programs that 
have been worked out in the past, the basic ones in the period 1947-48 
when we had’a Democratic administration and a Republican Cor 
gress, and inthe the sound ones together and developing more truly 
a world policy that can prevent, I believe, any further increases in 
strength by the Soviet Union that would tip the balance of power 
even more against our side. 

Thank you. 

Chairman Currerrietp. Mr. Morano—— 

Mr. Morano. Mr. Secretary, did I understand you to say that you 
hope the EDC would eventually be ratified by the parliaments of 
Europe by October 1, or sometime in October / 

Secretary Duties. I did not commit myself to an absolute day, 
but I do hope they will be ratified in the early fall. 

Mr. Morano. Is it not true that the planning and the authoriza 
tion in this bill is predicated on the future ratification by the parlia- 
ments of Europe, in part at least, of that pact ? 

Secretary Duties. Yes. 

Mr. Morano. If that is true, and in the unhappy situation whereby 
one or more of the parliaments of Europe fail to ratify, what alter- 
native plan does this administration have for the security of the 
United States? 
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secretary Duties. I would prefer not to answer that question at 
this session, if you would excuse me. 

Mr. Morano. You will answer it in executive session / 

Secretary Duties. I will be glad to answer it in executive session ; 
yes. 

Mr. Morano. Would the administration care to say now whether or 
not they would be willing to enter into bilateral agreements with coun- 
tries of Europe who did ratify the plan? 

Secretary Duties. Again, I would prefer to not go into the pos- 
sible alternatives to the EDC in this open session. 

Mr. Morano. You said in your statement yesterday, I think, that 
the European Community, or our defense of Europe could not possibly 
succeed as well as we wanted it to unless it had German divisions and 
German air squadrons, perhaps. 

Secretary Dues. | said that in my opinion Europe could not be 
made fully defensible as we hoped, without the contribution of a 
Germany military potential to it. 

Mr. Morano. Are there any other NATO nations which would— 
are there any other nations outside of NATO who could contribute 
to the defense of Europe which would be taken into consideration ? 

Secretary Dues. I do not believe there is any contribution that we 
could expect which would replace the gap at the center which would 
result from non-German participation. 

Now, of course, you speak of other countries. We do have active 
negotiations on at the moment with Spain with reference to some base 
arrangement and military arrangements with Spain. 

Mr. Morano. Are they progressing satisfactorily ? 

Secretary Dries. They have taken a much better turn during the 
last few weeks, so much so that we have asked our Ambassador to 
Madrid, Ambassador Dunn, to come here and he is here now, with 
the latest Spanish proposals. 

Mr. Morano. One more question, Mr. Chairman. 

You are perhaps familiar with the Benton-Moody amendment 
which provides that $100 million of MSA money for 1953 be so spent 
that the counterparts resulting will be used to establish revolving 
funds to be used to promote free private enterprise and free trade 
unions and discourage cartels. You are familiar with that? 

Secretary Dutuxs. I am familiar with it. 

Mr. Morano. While we were in Europe we discovered from the 
appropriate United States procurement officials that this amendment 
was completely unworkable, that they could not even observe the spirit 
of the law, let alone the letter of it. 

Would you object, therefore, to a removal of this provision in the 
enactment of the new bill? 

Secretary Duties. I would prefer to let Mr. Stassen speak to that 
point. [have no clear judgment about it one way or another. 

Mr. Morano. Thank you very much. 

Chairman CHrperrteLp. Mr. Bentley —— 

Mr, Bentiey. Thank you, Mr. Chairman. 

Mr. Secretary, one of the greatest popular criticisms that I have 
heard to the overall program of foreign aid is the feeling that the 
recipients of that aid have not done their fair share in preparing for 
the defense of the free world. 
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Can you tell us to what extent, if any, the program of aid to indi- 
vidual countries has been predicated upon the contribution which those 
individual countries have made to the defense of the free world ! 

Secretary Dutxes. That is a factor which we take very much into 
account. We have schedules—I do not have them with me. Mr. 
Stassen will have them with him, no doubt, where we calculate as 
closely as we can, what is the total percentage of the productive 

capacity of a given country contributed to a defense effort—particu- 
larly to the joint effort. 

I can say by and large, with only very slight variations, the NATO 
countries are making a contribution w hich we believe is to the limit 
of their resources and in some cases a little bit beyond their resources— 
particularly in the case of France, because of the drain of the Indo- 
china war—but that their percentage of contribution is as high as we 
could reasonably expect and is quite comparable to our own. 

Mr. Bentiery. Such criticism to which I have referred, of course, 
popularly speaking, has been largely directed to the failure of any 
substantial contributions in Korea 

Would you care to comment on that? Is there any chance of in- 
creased assistance in Korea, on the part of any recipients of our aid, 
at the present time ? 

Secretary Duties. The problem in the case of most of the countries 
is a financial problem. In some countries, such as in the United King- 
dom and France, they have commitments of other kinds in different 
parts of the world which we recognize as extremely important. 

In the case of most of the members of the United Nations the prob- 
lem is a financial one. 

As you undoubtedly know, when a country sends forces to Korea, 
they have to pay their way and it is a fairly expensive way. That has 
been a very great deterrent to the sending of forces, let us say, from 
South American countries, who feel that they are rather poor. 

Colombia did send a contingent and today we are billing them for 
several millions for the cost of equipping and transporting their troops 
to Korea and maintaining them in Korea. They feel they are pretty 
short of dollars and there is some difficulty with the Colombian Gov- 
ernment and the Parliament about their paying the several millions 
for helping to fight in Korea. 

Now, if we changed our fiscal policy in that respect, that would be 
the easiest way perhaps to get more troops. So far the feeling in 
our Government—particularly in the Defense Department—has been 
that they wanted to keep it on this present basis but that has been a 
deterrent in a good many of these countries. 

Mr. Bentiey. With respect to our programs of economic assistance 
especially in parts of the Near and Middle East, would you say those 
programs are also predicated unon the contributions of the recipients 
to the defense of the free world? I am thinking now of some of the 
backward countries of that area. 

Secretary Duties. You are thinking what? 

Mr. Benriry. Of some of the backward countries of that area who 
are recipients of economic assistance. Are our programs of economic 
assistance predicated upon the contribution of those countries to the 
defense of the free world? Let us take India, for example. 
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Secretary Duties. The problem of India is a very difficult one. 
Your committee, under C ongressman Merrow, went out there and they 
probably have some ideas on that which are as good as or better than 
mine. I hope to go out there myself and possibly come back with 
some better ideas. 

he Indian program to which we would be contributing is primarily 
an economic program designed to increase the agricultural capacity of 
the country through improved waterways, irrigation, and the like, 
and there is no military or political tie-up in that connection. I doubt 
whether that would be practical at the present time. 

Mr. Bentiey. Are the economic grants based upon putting those 
countries in a defensible position against the Communist menace ? 

Secretary Dunes. That is generally the case, but I would say India 
is somewhat of an exception. 

Mr. Benriry. Thank you, Mr. Secretary. 

Mr. Zasiockt. I would like to pursue the statement on boondogyling 
and also the one on the future policy of colonialism. ; 

Secretary Duties. I ahi glad to try to supply that. I would 
isk the committee to be considerate of the fact that I am leav ing on 
Saturday for the Far East, and I have spent almost all of the past 
week at congressional hearings and I have a little homework to do. 

Mr. Zasiock1. Could we then have a statement of particular in- 
stances of boondoggling in our aid program for our files, Mr. Sec- 
retary ¢ 

Secretary Duties. I believe the expenditure of approxims ately $61 
million in Germany for the press and information service in 1952 

san illustration of an expenditure which was quite out of line. 

(The following statement has been submitted for the record: ) 

This program was reduced to about $29,000,000 for 1953, and reduced again 
to about $21,000,000, which Mr. Dodge, after careful review, approved for 1954. 
rhis means that the program is being brought into line. The $61,000,000 figure 
for 1952, of course, is in reference to my belief that the program was out of line 
n the past. 

Chairman Currerriecp. Mr. Crawford will make an announcement 
ibout the committee’s next meeting. 

Mr. Crawrorp. The next meeting of the committee will be at 2: 
o'clock this afternoon. Because of the extremely poor acoustics in 
this room it will not be held here as originally scheduled, but in the 

ommittee’s meeting room in the Capitol, room G-3. 

The meeting will be in executive session with the Director for 
Mutual Security, the Honorable Harold E. Stassen. 

Chairman CxHrrerFieLD. The committee stands adjourned. 

(Whereupon, at 12:10 p. m., the committee adjourned to reconvene 
in executive session at 2:30 p. m., the same day.) 
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AFTERNOON SESSION 


The committee met in exec utive session, pursuant to call, in room 
G-3, United States Capitol, at 3:10 p. m., Hon. Robert B. Chiperfield 
(chairman) presiding. 

Chairman CurprerrieLtp. The committee will come to order. 

Mr. Stassen has indicated that he has no further statement, but he 
would be glad to answer questions. 

Mr. Vorys, do you want to start in? 


STATEMENT OF HON. HAROLD E. STASSEN, DIRECTOR FOR 
MUTUAL SECURITY 


Mr. Vorys. Mr. Stassen, we were interested in your statement of 
yesterday. 

When you were up here informally last week we were told we would 
receive the reports of the evaluation teams and we have not gotten 
them. 

I understood we were to get them by last Friday. I have seen 
three of them and I haven’t seen any more and I haven’t seen any 
overall report. 

How soon are we to get those? 

Mr. Strassen. I believe there are more of them coming up today, 
and my teams will all be in here tomorrow to go over the report and 
to learn about what we have done about the reports; so you ought to 
get them all quite promptly. 

[ think you have, as of last Friday, France, Germany, and Greece. 

Mr. Vorys. By “quite promptly,” what would you have in mind? 

Mr. Srassen. I would think that you ought to have them all by 
Monday. 

Mr. Vorys. Now, as I understand, you have no recommendations 
with reference to the organization or administration of the Mutual 
Security Program involved in this legislation at all, with one possible 
slight exception. Isn’t that correct? 

Mr. Srassen. That is correct. 

Mr. Vorys. On January 31, 1953, I understand that you had a total 
of 52,199—you didn’t, but your agency had 52,199 personnel, and on 
January 31, 1952, you had 46,078. That is about 6,121 more this yea1 

On the other h: and, as I understand it, we have received a \- 
tion that reductions in certain categories added up to 1,046, a 9.4 
percent reduction in certain strength in certain categories, in com- 
pliance with the so-called Ribicoff amendment. So during a period 
which was not identified by the report I have here, 1,046 went off, 
but there was a total gain of 6,121. 

Under the proposals that you have before us here—well, there is 
$36 million, I think, for administration—what do you expect your 
employees to be, say, January 1, 1954? 
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Mr. Srassen. It will be considerably less. I would hesitate to put 
an exact figure on it. 

The situation has been this: The Paris, France, MSA office is noy 
in the process of carrying out an order to come down to less than 
half of its previous size, that is, the size when I took office, in pe: 
sonnel. 

The Special Representative, Europe, office, is in the process of a 
reorganization that will, I feel, bring that down to half the size. 

Nearly every European country mission is on its way down in size, 
but it is not possible right now to say what that total will be because 
it will also be affected by such things as what the Congress decides 
to do in the Benton-Moody program, which affects part of our per- 
sonnel, and what it is decided in the case of information services, 

It would be anticipated from some of the discussions that certain 
informational responsibilities would leave MSA and be placed else 
where for more effective handling. 

However, I would say this, that it is our established policy, which 
my entire staff knows, that we will administer this program with the 
smallest possible number of the most. competent attainable employees 
overseas, because of our conviction that large numbers tend to defeat 
our very objectives in this matter of Americans overseas. 

Mr. Vorys. Now, one more question. While you are away, who will 
be speaking for you? 

Mr. Srassen. The Acting Director will be Mr. William Rand, who 
is the former president of Monsanto Chemical Co., a former overseer 
at Harvard, and a man who I checked up on very exhaustively before 
I appointed him. 

I am convinced that he has an exceptional grasp of world economic 
and defense problems and has extraordinary executive ability to fol- 
low through in the kind of administration that I feel we should have 
in President Eisenhower’s Mutual Security Program. 

He will further be supported. My other deputies and major assist- 
ants are these: 

Mr. C. Tyler Wood, who has been in the program a number of years. 
He is the deputy in charge of congressional liaison. 

Dr. D. A. FitzGerald, who is a man of many years experience as an 
economist and who served extensively with President Hoover in his 
special food surveys and who has had experience in MSA. I have 
made him deputy in charge of operations. 

Mr. Robert Matteson, who is exc eptionally good, I feel, in research 
and analysis and who was with me at the university, is my assistant in 
charge of research assistance and reports. 

Mr. John Ohly, who had experience in the Department of Defense 
under Mr. Forrestal and in other departments, is my deputy in charge 
of programing. 

Then, of course, there will be officials from the Department of De- 
fense who are concerned, and the Department of State, who will fur- 
ther be involved. 

Mr. Vorys. But the ones who will be speaking for you, as I under- 
stand, will be Mr. Wood and Dr. FitzGerald. Will we have Mr. 
Matteson and Mr. Ohly here? 

Mr. Srassen. They are available, as are any of our staff if you get 
into particular countries or statistical situations. 

Mr. Vorys. Thank you very much. 

Mr. Srassen. Mr. Rand will be in charge in any question of re- 
sponsibility. 
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Chairman Currerrietp. Mr. Richards. 

Mr. Ricuarps. Has Mr. Rand been to Europe to look over this thing 
firsthand, as you have been? 

Mr. Strassen. Not since he has been appointed, but he has traveled 
a gre at deal in past years and knows a great deal about it. 

 Ricwarps. Has he made a study of this particular setup over 
ine or has he come in to just help you administer the thing, no mat- 
ter what it is? Does he know anything about the mechanics of the 
aperation ¢ 

Mr. Strassen. I have found that he is learning very rapidly and that 
his judgment appears to be very good. 

Of course, as you realize, ina ‘change of administration and as some- 
times by the decision of our people, it is then necessary for new men 
io become familiar with the program. That is the process that we are 
in right now. 

Mr. Ricuarps. The thing that is worrying me more than anything 
else is that right here at the inception of these hearings you are going 
to be away and you know more about this thing—the administration 
angle of it—than anyone else. Your absence during the next few 
weeks will be felt. 

Mr. Srassen. That is a very good point, and I have thought of it 
very carefully. 

The Near East and south Asia picture is of tremendous significance 
in what we are trying to accomplish in the Mutual Security Program. 
I wish we could have that age-old wish of being in two places at one 
time because I would like to be with the committee during these next 
weeks, and yet it is also clear that the Near East and south Asia picture 
insofar as the objectives of mutual security are concerned, needs con- 
ferences there. 

I believe that I could have such confidence in the background of the 
experience of this committee and of the Senate committee that I would 
be certain that they will use good judgment in my absence, along with 
my able staff, and that I can better depend on that than I can leave 
uncovered my responsibility right now in the Near East and in south 
Asia. 

It is a matter of judgment as to where it is most important for the 
mutual security objectives of the country that I should be at that 
particular time. 

Mr. Ricuarps. And you don’t carry Aladdin’s lamp around with 
you to allow you to be in two places at one time 

Mr. Srassen. Unfortunately not. 

Mr. Ricwarps, I am sorry you can’t be here. You will probably be 
back in a month? 

Mr. Srassen. In 20 days. 

Mr. Ricuarps. Now, I want to ask you about this bill, about the 
form of this bill. | 

We have been trying around here for a good many years—I know 
we did last year and the year before—to get a composite foreign-aid 
bill and to stop the custom of each year writing important foreign-aid 
—a by just amending preexisting legislation. The result has 
been that when the bill reached the floor it was very confusing to 
Members. 

Now, we have here another amendment to the amendment to the 
amendment, and so forth. 
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It was my understanding last year that this year we would have , 
composite, clean bill but it’s just the same old story—“we haven’t got 
time.” 

I happen to know that the committee staff began a study of this 
thing last fall and earlier this year conferred with State Department 
specialists and also with the Mutual Security Administration, and 
came up with a good, clean bill satisfactory to all, I thought. The bill 
was complete in everything but figures as to money needed. That was 
to be left to the new administration. I thought it would be presented 
to the committee in that form this year. That has not been done and 
confusion has been added to the amendment approach by arranging 
the titles on a category basis rather than on a regional basis as hereto- 
fore. 

Mr. Strassen. That is correct. 

Mr. Ricuarps. That confuses the thing still further. All the time 
we are getting farther and farther away from a clean-cut, composite 
mutual security program bill. 

It would have taken a Philadelphia lawyer to fully understand 
the bill last year. This year, it will take a New York lawyer such as 
Mr. Roosevelt or Mr. Javits to figure it out. 

Mr. Strassen. I think that it was not possible in the first months of 
the new administration to have an entirely new bill. I feel that the 
best prospect of an entirely new approach would be during the next 
session of the present Congress. 

In other words, you now have an entire congressional group that are 
elected for 2 years, and you have a new administration, so that I feel 
that the next year presents the best prospect of doing what you have 
correctly stated is a desirable step. 

Mr. Ricwarps. You think that the job should be done? 

Mr. Strassen. I feel that it is preferable that you should, at a stage 
such as this, bring forward an entirely new piece of legislation that 
builds upon all the experience that you have had. 

Mr. Ricwarps. Then don’t you think it would be better to simplify 
the process when we come to it by leaving this legislation on a regional 
basis this year like it was last year, instead of a category basis? 

Mr. Strassen. The main reason is that this category approach really 
reflects President Eisenhower’s new policy in that respect. 

In other words, it places emphasis, to a greater degree than ever 
before, on the worldwide interrelationships involved in our security 
problems versus the Soviet Union. 

In other words, the events occurring right now in the Far East are 
recognized to have, as they do have, such an intimate effect on the 
national security of the United States and on the European affairs 
that it is felt that this approach better reflects President Eisenhower's 
policies and new program. 

Mr. Ricnwarps. Well, I don’t think this is a new program. This is 
the same old program. 

Mr. Strassen. Something new and something old, and combined into 
something we feel is very desirable and essential to the security of the 
United States. That is what it really is. 

Mr. Ricuarps, Well, you put some more clothes on the baby, a 
petticoat and things like that, but it looks to me like the same old baby. 

Mr. Strassen. I think I should show you these two charts here. We 
have them on the functional and geographic breakdown. 

(A chart was shown entitled “The 1954 Mutual Security Program,” 
as follows:) 
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Mr. Srassen. This is the 1954 President Eisenhower Mutual] So. 
curity Program. 

You see, here on this chart, the $5,829 million. Of course you know 
that $30 million of the authorizing authority requested is not to be 
followed by a request for an appropriation during this session of 
Congress. That relates to our contributions to UNWRA for Arab 
refugees. We have enough money now, provided it is carried on, to 
meet immediate requirements. 

The first item, which represents 69 percent of the total, is under 
chapter I. 

The red portion of the chart represents defense financing. You 
will find in chapter IT of the bill. That is also pulled out and : shown 
in the red columns on the other side of the chart. 

Of the $995 million in this category, which is 17 percent of you 
total, there is $300 million for defense support and economic aid i in 
Europe as a whole, $100 million for finane ing British NATO aircraft 
production, $100 million for financing French NATO military pro- 
duction, $400 million for financing equipment and support of forces 
in Indochina, and $95 million for defense support in Formosa and 
Indochina. 

That is the second largest item, the $995 million in the bill. 

Then you have the 4 percent of the bill which is for special weapons 
planning. 

You have 8 percent for development and technical progress. You 
see that down in chapter IV, with $140 million for regular technical 
progress and development programs, $25 million for materials de- 
velopment, $194 million for special economic assistance for the Near 
Fast and Africa, and about $94.4 million for special economic assist- 
ance for India and Pakistan. 

We should point out, of course, that in the case of India and Pak. 
istan, you have $94.4 million for real economic assistance but also 
their participation in the $140 million requested for the technical 
progress program, 

We have separated out in the act these 2 components of aid for 
these 2 countries so you could separately pass on technical assistance 
and separately pass on economic aid. 

Then we have chapter V, relating to multilateral organizations. 

$71 million of the total is for a United States contribution to the 
United Nations Korean Reconstruction Agency. The balance is for 
other multilateral programs. 

(A chart was shown entitled “Geographic Breakdown of Mutual 
Security Programs for fiscal year 1953 and fiscal year 1954 as 
follows :) 
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Mr. Srassen. This next chart shows the appropriations in 1953 
(when we also had that $600 million carryover), as compared to those 
in this bill. 

You have E surope in there for 73 percent in 1953 whereas you have 
Europe in for 53 percent in 1954. 

Then you have on the right-hand side of the chart, relating to 1954, 
that “Spec ial Indochina,” $400 million. We put it right in that 
place in a separate color because you can say that it helps France 
pick up a part of the load in Indochina, or you can say that it goes to 
Asia and the Pacific. In any event it is a 7-percent item, and it isa 
color between the red and the yellow color. 

Now, looking at Asia and Pacific on the left-hand side of the chart, 
relating to 1953, you see $811 million or 14 percent. On the right- 
hand side, representing 1954, vou see $1,333 million, or 24 percent. 

Then you see that the Near East and Africa went from $680 million, 
or 11 percent in 1953, up to $707 million, or 13 percent in 1954. 

Then you see the other slices on both sides of the chart, representing 
aid for Latin America and for “other” purposes, all at about 1 percent 
each. 

Then you have the special weapons item, which is worldwide in 
nature, and not geographic, and is a separate problem from the total 
program. 

Now that, Mr. Richards, gives you somewhat of a reflection in 
graphic form of what it is that we have that was there before and 
where the new emphases are being placed as we move forward in 
this program. 

Mr. Ricnuarps. That gives us some idea of added complications in 
the bills structure when you superimpose one plan on the other. 

Mr. Srassen. I think it will be the evolution from which we can 
put the new program into new legislation. 

You see, furthermore, we learned now in working with you, and 
with the other House, the matter of how the two branches of our 
Government reach agreement on how we move on these grave world 
security problems, and we know that next year we will be working 
with the same-people, substantially, on both sides. So we feel that is 
the time when we can take the really new approach. 

Mr. Ricuarps. You have one tough job, and I wish you well. 

Mr. Strassen. Thank you very much. 

Mr. Ricuarps. Mr. Chairman, thank you. 

Chairman Crrprrrme.p. Mr. Brownson, we are very happy to have 
you with us. We are in executive session. 

Mrs. Bolton. 

Mrs. Bouton. Thank you, Mr. Chairman. 

Governor, we have always worked at something of a disadvantage 
in this committee as we have seldom had any opportunity to get the 
material about which we would want to ask questions early enough 
in advance to be intelligent about our questions. So to that degree I 
have not studied all of your suggestions here, your basic data. I have 
not had opportunity to do so since this was only put in my hands a 
few minutes ago. 

My area of the world, as you know, is the Near East and Africa. I 
realize the situation with regard to point 4 but I would like to know 
whether we are going to have satisfactory answers given us by the 
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head of point 4, and his staff, relative to such questions as might 
apply to matters before your time, which we might like to ¢ larify. 

In Lebanon, for instance, I understand there are 56 families who 
have gone over there since the point 4 program was started with 
the Lebanon, with the usual result that Americans are taking the 
best houses and having the best living and so forth, and that it is 
increasing our problem in the Near East. 

I hope very much that it will be possible for you, as long as the 
importance of the Near East is of such moment to you, that you will 
make it a point to look into that kind of thing throug hout the Near 
Kast 

We will want, of course, an exceedingly careful breakdown of just 
how this situation will be reduced. 

We have several things in our own subcommittee which have been 
brought up that we hope will be considered very favorably, such as 
the possibility of bringing the Arabs back among our friends which 
is perhaps the most important thing that can happen in the world in 
the near future. 

We hope that you will give careful consideration to everything that 
has to do with their point ‘of view while you are out there. 

We shall be asking your subordinates many questions during your 
absence and I share Mr. Richards’ regret at your going, but naturally 
share also, the hope that General Kisenhower will be given every pos- 
sible opportunity by this Congress to fulfill his own sense of world 
needs. I would not do anything to wpset his plans or in effect make 
difficulties for any program which he may have set up which you do 
not anticipate clearing in this session of the 83d Congress, but I would 
hope that you will lend yourself somewhat, while you are out there, to 
some of these very important personnel matters. You are probably 
taking someone with you who can do that. 

I am sure that that all falls in with our determination as a com- 
mittee, on both sides of the table, to have every cent that: is spent, 
every cent that is on your charts, used to the fullest advantage for 
the reestablishment of the friendship of those who were not so fr iendly 
to us and also for effectuating of a better understanding of Americ: 
throughout the entire world. 

I think we shall have to move with greater care and great wisdom 
in the whole program. 

Mr. Strassen. Thank you very much. 

Those are very pertinent and wise observations, and we will be look- 
ing into that situation very carefully during our Near East trip. 

Chairman Criperrtecp. Mr. Carnahan 

Mr. Carnanan. Mr. Stassen, would you care to comment on just 
how serious you consider the present situation in Laos? 

Mr. Strassen. I consider it to be very serious. 

Mr. Carnawan. Do you feel the help available is anything like that 
which will be necessary to meet the challenge ? 

Mr. Srassen. I am hopeful that the challenge will be met within 
our present and accelerated program of mutual secur ity aid to Indo- 
china and increased efforts on the part of the French and the Viet- 
namese, and the Laosians. 

Mr. Carnanan. Do you think it is possible by merely sending in 
supplies, that the forces will be strong enough to really be effective ! 

(Discussion off the record.) 
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Mr. CarnaHAN,. Do you have any reason to feel that perhaps the 
Communists may set up their own puppet government in Laos and 
then to all intents and purposes withdraw and leave the opposition 
against what they will label as a local government ? 

Mr. Strassen. That has been a tec hnique that they like to use. | 
suppose you could anticipate them using it again. 

Mr. Carnanan. Does the administration feel that maybe it is the 
line they will take this time? 

Mr. Srassen. Of course, the analysis of the policy situation is a 
matter for the Secretary of State to go into, and we try to implement 
those decisions in our Mutual Security Program. 

Mr. Carnanan. I am wondering why the extra aid that you say 
must go to Pakistan was not inc luded in this bill. The statement here 
is that considerable beyond that provided in this bill will very likely 
have to be extended to Pakistan within the next year. 

Mr. Strassen. Because it is a contingent situation. It is one that 
possibly should be acted on in this Bsc al year, rather than the next 
fiscal year, and we are just sending out a special mission to analyze it, 
following the report of the special congressional committee whose 
printed report we have, and who spoke to us of their findings. We 
felt that it did not fit into the fiscal year 1954 program at the time we 
were drawing that. 

Mr. CarnaHan. Would you care to comment on whether or not this 
additional aid to Pakistan should be in the form of a loan or a grant! 

Mr. Strassen. Not at the present time. I have sent out one of the 
very great agriculture leaders of our country, Dr. Reed, the dean of 
the Agricultural School at Purdue, who has a very fine reputation. 
At great personal sacrifice, he is flying to Pakistan right now and will 
report back promptly. On the basis of his report we will make a 
recommendation to the Congress. 

Mr. Carnanan. Is it a part of Dr. Reed’s study to determine the 
form that this assistance should take, whether it should be a grant 
or a loan? 

Mr. Srassen. It is a part of their mission to recommend and advise 
in a matter of this kind. 

Mr. Carnanan. That is all. 

Chairman CurrerrieLtp. Mr. Smith 

Mr. Smirn. Mr. Stassen, these reports that we have here, the one on 
France and Greece, was marked “Restricted,” and the one on Berlin 
is marked “Secret.” 

What is the purpose of marking these “Restricted” and “Secret”? 

Mr. Strassen. Because of the foreign policy and military aspects 
that are involved, as you study the programs in these countries. 

Mr. Surru. Do you not think it is going to become public property 
pretty soon ¢ 

Mr. Strassen. That is, of course, always one of the great problems in 
sharing with Congress the classified information that we would like 
Congress to have, but yet do not wish to reach the newspapers. I do 
not suppose there will ever be a complete solution as to how to handle 
that. 

However, we decided that we would turn over to Congress the 
maximum of information and classify it, and then we would prepare a 
report that was only of such material that it could be released to the 
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public, We would ask the evaluation teams themselves to tell us 
whether they thought we had correctly portrayed that portion of 
their report that could not be made public, and then release the re- 
mainder to the public. The evaluation teams are coming in tomorrow 
for that purpose, to get a report from me about what we have done 
about their reports, and to clear with me on how much they agree 
should be made public. 

Mr. Smirx. It is difficult at times for us to go on to the floor with 
secret information and try to explain our position to the other Mem- 
bers of Congress. I think it applies likewise to the general public. 

Do these reports actually reflect the reports as submitted to you! 

Mr. Strassen. Yes, they do; and what we are also doing is to have the 
evaluation teams go over that part of the report which we feel can 
be made public to see whether they agree with us as to how much 
can be made public, and whether we are correct as to those parts which 
we believe that we have to continue to classify. 

Mr. Smirn. Then this report on France is the way your experts re- 
ported it to you or are they expurgated ? 

Mr. Strassen. I am not sure on the French one. 

Mr. Smiru. How about the three we have? How about the one on 
the Federal Republic of Germany in west Berlin ? 

Mr. Stassen. I believe that these three in their classified form are 
exactly as the committees turned them in to me in typewritten form 
originally. I will check that with the teams tomorrow to make 
sure. 

Mr. Smiru. Mr. Fulton is raising a question: Have there been any 
minority views expressed, or does this represent the complete report 
of each committee ? 

Mr. Strassen. Each team signed their report in full. 

Chairman CutrerrieLp. Will the gentleman yield for one question ? 

Mr. Samira. Yes. 

Chairman Currerrretp. What is the difference betwen 
and “restricted” ? 

Mr. SrassEn. Secret is a higher level of classification and usually 
means that a very important security aspect of the United States 
might be prejudiced, or its relations to another country would be ad- 
versely affected, by the publication of it. 

Restricted is the lowest level of classification. In other words, it 
means there is just some slight reason for not publishing it completely, 
and therefore it is given the lowest classification. 

Mrs. Borron. Will the gentleman yield for a moment? 

Mr. Smrirn. Yes. 

Mrs. Boutron. For a long time we have been subjected to having 
secret reports given us, just like these, and finding it all either in the 
New York Times or Colliers magazine, which means they have had it 
for 2 months, or in some other such form, and we would feel ex- 
ceedingly badly if this material appeared in the public press. 

Mr. Roosrvetr. Miss Doris Fleeson’s column in this afternoon’s Star 
has an article dealing largely with these reports, Governor, and it was 
quite shocking to this committee when it was called to our attention. 

Mrs. Boron. We do not talk in this committee, Mr. Stassen. 

Mr. Roosrveit. I am wondering whether these special teams have 
been as discreet as we are in this committee. 


“secret?” 
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Mr. Srassen. Of course I would be the last to try to indicate, with- 
out any specific proof, as to who it was who turned something over 
to a member of the press, but we have a never-ending problem in shar. 
ing the knowledge with those who we feel should know, and at the 
same time retaining it so that it does not injure either the sec urity of 
our country or our relations with other countries. 

Mr. Roosrvett. What I am worried about is leaks before you even 
know what the people decided they should tell you. I wonder whether 
they were being as discreet as they should be. That is what worries 
me. 

Chairman Cutperrtetp. Mr. Smith—— 

Mr. Smiru. Governor, did you have the benefit or those who worked 
with you have the benefit of these reports, and are the recommenda- 
tions contained in them reflected in the legislation now before us / 

Mr. Strassen. Yes. As a matter of fact, an important part of the 
savings of $1.8 billion from the Truman budget come from these 
reports. 

In fact, the Hunter-Hawker Aircraft program, with its proposal for 
a multiple production base, comes from the suggestion of these busi- 
nessmen. 

I think I have a chart here to show how that is worked out. 

Their recommendation was: If you want to save money and still 
get good defense, get the European production and European defense 
orders pulled together. Then you will start getting in Europe the 
results we have attained in America with this tremendous defense 
production. 

(A chart was shown, entitled “NATO $560 Million Joint Aircraft 
Program,” as follows:) 
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Mr. Strassen. This chart shows how we we together United States 
money, British money, and Belgian, Dutch, and French money, and 
with it brought about this combined group of aircraft contracts for 
the production of a total of about 1,689 of the best modern jet air. 
craft, at a total cost of $560 million, of which we pay half. Our busi- 
nessmen tel] us that through this technique we get a better production 
base from which the Europeans have a better chance of buying more 
aircraft in the future without our aid than if we divided up our orders 
and did not fit them together as quickly. 

Mr. Smiru. Does this bill follow the recommendation of one of your 
teams to the effect that we ought to repeal the Benton-Moody provi- 
sion providing for $100 million ? 

Mr. Strassen. his bill does not cover that subject, but the teams did. 

It is my understanding that these amendments came in in Congress, 
They were not a part of the executive branch recommendations, and, 
therefore, I presume that they should be acted on from a congressional 
standpoint rather than an executive branch standpoint. 

Mr. Smirn. I thought the Benton-Moody amendment was an amend- 
ment to the basic Mutual Security Program or act. 

Mr. Srassen. Yes; but it was brought in, in Congress, I believe. 

Mr. Futron. Initiated by members? 

Mr. Srassen. Initiated by members. 

Mr. Jupp. Will the gentleman yield? 

Mr. Smrru. Yes. 

Mr. Jupp. We ought to have the benefit of the MSA’s experience 
with them. The fact they were put in only means that we can take 
them out, too, if they have not worked well. 

Mr. Stassen. The businessmen evaluators recommended to me that 
they were not working well. They were almost unanimous in that 
recommendation. My own observation has been thus far that while 
the objectives are excellent, toward greater productivity and greater 
emphasis on freedom and lack of monopoly in European industry, 
that they have thus far not shown any indication of attaining the 
results that were hoped for. Now, it is a very short space of time in 
which to judge them and I would not set myself up as an expert on the 
subject in these few months of observation. That is about the most 
balanced analysis that I can give you at the present time. 

Mr. Smirn. Five of us from this committee were in Europe recently 
and there was no equivocation on the part of the officials called upon 
to administer that provision in saying that they just didn’t work and 
that the law should be repealed. 

That is all, thank you, Mr. Chairman. 

Chairman Cutrerrrecp. Mr. Chatham 

Mr. Cuaruam. Governer, I believe you said there was $600 million 
carryover in this program. 

Mr. Strassen. Last year. 

Mr. CuatHam. Does that mean, in effect, that we are asked for 
$500 million more than you got last year, which I believe was $5.4 
billion ? 

Mr. Strassen. No, the carryover was in addition to the $6 billion 
last year, and the recommended amount, as you call it, was the $7.6 
billion for this fiscal year 1954. 

Mr. CuatHam. You mean in Mr. Truman’s budget. 

Mr. Srassen. Yes. 
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Mr. CuatHamM. What was the final bill last year ? 

Mr. Srassen. $6 billion plus the carryover of $600 million. 

Mr. Cuatuam. And there is no carryover this year. 

Mr. Srassen. We have already indicated to you that we are re- 
analyzing the requirements which have not yet been translated into 
obligations. We feel we can make moderate but important savings 
and then you can if you wish use those as a credit against the $5.8 

billion. So the $5.8 billion then could be brought down somewhat if 
we have real savings in unprogramed, unobligated carryover. 

Mr. CuatrHamM. You mean you do not know yet how much that is 
going to be? 

Mr. Strassen. No. We will keep the committee advised. We are 
reanalyzing the thing right through these weeks. 

Mr. Rooseverr. Will the gentleman yield? 

Mr. Cuatuam. Yes. 

Mr. Roosevetr. This is where I get confused: Mr. Humphrey talked 
about this $81 billion overhang. Out of that $81 billion, what is di- 
rectly connected with past and present mutual security appropria- 
tions? That is one thing. No. 2, what amount out of that $81 billion 

is being carried over into this year and what can you anticipate will 
bs spent next year and perhaps even the year after, especially for 
these long lead-time items? 

My third question is, Is this $5.8 billion that you are now requesting 
all new, or does that include some of the previously appropriated and 
authorized funds? 

Chairman Currerrretp. If you do not mind, Mr. Stassen, you may 
answer those three questions on Mr. Roosevelt’s time. 

Mr. Roosevett. I apologize, Mr. Chatham. 

Chairman Currerrietp. Mr. Chatham. 

Mr. CuatHam. Can you tell us the number of employees in April 
as compared with the ones at January 31? 

Mr. Strassen. I could not give you the comparable figure because 
they are all over the world, and we do not have them now. 

Mr. CuatHam. You do not get them month to month or week to 
week ? 

Mr. Srassen. There is some lag in it. 

Mr. Cuatuam. I want to ask one more question, sir. I notice an 
item of $30 million in here for Arab refugees. 

Last year we had an item in there for Jewish refugees and Arab 
refugees. Is that going to be the complete request this year from the 
State Department for Israel and to help the Arabs and the Jews? 

Mr. Stassen. That is not the request for the Israel aid. This fund 
of which you speak, the $30 million authorization, for which we do not 
now ask for appropriation, is strictly related to the Arab refugee 
problem that is handled through the United Nations. We now have 
eel left for that program. Therefore, if these are carried over 
we at present do not feel that we need to ask for the appropriation of 
additional funds. 

Now, economic and technical assistance to the Arab States and Israel 
is included in that amount of $140 million contained in the bill for 
that area of the world. 

Mr. CuatHam. That is broken down in this report. 

Mr. Srassen. It is broken down to the extent of $140 million for the 
Naar East. 
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Mr. Cuatuam. Is it broken down between the Arabs and Israel. 

Mr. Strassen. No, it is not. 

Mr. Cuatuam. Could you indicate about how that breakdown will 
be? 

(Diseussion off the record.) 

Mr. Srassen. That $30 million is related to the Arab refugee group. 
The problem is not solved, and it is one of the very difficult problems 
of that part of the world. 

Mr. Cuatuam. I think that is a very hotspot for you to touch when 
you are out there. 

Mr. Strassen. That is one of the reasons I have for going. The Se 
retary of State has emphasized that one of our top objectives in that 
part of the world is to establish peace within the regions, that is peace 
between Israel and the Arab States. We know that that is not easy, 
but we know also that it is certainly in the security interests of the 
United States to get that Near East situation in a more stable and 
peaceful approach. 

(Discussion off the record.) 

Mr. Srassen. Now, you have another situation like that in India 
and Pakistan. Your own committee has looked into that. 

If you have countries with disputes between them that injure both 
of them and then they both come to the United States for aid, you 
build up an impossible burden and you do not attain the objectives 
for peace in the non-Communist areas of the world. 

Mrs. Bouron. Will the gentleman yield for a remark ? 

Mr. CuarHam. Yes. 

Mrs. Boiron. It is just on that point, Mr. Stassen, that I sincerely 
hope that the group going out to the Near East will weigh every 
word that it says. A wrong word at this time to either group or to 
any of those related to it might end all possible ways in which the 
United States could be of service in that area. I want to warn you 
that it is very serious. 

Mr. Srassen. I appreciate your note of caution. The Secretary 
of State I know is very aware of it, and soam I. The importance of 
the situation is such that we are both going there personally. As 
much as we would like to deal with the committees here, we feel that 
there is no other way to handle these sensitive areas of the world than 
for us both to go there personally and, with the greatest care and the 
closest teamwork between policy and operations, try to make progress 
on these most perplexing problems. 

Mr. Fuuron. And be careful of your own personal safety. I want 
to say that to Mr. Dulles, too. 

Mr. Burieson. Mr. Chairman, who has the floor ? 

Mr. Cuaruam. You say you are not going to use some strong words. 
I think some strong words are probably needed because I think the 
will to cooperate out there has been very one-sided. 

Chairman Curprerriretp. Mr. Merrow 

Mr. Merrow. Next to Korea, Indochina undoubtedly is the most 
important spot in the Far Kast. We have programed in this bill 
$400 million. 

Now, if that situation continues to get worse, is it not likely that 
requests for even more aid or a new program will be brought up? 

Mr. Strassen. That is possible. Of course, the $400 million is for 
the direct support of the forces there, the expenditures there and, as 
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| said yesterday, it represents, with other aid to Indochina about 40 
vercent of the cost in that respect. 

We did in addition use some of the military items under our mili- 
tary material and training program to further bolster the Indochina 
picture. Of course, also, under the authority that we ask, the Presi- 
dent could shift 10 percent one way or another between these pro- 
grams. So, if you have to pull down some program a bit, you can do 
so in order to put emphasis in another place where it is needed. 

(Discussion off the record.) 

Mr. Merrow. In reference to the economic aid in addition to the 
technical aid that is going to be given to India and Pakistan, the 
amount here is $94 million plus. The aid that is given to India in the 
supplemental or development aid, fits, of course, into the 5-year pro- 
gram. Does that mean that in the future years the program is to run, 
the next 3 years, we are going to adopt the policy of trying to assist 

or underwriting the program ¢ 

Mr. Srassen. It is our present judgment that we should contem- 
plate following through for 3 years with assistance to India in the 
implementation of its 5-year plan, but we do not ask for any com- 
mitment of Congress beyond the 1 year, and we do not propose to 
make any commitments to the Indian Government beyond this 1 year, 
after you have completed your action. We feel that we should think 
in terms of following it through, provided it works out well under 
their management and our relationships to it. 

Mr. Merrow. If we do that, it is likely to mean that a request for 
more economic aid will be made in subsequent years than is made this 
year ¢ 

Mr. Strassen. I would think it would probably mean, if all went 
well, that there would be a slightly higher request next year and then 
a slightly lower request in the final year. I think that would be about 
the way, as we now foresee it, that it would unfold. 

Mr. Merrow. Now the committee was quite specific last year on the 
Mutual Security Act in stating that there should be integration and 
unification in Europe, as conditions on American aid. 

Now, in the Far East, concerning India, Pakistan, and the other 
countries that are receiving economic aid, the committee that was just 
out there recommends that certain conditions such as land reform, tax 
reform, and a review of luxury imports should be taken into 
consideration. 

In other words, our economic aid and our technical aid should be 
accompanied by certain definite economic conditions calculated to 
assist the recipients of our aid and to assist us in mutual security. 

Has the Department given any thought to developing such condi- 
tions on that aid? 

Mr. Strassen. Yes: we have. We are thinking in terms of discuss- 
ing with these countries what their program is to be, as they see it, to 
reach the economic problems that they have. If you can talk through 
with them a program on their part that is sound in this direction, then 
our commitment should be related to their carrying out of their pro- 
gram rather than being just a blanket aid grant. 

Mr. Merrow. I am glad to hear that and I was also glad to hear you 
speak of the international problems that exist between these countries 
and that they should be settled by the countries, particularly in India 
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and Pakistan. It would seem that they ought to settle the Kashmir 
dispute and the water dispute and the other problems that are causing 
them so much trouble. I certainly hope that this will be emphasized 
as you visit these countries. 

Mr. Strassen. Thank you. 

Mr. Merrow. That is all, Mr. Chairman. 

Chairman Cureerriecp. Mr. Zablocki 

Mr. Zasiocki. Mr. Stassen, I want to thank you for your fine state- 
ment. As I stated this morning when we were in session with the 
Secretary of State, I firmly believe, and our former chairman, our 
colleague Mr. Richards stated, I believe that the 1954 MSA program 
and the statements we heard yesterday were outlining a public imple- 
mentation of the past administration’s policies and programs. I think 
most of us on this side of the table are happy that there is going to be 
a continuation. In reading the 11 points in your statement I wonder 
if it would not be well to add a 12th one, Governor, that it is the in- 
tention of President Eisenhower’s administration, and the Mutual 
Security Program, “To formulate a solid front against the attack the 
MSA program will receive from certain sources and individuals from 
within the United States, including the United States Congress.” 

Mr. Strassen. I would assume if I would add a point like that in 
my statement, I would not be showing very good judgment. 

‘Mr. Zaxsxocki. Governor, judging ‘from the answers $ given to Mrs. 
Bolton and Mr. Chatham, the committee will have a country-by- 
country breakdown in dollars? 

Mr. Srassen. This aid is broken down step by step, country by coun- 
try, and materiel by materiel. You can go into any phase ‘of it with 
anyone who is involved. 

Mr. Zas.tocxr. How soon can this committee expect such a break- 
down? We have received the 1953 request on March 31, 1952. How 
soon can we expect one for the 1954 program. 

Mr. Strassen. We have it now. It is a matter of going into execu- 
tive session on any specific items you want. 

Mr. Zastocki. We had these available to each member of the com- 
mittee and I think it would be proper that each member have the 1954 
country-by-country breakdown. It was very helpful when we con- 
sidered the 1953 program. I would like to make that request. There 
is no reason why we should not have it at this time. I think this com- 
mittee never violated the trust that was placed in this committee. 

Mr. Strassen. If this committee wants any of that information, we 
will furnish it. 

Mr. Zaniockt. We would be very happy to have it. 

Mr. Chairman, is it proper to make that request now ? 

Chairman Cutrerrretp. Will you furnish such a report to us? 

Mr. Strassen. Anything the committee wishes. 

Chairman CutrerrteLp. I think we would like to have it. 

Mr. Vorys. Would the gentleman yield ? 

Mr. Zasiocki. Yes, sir. 

Mr. Vorys. People from your staff were here last year. Is there any 
question about our being furnished that promptly here? I mean you 
don't have to start to get it up now, do you? Do you have it here this 
afternoon for us? 

Mr. Stassen. [| have it in penciled form right now. 
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Mr. Zasiock:. We had it in mimeographed form available to each 
member, before. 

Mr. Vorys. I would like to join in the gentleman’s request that we 
get that promptly. 

Mr. Zastocki. Governor, the table that is presented in the “Basic 
data supplied by the executive branch,” table I, page 10. 

In the “Mutual defense materiel and training” and “Requested 
authorization for new dollar obligational authority for Europe,” you 
have a footnote 1, and the footnote is for the purpose that this 
amount— 
includes allowance for continuation of program for assistance to escapees under 
the so-called Kersten amendment. 

Does that mean that $100 million had to be reauthorized ? 

Mr. Strassen. My recollection is that the $100 million was out of 
the total fund and therefore, if you are going to have this program 
continue, you have to specifically act on it in this session. 

Mr. Fuuron. The act says, “Up to $100 million” in section 101 (a). 

Mr. Zasiockt. Will there be a reauthorization for the amount desig- 
nated in the 1953 program for Spain ¢ 

Mr. Strassen. It will be Sesh and we do recommend that. A 
carryover. 

Mr. Zantockt. There is no such request in this outline. 

It is my understanding the item for Spain does not carry over. 

The authorization and appropriation lapses if it is not reauthorized 
in the program, 

Mr. SrassEn. It does need a carryover authorization, that is, assum- 
ing it is not obligated between now and June 30. The negotiations 
are going on at the present time. 

Mr. Zasxockt. It is not the intention of the executive department 
to ask for such a reauthorization ? 

Mr. Strassen. Yes, it is, if we are not able to complete it and obligate 
it by June 30. 

Mr. Zastockt. In reference to the Kersten amendment, Governor, 
do you not think we will have to amend the language as written in 
the 1953 authorization in order for the Mutual Sec urity Agency to 
properly implement the intention of the Kersten amendment? That 
is providing money for escapees. I think that portion of the act will 
have to be clarified. 

Mr. Vorys. If you will look at page 9, section 602, there is an es- 
capee amendment, to make it apply to Asia, as well as Europe. 

Mr. Sassen. The old law did have in it, “For other purposes” or 
some such language at the end of it. If the intent of Congress is clear, 
we do have a broad enough approach, but you will find we have en- 
deavored to make clear that it is a worldwide : approach. 

The point Mr. Zablocki is making is that the function should be 
broadened so it should not just be the function of putting these es- 
capees into the formation of military units but also one of helping 
them when they come over into the economy. 

General aid, that is, as well as the geographic extension of it. That 
does take extra wording. 

Chairman Currrrrrevp. Mr. Judd 

Mr. Jupp. Governor, do you have available on your penciled sheet 
there, the breakdown of the $49 million technical assistance to South 
Asia ¢ 
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Mr. Srassen. We have a representative breakdown. Afghanistan, 
Indonesia, Nepal, Pakistan, and India. 

Mr. Jupp, How mue *h does India get out of that and Pakistan / 

Mr. Strassen. $30 million to India and $13 million to Pakistan. 

Mr. Jupp. Now under “Special economic assistance for India and 
Pakistan,” there is $95 million. 

Do you have the breakdown on that which I might have, sir? 

Mr. Srassen. Yes. It is divided in the usual percentages. 

Mr. Jupp. It is divided pretty much according to population as has 
been done before / 

Mr. Strassen. Yes. 

Mr. Jupp. Regardless of what the respective needs are, we do it 
this way so that nobody can accuse us of favoring one or the other / 

Mr. Strassen. From an illustrative approach “that is what we are 
putting it in all. It is $14.5 million for Pakistan and $79.9 million for 
India. 

Mr. Jupp. That means that India is getting a total of $110 million 
instead of $250 million which they originally asked for. That was 
sealed down to $200 million and then to $140 million, and now it is 
$110 million? 

Mr. Strassen. Yes. We do feel that this will do the essential part 
of carrying forward that program if it is carefully managed. 

Mr. Jupp. The total is $27.5 million for Pakistan ? 

Mr. Srassen. Yes. 

Mr. Jupp. Our people over there asked for $42 million. These 
two countries may not be able to hit their targets right on the nose, 
which they are very anxious to do, but we had to tell them we did not 
hit all our targets on the nose, either, and if they had to take an extra 
year to reach their objectives, it would not necessarily be fatal. 

There are more resources in those countries than are visible on the 
surface. This aid ought to pull those resources out and put them 
into use and I think you are right in making those cuts. 

Now to come back to the question of the reports by your study 
missions: 

You said all those reports were unanimous. How did they get 
unanimity? J cannot imagine all those people, independent, hard- 
boiled individuals getting something they would all agree on without 
watering it down quite a lot. 

They had to do that, did they not, to get unanimity # 

Mr. Srassen. There were any where from 3 to 5 in a team for a 
country. A team and a captain. 

For example, here in France, you will find on the back, the signatures 
of Messrs. Spang, Adams, Bogdan, Gaylord, and Stewart. 

Mr. Jupp. But in order to get the signatures of all the men involved 
on these 15 country reports, it meant they had to eliminate the things 
about which there were differences of opinion among individuals’ 

Mr. Strassen. You will understand the other teams did not have to 
sign the French report. The five had to agree. 

Mr. Jupp. Yes. I heard the head of one team say, “I had to hit a 
couple of my members on the head to get them to sign the report.’ 

Now the point is, the fact that five men signed it tells us on what 
there is solid agreement, with a little coercion. 
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But it does not tell us what the differing views of individuals were, 
and sometimes an individual’s views, even though they are supple- 
mentary or minority, are extremely useful to the committee in con- 
sidering the problems of a country. 

Mr. StTassEN. Something like a conference committee between the 
two Houses of Congress. You finally reach an agreement. 

Mr. Jupp. You reach agreement, but we are denied in a sense, and 
| judge that in this report they send in, you are denied the individual 
opinions of members which might have been extremely valuable. 

Mr. Strassen. Except this: I spent a personal 1 hour with each 
team when it made its original report, verbally drawing out their 
shadings of emphasis and the things that they liked to particularly 
stress. 

So in that process, I did get some of that by-play of “so-and-so feels 
more this way and someone else more that way. 

Mr. Jupp. You said you are having them in tomorrow to talk over 
with them what you have done about the reports. That is, when you 
get them together, you are asking them if they are satisfied ? 

Is that the point ? ¢ 

Mr. Strassen. That is a part of it, of course, and getting their further 
advice. 

For example, they were quite unanimous on the matter of reorganiz- 
ing the SRE Office, the Special Representative for Europe Office in 
Paris. I am going to discuss that with them, tell them how we con- 
template moving on that problem, and see whether that makes sense 
to them, and other things of that kind. 

They were quite unanimous that these two offices of DMS, in the 
President’s office, and MSA, as a separate agency, should be reorganized 
in some way. I am going to talk to them about how we are pulling 
them together and how we are going to function under it and see 
whether they think that makes good administrative sense. 

In some of these cases they recommended a little more money than 
Iam putting in our program for them, and, of course, it would seem a 
little strange for me to be recommending less money that businessmen 
say I should put in, but I am telling them the factors that I found 
that caused me to feel that a little less money can carry it out if we do 
certain other things. 

So it goes. I mean, I am going to spend the day, tomorrow, with 
these businessmen. 

Mr. Jupp. When you refer to what you did with their reports, you 
mean that you sort of compiled out of their reports, the things that 
were sufficiently well-supported to lead toward a policy; is that right ! 

Mr. Strassen. Yes. In the first place, I read the reports and then 
IT had the responsible sections of my staff pull out of these reports all 
the recommendations. ‘Then we circulated the recommendations and 
the reports, not only through my executive staff, but also through the 
State Department, the Treasury, the Bureau of the Budget; and then 
we sent them to the missions and ambassadors of the countries involved. 

In the meantime, some recommendations were acted on and some are 
being studied further. It is a sort of a continuous process of the new 
administration taking hold of the program, 

Mr. Jupp. I have one more comment, if I have time, Mr. Chairman. 
I am grateful that the new Eisenhower administration is putting into 
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effect a lot of things we tried to get previous administrations to do, 
like more offshore procurement and carrying them out at long last. 

Mr. Zasvockt. It is desirable that successive administrations learn 
from previous administrations. That is progress. 

Mr. Jupp. The gentleman from Wisconsin and I are cooperating 
wholeheartedly here again. 

Chairman Currerrretp. Mr. Burleson 

Mr. Burirson. Mr. Chairman, I want to ask the governor one 
thing about this escapee section in the bill. 

Is that in any way connected with the 250,000 refugees which the 
President has requested to be admitted to the United States over a 
period of 2 years? 

Mr. Strassen. No. It is conceivable that some of them could turn 
out to be the same people, but the admission question is an immigration 
question, and does not involve the Mutual Security allocation of funds. 

The Mutual Security Program is for aiding the refugees where 
they are, entirely apart from whether any of them ever get into the 
United States or not. 

Mr. Burueson. This follows the section we had in the bill last year 
about replacement of migratory labor or shifting them around in 
Europe—the Walters amendment; is that it ? 

Mr. Futron. That is different. That is the migrant provision. 
That is another provision. 

Mr. Burreson. That is all, Mr. Chairman; thank you. 

Chairman Curerrrietp. Mr. Fulton 

Mr.. Futron. Later on, if you could submit to us a summation of 
the refugees, the escapees, the defectors, and the balance of the dis- 
placed persons, so we have in one place what the history has been on 
what we have expended from 1947 on, through 1948 through 1953, 
with the numbers, where they are, where the expenditures have been, 
so that we can bring up to date these various categories and see what 
the problem is overall, it would be appreciated. 

Mr. Strassen. In other words, you would like a concise memorandum 
on the DP and refugee programs ¢ 

Mr. Futron. And escapees and defectives. 

That will give it to us all in one place with the geographical loca- 
tions, the numbers, and the amount spent. 

(The information requested is as follows:) 


PRESENT PROBLEM OF REFUGEES, ESCAPEES, AND GERMAN REFUGEES IN EUROPE 
BACKGROUND 


When the International Refugee Organization (IRO) began operations on 
July 1, 1947, it faced the problem of providing care and maintenance, repatriation, 
or resettlement for approximately 1,450,000 refugees in Germany, Austria, Italy, 
and the Western Buropean countries. On the termination of its activities on 
January 31, 1952, IRO had given assistance in care and maintenance, pending 
repatriation, establishment on the spot, or resettlement of refugees, to over 
a million persons; 72,834 were repatriated to their home countries and 1,057,955 
were resettled chiefly in Argentina, Australia, Belgium, Brazil, Canada, Chile, 
France, Israel, the United Kingdom, the United States, and Venezuela. 

During the period from July 1, 1947, to December 31, 1952, many thousands 
of additional refugees from Eastern Europe entered countries of IRO operations 
in Central and Western Europe. Notably there was the influx of Jewish refugees 
from Eastern European countries, the great majority of whom moved on to 
Israel. At the conclusion of IRO operations approximately 400,000 refugees and 
displaced persons remained in European countries—because they desired to do so 
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or because either emigration possibilities were exhausted or they were unable 
to qualify for emigration. Included among the 1,057,955 refugees and displaced 
persons resettled by IRO were the approximately 340,000 persons admitted to 
the United States under the United States Displaced Persons Act of 1948, as 
amended. Under this act, 538,000 German expellees were also admitted to the 
United States. Approximately 11.650 refugees and displaced persons and 50,000 
German expellees desiring admission to the United States and being processed 
therefor were closed out either by the termination of provisions of the Displaced 
Persons Act of 1948 or by the filling of quotas provided for in the act. 

The flow of non-German refugees from Eastern European countries into Ger- 
many, Austria, Italy, Trieste, and Greece was at an average rate of 1,000 a 
month during 1950 and 1951, approximately 500 a month during 1952, and has 
been at the lower rate of 200 monthly in 1953. Total arrivals in West Germany 
of German refugees from East Germany are estimated to have been 350,000 in 
1949, 300,000 in 1950, 225,000 in 1951, and 175,000 in 1952. Of the latter ficure, 
119,000 arrived through West Berlin. The monthly rate of influx of German 
refugees into West Berlin increased ir January 1953 to 25,340; February, 41,200; 
March, 48,700; and April, 35,000. 

During 1951 and 1952, the Soviet and satellite countries of Eastern Europe 
acted to close their borders progressively until at present escape over the closed 
sections of the borders has become extremely precarious. The only open gap 
in the entire borderline is presently in West Berlin through which primarily 
German refugees from Eastern Germany are now entering. 

Following the termination of the activities of the IRO, the Intergovernmental 
Committee for European Migration was organized on United States initiative 
at Brussels in December of 1951. This organization is engaged in moving both 
migrants and refugees, who would not otherwise be moved, out of Europe. It 
succeeded in moving approximately 80,000 persons out of Europe in calendar 
year 1952, of which 23,000 were non-German refugees and escapees and approxi- 
mately 30,000 were German expellees. 


United States expenditures on refugees, July 1, 1947, through Dec. 31, 1952 


Total contri- y 2 

: otal contr’, | United States 
| butions of all | contributions 
| governments | 





International Refugee Organization $406, 867, 295 
United States Displaced Persons Commission (expenditures to June 30, | | 

1952)... ‘i r 5 iKbuisads ‘ bib duddd ois } 19, 1°0, 124 
Intergovernmental Committee for European Migration ...-. 28, 993, 976 | 8, 950, 000 
United States escapee program - - - 4 », £89, 631 


$237, 116, 355 


Total J 145 435, 861, 271 267, 536, 110 


! Amount allocated for program of their operations. 


In addition counterpart (local currency) funds have been spent under the 
Mutual Security Program (formerly ECA) to help finance direct refugee pro- 
grams within European countries as follows: 

Austria: The equivalent of $385,000 to help settle refugees in agricultural 
areas ; 

Germany: The equivalent of $98.2 million to help finance land settlement, an 
expellee bank, housing, care and maintenance for refugees ; 

Greece: The equivalent of $100 million to assist in the care and rehabilita- 
tion of Greeks uprooted within Greece during the guerrilla war ; 

Turkey: The equivalent of $11 million to assist the resettlement of close to 
200,000 non-Communist Turkish refugees expelled from Bulgaria ; 

Escapee program: Close to $2 million equivalent in German, Austrian, Turk, 
Greek, and Italian currencies have been made available for administrative— 
and in the case of Germany and Austria—operating, expenses of the United 
States escapee program. 

THE PRESENT SITUATION 
IRO residual refugees 


Out of the 400,000 IRO residual refugees formerly in receipt of care and main- 
tenance, there are over 200,000 now self-dependent and reasonably satisfactorily 
established in their countries of residence in Europe. Another 100,000 are semi- 





210 MUTUAL SECURITY ACT EXTENSION 


dependent and in receipt of temporary or partial relief from public relief aq 
ministrations of their countries of residence. Approximately 100,000 remain 
fully dependent on the relief administrations of their countries of residence, 
This latter figure has no relation to the number of residual IRO refugees living 
in camps, many of whom are employed, but still lack normal housing facilities 
The integration of these semi or fully dependent residual groups of IRO refugees 
in their communities of residence will prove to be a slow process and many 
among them will be permanent dependents because of physical and other dis. 
abilities. It is estimated, however, that of the total residual group approxi- 
mately 7,500 refugees being processed for immigration to the United States by 
the Displaced Persons Commission but left in Europe when the act expired 
might qualify for admission to the United States. 


German exrpellees aid refugees 

Some 10 million German expellees and refugees have come into West Germany 
since the end of the war. Of these, approximately 8,200,000 are known as ex- 
pellees because they were members of prewar German minorities in East Euro- 
pean countries or Germans forced out of East German areas under Polish ad- 
ministration. Approximately 1,800,000 are German refugees from DPastern 
Germany. To this latter figure must be added the German refugees who are now 
entering West Berlin. The integration of German expellees and refugees in 
West Germany has proceeded at a more satisfactory pace than might reasonably 
have been expected. This has been due in large measure to the rise in the level 
of economic activity in Germany in recent years. This is not to say that those 
German expellees and refugees who have found housing and employment in 
West Germany have succeeded in achieving the standards of living obtained 
over a lifetime in their former homes. The chief element among the German 
expellees and refugees that has not found satisfactory adjustment in West 
Germany consists of the peasant farmers who desire to continue their lives in 
agriculture and for whom land is not available. These number approximately 
1,125,000 persons. This number is being increased by the farmers included in 
the current flow of German refugees into West Berlin who constitute 15 percent 
of the total influx. Taking all the foregoing developments into consideration it is 
estimated that in excess of 1,125,000 landless peasant farmers are unlikely to 
find adjustment in West Germany and are thus under the necessity to emigrate to 
countries where employment in agriculture is available. 

Austria.—In Austria there are 219,810 German expellees who are more fre- 
quently referred to as Volksdeutsche. Many of this group may receive Austrian 
citizenship and all now have the same rights of employment as Austrian na- 
tionals. They are welcome in Austria, and their integration is proceeding apace. 
The Austrian Government does not desire their emigration. However, there are 
in Austria, in addition, 43,783 non-German refugees and for them the possibilities 
of integration in the Austrian economy are limited. The Austrian Government 
desires their emigration, which is proceeding currently at the slow rate of 1,000 
or more monthly. A few thousands in this group might conceivably qualify for 
admission to the United States. 

The Netherlands.—The population of the Netherlands is increasing at an 
annual rate of approximately 100,000. Of these, only about 40,000 to 50,000 
can be absorbed annually in the economy. Thus, the Netherlands Government 
desires to find emigration opportunities for approximately 50,000 to 60,000 
Dutch nationals annually. 

Italy.—lItaly is considered to have on her territory approximately 214 million 
people who cannot be absorbed in the present economy and thus face the necessity 
of emigration. In addition, Italy continues to provide asylum for approximately 
25,000 Eastern European refugees whose emigration proceeds at a very slow pace. 

Trieste.—Trieste has over 4,500 Eastern European refugees who cannot be 
absorbed in the local economy. 

Greece.—Greece is suffering from overpopulation and faces the need of de- 
veloping emigration opportunities for 50,000 nationals annually. Greece also 
continues to give asylum to approximately 11,000 East European refugees who 
are awaiting opportunities for emigration. 

Escapees 

To distinguish them from other categories of refugees, those non-German ref- 
ugees who have escaped from East Buropean countries into Germany, Austria, 
Greece, Italy, Turkey, and Trieste since January 1, 1948, are denominated 
“eseapees.”” Some 15,000 have already been registered by the United States 
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escapee program in the foregoing countries. In general, they represent a younger 
age group and a more highly skilled and trained group of persons than their 
predecessors, who are generally known as the IRO residual refugees. It should 
be realized that these escapees, who are now in camps in these countries, repre- 
sent the present pool of much larger numbers of refugees who have preceded 
them and gone on to countries of resettlement. For instance, since January 1948 
petween 50,000 and 55,000 Czech refugees have fled from Czechoslovakia. Only 
1500 of this group remain, chiefly in Germany and Austria, awaiting resettle- 
ment. The escapee program is assisting the countries of first asylum and volun- 
tary agencies to provide better reception facilities, clothing, medical care, and 
yoeational training in preparation for resettlement. After screening has elimi- 
nated security risks among them, the remainder are documented for emigration 
and the dossiers are presented to all immigration recruiting missions functioning 
in Europe. Over 4,000 have been assisted by the escapee program to proceed to 
overseas countries. Registration of this group is continuing and it is expected 
that eventually 20,000 escapees will be registered. The majority are eligible and 
will qualify for emigration to other countries. Some who cannot qualify, for 
various physical and family reasons, will be assisted to establish themselves 
locally. 


United States expenditures on refugees, July 1, 1947, through Dec. $1, 1952 
(Excluding 3,985 already resettled by the escapee program) 


BY COUNTRY OF ORIGIN BY COUNTRY OF REFUGE 


Albanians ~.-__-_~_~- 550 | West Germany 5, 357 
Petts ie El. rail 385 | Austria ad able 3, 680 
Bulgarians 051 | Italy 981 
Czechs 435 | Trieste ; 433 
Hungarians 620 | Greece : 774 
PR eet eerie =z , 864] Turkey — ____ : 295 
Rumanians —-_~_- 845 Other West Europe___ f O86 
U, B. Bhi etna 806 | 

——— | Total 

14, 556 | 


Awaiting 


Country of resettlement Departed 
departure 


Total visaed 


_ 


Argentina - - a badie 25 
Australia - . - $ - y “ . 194 
Brazil 106 

anada ‘ 186 
United States of America 2, 373 
Other ! i bn dw is 107 


Total __- Sages i 2, 991 


1 Bolivia, Morocco, Chile, Colombia, Dominican Republic, England, Equador, Ireland, Israel, Italy, 
New Zealand, Norway, Paraguay, Sweden, Trieste, Uruguay, Venezuela 


Estimates of migrants, expellees, refugees, and escapees available for emigration 
from Europe 


ees [RO 
Migrants German escapees residual 


refugees 
refugees 


Germany... ...- ies wd 1 1, 125, 000 100, 900 5, 300 30, 000 
Austria Se 7 125, 000 8. 600 15, 000 
Italy ee J 4 ? 3 2 2, 500, 000 1, 000 15, 000 
Trieste ADO 3, 000 
Greece 23 50,000 800 5. 000 


Netherlands . 23 60, 000 
Other West Europe 3, 000 5, 000 


! Expellees. 
? Nationals. 
* Annually. 





212 MUTUAL SECURITY ACT EXTENSION 


Mr. Futron. In a recent statement an administration witness said 
in a program the size of the Mutual Security Program, of course there 
are many good things, and mistakes. 

I am on the European subcommittee and would like to have you, 
through the teams or through the Department, submit a list or else 
send people up for testimony, what the mistakes have been up to this 
time on the program. 

I think we should look into the mistakes and see that they are avoid- 
ed the next time. We have a guest, here, who is likewise a Congress. 
man. I would like to yield to him the balance of my time so that he 
can make a statement on what he feels might be any deficiency in 
the presentation so far. 

That is not for questioning, but simply for a statement so that Mr, 
Stassen can hear it. 

Chairman Currerrretp. Mr. Fulton, I would like to grant your 
request. I am not sure I have any authority to do so under the actio: 
that was taken. We are going to further consider this question and 
we want to give every available help to Mr. Brownson and I believe 
if we hada little further time to discuss it, it would be better. 

Mr. Brownson. The only statement I would like to make is one of 
appreciation to your committee for allowing me to sit in today and one 
to Governor Stassen for his excellent testimony. 

Mr. Futon. Now may I use the balance of my time? 

Chairman CurrerFrrevp. The hour is getting late. It is 4:30 and 
there are seven people left. 

Mr. Futton. One other question and I am through. 

Chairman Currerrtetp. Very well, Mr. Fulton. I do not want to 
cut anybody off. 

Mr. Futon. With regard to the business teams, there is obviously 
dissatisfaction among them from the reports some of them feel that 
their views are being suppressed in the formulation of State Depart- 
ment policy. There is an article in the newspapers and there have 
been rumors on the Hill about it because some of them have been doing 
quite a bit of talking. 

Therefore, I would like to have them canvassed. When Mr. Smith 
spoke of possible minority opinions, I had requested him to ask if 
there were such minorities, since I am interested in Europe and get- 
ting a good program. I would like to have each of the business 
teams individually asked what comments they have and what alter- 
native policies they might individually recommend or what deficien- 
cies they might see in the program so that we in the committee can 
have the full benefit of their advice. 

As the chairman of the European subcommittee, I would ask for 
that on the Mutual Security Program. 

Mr. Strassen. Thank you. 

Chairman CurrerrreLtp, Mr. Roosevelt 

Mr. Rooseveit. On that same line, would you see any harm if some 
of these committee chairman were to come before our committee ? 

Mr. Stassen. No. 

Mr. Roosrveit. Of course, they performed their functions at the 
request of the executive department and I think that there might be 
a slight question of etiquette, there, if we invited them to come up and 
talk to us about, and for this reason: 
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I noted on the French report, on the first 2 pages of the report, 
pages 4 and 5, there are 12 agencies, bureaus, divisions, and policies 
discussed, out of which the *y recommend abolishing 9, and modifying 


Q 


od. 

So that leaves 3 modified out of 12. If the report continues on that 

same level, we will have very little left in the way of anybody that 
you can even talk to over there. 
* Now maybe this is all to the good, but I think it would be helpful 
after we have all had a chance to read these and study these, if we did 
have an opportunity to talk to them, with a view of finding out what 
constructive thoughts they have, in addition to rearranging the pres- 
ent setup. 

Mr. Furtron. We would schedule hearings before the European 
subcommittee on that. 

Mr. Rooseverr. All right. 

Mr. Strassen. At the top of page 6, you will see that it says, “Maga- 
zine, Rapport, should be discontinue a” 

That has been done. I found that magazine cost $1,800,000 a year 
in counterpart. It was a printed magazine, really very well done, 
but is was a United States-printed magazine and widely distributed in 
France. 

Their conclusion was, and my conclusion after carefully reviewing 
it was, that it would be better to back up either French publications 
when they had a good article, or a United States magazine than to 
put out a United States magazine in France. 

That is one of the things ‘that they recommended. 

And that I looked into. There were some differences of view, but 
I decided, after review, that we would discontinue it so, as of June 30, 
Rapport goes out of business. 

Mr. Roosrvetr. And the next item “The SRE information division 
should be discontinued.” I assume that is pending a further study 
of the whole new information agency ? 

Mr. Srassen. That is right. 

The numbers have alre: vdy been decreased now and one of their top 
officers is over here now conferring with some of Mr. Robert Johnson’s 
officials on this whole question of the reorganization of the informa- 
tion function. 

Mr. Roosrveit. Now to get to Mr. Humphrey’s overhang of $81 
billion, again, I would like some discussion on your part as to what 
part of the $81 billion is attributable to past, present, and future MSA 
programs, how much carryover we have and how much is left in this 
35.8 billion and how mue +h was left of the $600 million carryover from 
last year’s program if there is any of that left ? 

Mr. Srassen. I can best give vou this on the complete cumulative 
approach on the 4 years of ‘the Mutual Security Program. 

Mr. Vorys. Would the gentleman yield ? 

You have a gigantic table, there. Are we going to have that table 
available to us? 

Mr. Strassen. Yes. 

Mr. Vorys. A great many of us are interested in exactly what you 
are talking about. 

Mr. Roosrvett. There is the $64 question Mr. Vorys asked for at 
the beginning of the hearings in the past year and ended up without 
being satisfied. 
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Mr. Srassen. This total available for obligation, cumulative, up 
to January 30, 1953, was $32,202,580,914. 

Mr. Jupp. That is 4 years and begins with the MDAP program, 
does it not? 

Mr. Srassen. Yes. 

Of that amount there have been approved programs of $31,476,291 
792, as of April 30, 1953. We have cumulative obligations as of 
March 31 of $27,981,434,193. Our April obligation figures are not 
quite out yet. 

Mr. Fuuiron. Over what period ? 

Mr. Srassen. Cumulative over the whole program. 

We have an unobligated balance as of March 31, which means the 
requirements that are programed but the contracts have not yet been 
concluded as of March 31. That means your aircraft, your tanks, 
your guns and soon. ‘The unobligated balance is $4,221,146,721. 

We have cumulative expenditures of $20,343,080,639. 

Mr. Roosrve.r. That is actually being spent? 

Mr. Strassen. That is right. And we have at that date an unex- 
pended balance which is a part of the $81 billion total governmental 
overhang, of $11,859,500,275. I have this broken down by military 
assistance, assistance to Spain, economic and technical assistance, and 
so forth. 

This is what I asked for in our organization when I took charge and 
what I have now been getting month by month to watch it. It is from 
my own comptroller’s ‘office and it pulls together the figures from the 
three departments involved. 

Mr. Koosrvevr. I yield first to Mr. Zablocki for one question. 

Mr. Zas.tocki. Mr. Chairman, this portion of the testimony, when 
it is revised, could it be made available in copy form to each member 
to serve as a summary of the overhanging hangover ? 

Mr. Srassen. Now, you see on the timing of this information, we 
are getting it more closely each month to the day of the end of the 
month. We are bringing it up closer, but as you mentioned in con- 
nection with these country breakdowns of the March table that you 
had last year, you see e if we did want to send you a table of President 
Truman’s budget of 7.6, we could have sent you a table as of the 
10th of February, but we have been working right up to now to 
bring the 7.6 down to 5.8 and shaving down, “and now we can give 
you the new table on the 5.8 and we will get that up to you promptly. 

Mr. Roosevetr. Governor, it would be very interesting, I think, 
if we could compare the detailed analysis of President ‘Truman’s 
budget with your detailed analysis, country by country, and program 
by program. 

Mr. Strassen. We can do that. 

You have to aie | in mind that they are both illustrative and they 
will both be secret im the sense that you will cause us problems with 
50 countries in the world if you do not keep them secret. 

Mr. Roosevetr. Well, Governor, I do not believe this committee 
has even been guilty in the past of having caused our Government 
any problems. 
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Mr. Strassen. I am only alerting you as to the significance of the 
nformation. 

Mr. Roosgvett. Now, Governor, there has been reported in the 
press without detailed figures, by this administration, an increase 
in our program for Formosa, a considerable increase in our program 
for Indochina, a little of which I understand, and still we come up 
with $1.8 billion less than President Truman asked for. 

Is all of this $1.8 billion cut and shift in emphasis and increase 
in some areas, is that all coming out of what used to po to Europe? 

Mr. Srassen. That is the greatest source of it. Some of it is coming 
out of administrative expense. Some of it is coming out of this new 
long-term programing approach. The greatest emphasis is the shift 
from Europe over to Asia and the Pacific. You can see it here on this 
chart showing the geographic breakdown of the Mutual Security 
Program which I discussed earlier. 

Mr. Roosrve.t. Then I come to the second part of my question. 
Mr. Dulles this morning said that this bill was only part of a package 
proposal on foreign or The rest of the package included, for 
example, a continuation of our reciprocal-trade agreements, increased 
trade wherever possible, and I recall that when the OEEC repre- 
sentatives were over here they were rather shocked to find that “trade 
and not aid” was a slogan and was not going to be much of a reality. 
I discussed this with you when you were up here a week ago and 
you said we were going to simplify our procedures on imports but 
there would probably be no immediate overhaul of our tariff situation. 

Now, I think it would be very helpful to this committee if we could 
have an analysis of the dollar shortages in the major western Eu- 
ropean nations over the last 3 or 4 years, and the projected estimates 


by the OEKC of their dollar shortages for this coming year. 

I want to justify in my own mind that this cut in Western Europe 
which is supposed to create the same amount of strength, is in fact 
not going to bankrupt them because of the dollar shortage. 

Now, it is one thang to try to stabilize their economies internally 


and another thing to bankrupt them internally by taking the dollars 
away from them. That is a very, very vital consideration in the 
whole policy. 

Mr. Srassen. You are correct that trade policies and trade acts have 
a close relationship to this program. Let me emphasize that this pro- 
gram has been built upon the assurance that we would follow through 
on the present trade magnitude. 

I have a chart on the overall economic relationship of the United 
States to the rest of the world that emphasizes the economic foundation 
of what we are doing. Let me say to you that I do believe that pro- 
vided we are not given a reverse in some of the other aspects of these 
economic policies, that these policies can be carried through success- 
fully with the foliow-through of NATO buildup, and so on, providing 
we ably manage our funds and provided other leaders ably manage 
their part of the pigeee. It is cut down to what we feel we can do. 

(A chart was shown entitled “1952, The Economic Relationship of 
the United States to the World (in millions of dollars)” as follows:) 
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Mr. Srassen. Here you have everything that goes out of the United 
States that has to be counterbalanced in some way. The orange is the 

hysical goods, It is approximately $16 billion in 1952. ‘Tobacco, 
rheat, meat, and agriculture commodities, $2.9 billion. Cotton, and so 
forth, $1.9 billion. “Chemicals and medici ines, $800 million; metals and 

jinerals, $2.8 billion; miscellaneous (including adjustments), $2.6 
billion; and machinery and vehicles, $5.1 billion. The last two cate- 
sories Include defense items. 

Here are the physical items that came back in. $11.5 billion, 
Cotton, sugar, rubber, fish, and agricultural products, $4.5 billion. 
Wool, hemp, textiles, fibers, $2.4 billion. Chemicals and medicines, 

{4 million; metals and minerals, $3 billion—that is your big raw ma- 
terial question—machinery and vehicles, $354 million; and miscel- 
laneous, including adjustments, $1.1 billion. 

We send out due bills for the earnings on our capital investments 
and they have to be met—$1.9 billion. 

We issued certificates of ownership for reserves in dollar profits 
invested in the United States by overseas nationals or governments of 
$1.6 billion, and in the United States we furnished dollar services to 
foreign citizens and governments of $2.9 billion. Those things have 
to be met. 

Here is how the thing was balanced out : They sent us due bills here 
for foreign capital over here—$421 million. 

Ownership of increased foreign assets by United States private 
capital. The increase in overseas investment during the year—$896 
million. T. Y. R.’s are “thank-you receipts.” Those are for private 
remittances. ‘Those are people sending money there, to relatives over- 
seas, and so forth—$415 million. 

Here are dollar s services to United States citizens and governments 
that were performed abroad. That is services to our tourists, services 
to our armed services, or anything done overseas for a United States 
national or a United States Government agency that earned dollars 
overseas. It is 3.8. 

They sent us I. O. U.’s and thank-you receipts from United States 
loans and grants in the amount of 5: 1, and they had to send us $378 
million in gold to balance out for the year. 

We are building the fiscal year 1954 program on the basis that this 
will about be the picture in this next fiscal year. We have to study 
these policies carefully before we can improve them from a trade or 
foreign capital investment standpoint, but if you step back in these 
areas, you put an extra squeeze on our Mutual Security Program that 
will be serious. 

Mr. Roosrvetr. Can we have copies of that chart? 

Mr. Srassen. If you wish. 

Mr. Vorys. I complained about not having some stuff in this docu- 
ment today but at page 67 in this document we have the balance of 
payment figures in general. 

Mr. Roosrevetr. I haven’t had a chance to study that yet. 

Mr. Srassen. There is a lot of basic data in that book that just 
came up to you. 

Mr. Fuxron. Is that fiscal year or calendar year? 

Mr. Strassen. That is calendar year 1952. 

Mrs. Ketty. Could I have my one question now? 

Chairman CHIPERFIELD. Yes, indeed. 
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Mrs. Kexuy. Governor, could you tell us to what degree this new 
program will close this dollar gap? 

Mr. Strassen. We feel that it will supply the balance-of-payments 
necessary, on a restricted basis, for fiscal year 1954. In other words, 
no European countries will be able to expand their imports from us 
but if they keep them at about this level, we will be able to have a 
reasonably satisfactory transitional year in 1954. 

Mrs. Ketity. You mean you will not have a decrease in that $4.5 
billion gap? 

Mr. Strassen. No. 

Mrs. Keir. Not at all if this goes through as is? 

Mr. Srassen. We will fill it by off-shore procurement being stepped 
up, and by a lease agreement on economic aid, and by the overall rela 
tions to the rest of the world that are involved in our Mutual Security 
Program. 

Mrs. Ketty. Could you roughly estimate how much you expect to 
bring that down to? 

Mr. Strassen. Do you mean by off-shore procurement? 

Mrs. Keity. This whole program, in reducing the dollar gap. Will 
it be down to $2 billion ? 

Mr. Strassen. We will not get it down that far in a year; no. 

Mr. Smrru. Mr. Dulles said this morning that it did not affect the 
dollar-gap legislation at all. 

Mr. Strassen. We have built the 1954 Mutual Security Program on 
a basis of holding steady, while you improve the internal economic 
picture in the European countries. 

Mr. Jupp. I understood that this would not reduce the dollar gap. 
What you are doing is just filling the dollar gap. 

Mr. Strassen. That is right. 

Chairman CutrerFiecp. We will have to proceed in order, if you 
do not mind. 

Mrs. Church. 

Mrs. Cuurcu. Thank you, Mr. Chairman. I will try to be brief. 

Governor, do you think that any amount of aid that we give or any 
amount of meeting the gap with offshore procurement will suffice to 
reduce that dollar gap or eliminate it, unless there is action taken 
within the countries abroad to set their own houses in order. 

Mr. Srassen. It takes action there in those countries and action 
here, both. 

Mrs. Cuurcu. Are we making an effort to get some such action? 

Mr. Srassen. Yes. , 

For example, at the OEEC meeting in March, they took steps which 
helped the fiow of goods between each other. That should reflect it- 
self into a better production picture and a better situation. The Eu- 
ropean coal and steel community, I feel, will be a significant step. In 
other words, here was one of the first real integrations of an economic 
nature of a group of European countries. They brought these 6 na- 
tions together with a gross steel production’ of over 40 million tons. 
If they make progress along those lines, it will help the European 
picture in relationship to the rest of the world. 

Mrs. Cuvrcu. Going into another field, Mr. Chairman, I would like 
to ask the Governor how soon he thinks the Congress may expect the 
plan to reorganize the State Department and the mutual assistance 
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department. Is there not a plan under way which is going to be sent 
down to the Congress ¢ 

Mr. Srassen. There has been extensive study of it. 

Mrs. Cuurcu. You do not know when a report will be ready for 
the President to send down to the Congress ¢ 

Mr. Srassen. No; I do not. [ think it might be quite soon. 

Mrs. Cuurcn. Is there anything within the provisions of this bill 
which might possibly be affected by reorganization ¢ 

Mr. Srassen. No; it will fit in. 

Mrs. Cuurcu. Would the provisions necessitate any change in 
administrative expense / 

Mr. Strassen. I think you will find a footnote here, footnote 2 and 
footnote 8, and footnote 6. | Reading:] 


These amounts will be transferred to the new information agency if and when— 


this is on page 12 of your basic data book. You will find footnote 
jh— 

These amounts to be transfered to the new information agency if and when the 
adoption of a new reorganization plan or the passage of legislation creates such 
agency and vests in it the functions represented by those amounts. 

Mrs. Cuurcu. Thank you, very much. 

Chairman Curperrrevp. Mrs. Kelly. 

Mrs. Ketty. Governor, you had a tentative program when you 
went to the NATO conference. Is this the same program or did you 
have to alter it very much due to your findings in Europe ? 

Mr. Srassen. We had a tentative program when we went to the 
NATO conference. We modified it some during the NATO con- 
ference. 

Mrs. Keiiy. Did you suggest General Ridgway’s approval of this 
at this time or does that come under the military discussion / 

Mr. Srassen. General Ridgway will be personally over here to 
testify before you. We did confer with him and with other American 
military people, as well as with the representatives of other countries. 

Mrs, Keuiy. In past years we so strongly stood for General Eisen- 
hower’s recommendations, and I wondered if this was based on the 
recommendations of his suecessor. 

Mr. Srassen. I think that you will find that he does approve of the 
present shaping and forward movement of the program, and of the 
long-term approach. 

Mr. Jupp. Will the gentlewoman yield for just one question ? 

Mrs. Kexiy. Yes. 

Mr. Jupp. When you modified them at the NATO meeting, did you 
modify them up or down ? 

Mr. Strassen. Some countries up and some countries down. That is 
literally true. 

Mr. Jupp. Net? 

Mr. Srassen. I think the net was a little bit up. 

Mr. Jupp. Thank you. 

Mrs. Ketiy. Is there anything in this bill for Yugoslavia? 

(Diseussion off the record.) 

Mrs. Key. Is that military equipment, end items, or what? 

Mr. Strassen. That is support for their economy. The defense sup- 
port, economic and everything combined. 


33064—53 15 
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Mr. Futron. Will you yield, please? 

Mrs. Kexiy. I will yield. 

Mr. Futron. Are there any more jet planes this year in this program 
for Yugoslavia? 

Mr. Srassen. That is a military detail that I am not familiar with 
at the present. 

Mrs. Keuxy. Is that included in “special weapons” by any chance} 

Mr. Strassen. Oh, no. It has nothing to do with special weapons, 

Mrs. Key. I want to find out whether it is. 

(Discussion off the record.) 

Mrs. Ke.iiy. On page 5 of your statement yesterday there is $100 
million for exports of wheat, cotton, and so forth. 

Is that coming out of our surplus agricultural stock for England?! 
Surplus supplies? 

Mr. Srassen. Yes; it comes out of items of which we have an over- 
supply. It relates to their purchases with dollars so that it helps their 
own budget and balance-of-payments picture, but at the same time it 
draws upon those supplies which we can best afford to send to them. 

It isa combination. It is an attempt to combine the United States 
policies and relate them to the problems of the United Kingdom, so 
that you get the maximum benefit for them with a minimum net cost 
to the United States. 

Mr. Jupp. But it is not charged up to agriculture. It is charged up 
to foreign aid. 

Mr. Fuuron. Would you yield, again? 

Mrs. Key. I yield. 

Mr. Fuuron. Would you give us a summary of the use of agricul- 
tural surpluses in this program, so that we have it separated off as to 
how much is being used of the United States agricultural surplus? 

Mr. Srassen. We can summarize how much is purchased out of these 
appropriations that would otherwise be surplus, if that is what you 
mean. 

In other words, when is a surplus a surplus? If a country needs 
wheat and buys it, is that entirely considered a surplus question, or is 
it a part of the normal wheat movement? 

Mr. Fuuron. Then, could you do this: Could you, on commodities 
that have a surplus supply in this country, give us what amounts there 
will be in this program ? 

Mr. Strassen. Yes; we can do that. 
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(The information requested is as follows :) 


Mutual defense financing of surplus agricultural commodities from the United 
States, July 1, 1952, to May 6, 1953 


Thousands 
of metric Millions of 
tons (approx- dollars 
imate) 


Commodity 





Bread grains.......-- oto ° 650 
Fats and oils—oil content _-.. _- aeinididaersinaiame 35 
Sugar, raw - Secccwccccescconsnecess aevceoge 80 
att a ccnance shegnrar nas tecslane wi : 5 
Dairy products : dil iddabute | 2 
Other mons / : pemdaadnad , 8 
Coarse grains vt 77 

Cotton 149 


Other fibers : | 13 


on g 
re bo D-1 ee OO 


8 


len. 05s saineennbneenbehncnedibbeabietancntubengennngdéapniennigeneneents 


cE ———eeeeee' 
1 Includes European and Far East programs. 


NotE.—It is expected that the mutual defense financed program for fiscal year 1954 will comprise about 
the same list of surplus agricultural commodities as those shown above with variations in quantities of 
individual commodities. 

Chairman CurrerritetpD. Mr, Adair 

Mr. Apatr. Thank you, Mr. Chairman. 

Governor, to change the line of questioning very slightly, yesterday 
in your statement you made a remark—and I do not have the copy 
here—that the taxpayers in France and the United Kingdom are still 
paying more than the taxpayers in this country. I am now thinking 
of the costs of this program to the taxpayers of our country. 

Could you amplify that statement a little? Do you mean per 
capita? What was the basis for that statement ? 

Mr. Strassen. The basis is that an unskilled worker or a skilled 
worker or an executive in those two countries will pay out of his in- 
come in taxes of all kinds slightly more than the same kind of an 
unskilled worker, skilled worker or executive in this country would pay 
in total taxes. 

Mr. Apatr. What do you mean by slightly ¢ Five percent or ten 
percent? Could you give us an estimate / 

Mr. Strassen. For the unskilled worker our rough estimate is that 
the United Kingdom worker pays out about 10 percent more of his 
income in overall taxes, and the French worker pays out about 25 per- 
cent more of his income than in the United States. 

For the skilled worker the United Kingdom worker pays out 2 per- 
cent more, and the French worker pays out about 15 percent more of 
his income in overall taxes. 

For the corporate executive, the United Kingdom executive pays out 
23 percent more of his income; the French executive pays out 9 percent 
more, 

Mr. Roosrvett. Will the gentleman yield at that point ? 

Mr. Apatr. I yield. 

Mr. Roosrver. This is based on if they paid their taxes. Is this 
based on the tax laws on the books or what they actually pay ? 

Mr, Aparr. You have anticipated my question. 

Mr. Roosrvert. This is a perennial question before the committee. 
_ Mr. Srassen. It is based on the actual collections for the average 
individual in these classifications. It, of course, cannot go into the 
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matter of whether a certain individual completely evades his taxes, 
but it does take into account the fact that if some of them evaded their 
taxes, then the rest of the members of their particular group had to 
pay a little more than would show on an average basis. 

Mr. Apatr. And the figures for the United Kingdom would be be- 
fore the reported tax reduction had been taken into account, I assume / 

Mr. Srassen. No; these figures are after the reduction. The tax 
reduction, as we calculate it, will mean a reduction of about 4 perceut 
of their taxes. 

Mr. Apatr. Across the board ¢ 

Mr. Strassen. That is right, an average. It isa small slice of 4 per- 

cent off of their taxes to take effect in the United Kingdom. 

Mr. Jupp. But is this not another case where figures do not tel] 
the true story? While they pay more money into their government 
in taxes, they are getting enormously greater amounts bac k in rent and 
food subsidies and all sorts of social services from the government. 
So not what they pay to the government, but their net tax, is the 
figure that would be significant. 

Mr. Vorys. That is pretty well spelled out in this table. 

Mr. Srassen. On page 64 we show how much is for central govern- 
ment, exclusive of social insurance, and how much is for social insur- 
ance. In other words, you are correct that there is a difference, but 
it is not a difference sufficient to account for this amount. 

Mr. Jupp. We had this same discussion on the British program a 
couple of years ago, when we examined what they are getting back 
in medical services and subsidies on their. food and rent—about $2 
billion out of a $14 billion total budget for the Government was in 
food subsidies alone. They were getting back in food subsidies one- 
seventh of their total tax payments. 

Mr. Srassen. The Chancellor of the Exchequer has given them this 
little tax reduction, but he has also decreased the subsidies on food, 
and so forth, hoping to get in enough more imports of food so that he 
does not then cause a rise in prices. 

In other words, he is taking a very intricate step to try to increase 
productivity in the United Kingdom, decrease the subsidies to the 
standard of living, slightly decrease taxes and still come out all right 
for the United Kingdom. 

He is operating on, as I say, a very important economy with great 
skill, and I hope with success, because if he can carry his program 
out and broaden the gross national product of the United Kingdom, 
they will be able to carry this very heavy defense burden of ‘theirs 
without expanded aid from the United States. 

Mr. Apatr. Thank you, Governor. 

Because of the shortage of time, I will not stay with that further. 

I do have one other question : You spoke yesterday about this item 
of $250 million for special weapons. Did I understand you cor- 
rectly when I thought I heard you say that that was not for atomic 
weapons? 

Mr. Srassen. It is not for atomic weapons. Atomic weapons are 
completely controlled by the Atomic Energy Act and will in no way 
be affected by this program. 

Mr. Apatr. Will there be subsequent witnesses, to your knowledge, 
who can discuss that phase of the program with us in more det ail? 
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Mr. Srassen. The atomic weapons? 

Mr. Aparr. The $250 million special weapons item / 

Mr. Srassen. No; but there is not much detail that you can be given 
at the present time. 

This is the situation: There is a special weapons study, a new weap- 
ons study, going on in SHAPE, under General Ridgway, and the 
report is to come in in July or August. What this provision will 
mean, therefore, is that when that report comes in, if there are some 
new and special weapons as to which training or production should 
start, the President has the authority under the $250 million to start 
it. When they get such weapons, produced in 3 or 4 years, the Presi- 
dent has to make another Zz ision as to whether he will then turn 
any of them over to any other country. 

It is an attempt to save a year on what might be a very critical 
aspect of the problem of how you employ modern science and modern 
weapons, to cope with the huge mass and ruthless leaders of the Soviet 
urea. 

Mr. Apair. In other words, that is an item really in anticipation, 
and if these plans do not develop as it is thought they might, it is 
entirely cake that this $250 million might not be used. 

Mr. Strassen. That is right. In fact, we have drawn the law so that 
it cannot be used for any other purpose. 

Mr. Roosrverr. Will the gentleman yield? 

Mr. Apatr. Yes. 

Mr. Roosrvetr. I am somewhat confused at this point. This is a 
result of a study by SHAPE, which is the NATO countries ? 

Mr. Srassen. Yes. 

Mr. Roosrtvett. How is the President then going to decide, if the 
production is going on in other countries, whether to release these new 
weapons to these same countries ¢ 

Mr. Srassen. The production presumably would go on in the United 
States, unless it developed that there was a French or other foreign 
design of a guided missile or other weapon that turned out to be 
desirable and which you wanted to help produce. Then, under the 
latter circumstances, the President could still authorize the production, 
but the law would require that the United States receive title to the 
product. That is what we did with the Hunter-Hawker aircraft. 
We would get United States title when the item came off the production 
line, and then this law would require a new decision by the President 
before it could be turned over to somebody else. We have in mind 
that the whole political and military picture may change in 5 or 4 
years, so you want to tie your controls on both ends of the line. 

Mr. Aparr. Thank you, Governor, and Mr. Chairman. 

Chairman Curprrrietp. Mr. Prouty. 

Mr. Proury. I understand that only a very negligible amount of 
the offshore procurements for 1952 have already been let. That would 
indicate the program hasn’t been handled very efficiently in the 
past. Do you think it is going to be stepped up ? 

Mr. Sassen. A substantial part of the program projected for this 
year has already been let, but it has been let in the last month, I 
don’t know just what the totals are, but there was $282,000,000 in these 
aircraft contracts alone. 
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There are also some very substantial ammunition contracts recently 
let in Italy, and I would say in the last month the offshore procurement 
program has been coming ahead rapidly. 

Mr. Proury. What do you think about the fixed-price ceiling which 
restricts our procurement agencies in the awarding of contracts! [s 
this a realistic approach ? 

Mr. Strassen. I think it is undesirably rigid. I think by these com- 
bined orders, such as those represented by the aircraft transaction, 
we can in fact get below American costs in many situations, and we 
are now below American costs in mine sweepers overseas. 

Mr. Provuty. I asked that question because I had heard offhand some 
rumor to the effect that it was necessary for the Italian Government to 
subsidize one or more of its munitions manufacturers, I suppose with 
counterpart funds, in order that they might be accepted contractors. 

Mr. Strassen. That could be. 

Mr. Provry. If that is true, it certainly doesn’t suggest that our 
present policy is as flexible as it might be. 

Mr. Strassen. When you get into ammunition, just about every 
country in the world subsidizes it in one form or another. 

In other words, if you take our arsenals, how are you ever going to 
really compute the real costs of ammunition in a United States 
arsenal? Or take the Ministry of Supply in the United Kingdom. 
How are you really going to get down to the real cost of producing 
that ammunition there? 

It is very difficult to make comparisons between various countries 
in the costs of producing ammunition. 

Mr. Proury. I have several other questions along that line, but I 
will ask them on another occasion. 

Chairman Cutrrrriep. Mr. Bentley. 

Mr. Bentiey. Thank you, Mr. Chairman. 

Governor, in relation to section 501, our contributions to multi- 
lateral organizations, do you have the percentage of the budgets of 
those organizations to be filled by our contributions? 

Mr. Srassen. It varies from one to another. I don’t have them all 
here at the present time. 

Mr. Bentiey. Looking on the last page, 109 of this booklet here, 
with regard to the United Nations technical assistance fund, I would 
a that we contribute about 57 percent or 58 percent of the 
budget. 

2 other words, approximately 12 out of 21 million dollars pledged 
is pledged by the United States. I am wondering if that percentage 
— compare with those other organizations that are represented 

ere. 

Mr. Strassen. Some are more favorable and some are the other way. 

With respect to infrastructure we are going to pay 41.6 percent 
of the total for all slices. In the United Nations I think we are cur- 
rently paying about 38 percent. 

Mr. Vorys. That is down to 35 percent now. 

Mr. Srassmn. In Korea we are paying much higher than that, of 
course, 

Mr. Benttry. The $70 million is for UNKRA, is it not? 

Mr. Strassen. Yes. 

Mr. Benttry. Do you feel these proportions can be justified ? 
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Mr. Srassen. It is like the old question of the community chest in 
the community. I mean, how much should the man with the greatest 
means contribute to the community chest? Or it is like the matter 
of a joint venture of another kind. It is a matter of judgment and 
a careful reflection as to how far you want to go. 

} think the Congress at times has put certain ceilings on—has speci- 
fied that American funds should not be used beyond a certain per- 
centage 7 a certain program. I think there is merit to that kind of 
approacn., 

" {r. Benttzy. Would we be able to get the percentages on these 
five various organizations? 

Mr. Strassen. We will get them up for you. 

(The information referred to is as follows :) 


UN ITED STATES SHARE OF MULTILATERAL PROGRAMS 


MULTILATERAL TECHNICAL COOPERATION 


United Nations Technical Assistance Program 


It has been the practice of the executive branch to limit the United States pledge 
to the United Nations expanded program of technical assistance for each of the 
first three financial periods of the program to approximately 60 percent of total 
pledges. The figures appearing on page 109 of the Mutual Security Program for 
Fiscal Year 1954—Basic Data Supplied by the Executive Branch refer to 
pledges for calendar year 1953, 'The United States pledged $12,767,145 toward 
this total, subject to the appropriation of the additional amount of $4,595,812 
previously authorized but not appropriated. This pledge represents 60 percent 
of the total amount pledged by all governments for 1953, 

The United Nations technical assistance goal for contributions for 1954 will 
be set by the General Assembly later in this calendar year. The goal set for 
1953 was $25 million, and it is assumed that governments will be asked by the 
United Nations General Assembly to contribute toward a total goal for 1954 of 
about the same magnitude. Governments have pledged a total of $21,278,575 
toward the 1953 program. Based on the assumption that pledges from other 
governments will be approximately the same for 1954 as for 1953, the fiscal year 
1954 bill requests $12,750,000 as the United States contribution to the calendar 
year 1954 program. This amount represents 60 percent of anticipated minimum 
pledges of $21,250,000 for 1954. 


Organization of American States (OAS) Technical Cooperation Program 


It has been the practice of the executive branch to limit the United States 
pledge to the OAS Technical Cooperation Program to 70 percent of total pledges. 
Of the $13,750,000 requested in the fiscal year 1954 bill for multilateral technical 
cooperation, the executive branch proposes to pledge $1 million to the OAS 
Technical Cooperation Program for calendar year 1954, with the above limita- 
tion. This amount represents 70 percent of anticipated pledges of approximately 
$1,428,000 for 1954. 

INTERNATIONAL CHILDREN’S WELFARE WORK 


During the 1950 session of the United Nations General Assembly, a decision 
was made to extend the activities of the United Nations International Children’s 
Emergency Fund (UNICEF) through calendar year 1953. United States con- 
tributions to the current UNICEF program are being made under a legislative 
provision which stipulates that these shall not exceed 3314 percent of contribu- 
tions from all governments, including contributions made by governments for 
the benefit of persons located within territories under their control. 

At its fall session of 1953, the General Assembly will consider the future status 
of the Children’s Fund and determine the nature and substance of any new in- 
ternational children’s welfare program for the period beginning January 1, 
1954. Since it is not possible at this time to anticipate what the new program, 
either in terms of content or financial needs, will consist of, the proposed United 
States contribution of $9 million cannot be related to a specific program total. 
The amount of $9 million being requested does, however, represent an approxi- 
mate continuation of the level of United States.financial support to UNICEF over 
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the past 3 years, if the Congress appropriates the remaining $9.8 million of 
authorized funds for the current UNICEF program. 


UNITED NATIONS KOREAN RECONSTRUCTION AGENCY (UNKRA) 


The United Nations authorized an initial program for UNKRA which calleq 
for a budget of $250 million to be met by voluntary contributions in cash and in 
kind from interested governments. The United States pledged $162.5 million 
toward this program, an amount which is 65 percent of the total initial budget 
The pledge was made subject to the availability of funds as appropriated py 
the Congress. As of June 30, 1953, the United States will have contributed ap 
proximately $51.5 million of its pledge to UNKRA, leaving .a balance of ap 
proximately $111 million. This latter amount is being requested ($71 million 
in cash and $40 million in pipeline supplies) for possible payment in the fisca) 
year 1954, during which year it is anticipated that UNKRA will complete its 
initial program. As of March 31, 1953, other governments had pledged $43. 
220,806 toward the initial program, and had contributed $12,860,631 of this 
amount. Additional payments approximating $6.5 million are expected from 
other governments during the last quarter of fiscal year 1953. 


MOVEMENT OF MIGRANTS 


The expenditures of the Intergovernmental Committee for European Migra- 
tion (ICEM) are divided into two major categories, administrative and opera 
tional. The ICEM budget for calendar year 1954 has not yet been set by the 
Committee. It is estimated, however, that it will be approximately $40,400,000, 
of which $2,400,000 is for administration and $38 million for operations. 

Contributions to the administrative expenses of the Committee are based on 
a scale agreed to by the governments concerned. The United States share is 
33%, percent, which amounts to $799,200 in 1954. 

Contributions to the operational expenses consist of the following categories: 

(a) Cash contributions to subsidized movements of migrants and refugees, 
the costs of which are not reimbursed to the Committee or are only partially 
reimbursed. 

(b) Cash payments in the form of reimbursements by governments or other 
bodies in full or partial reimbursement for movements which have been effected. 
These payments are sometimes made in advance against reiumbursements pay- 
able at a future date. 

(c) Credits to governments for services performed in the processing and re- 
ception of migrants, the expenses of which are borne directly by the govern- 
ments. Emigration countries are credited at a rate of $55 per migrant processed 
for movement, and immigration countries $20 per migrant. 

The total amount which the Committee must obtain from the above 3 sources 
in order to meet anticipated operational costs, covering the movement of 
approximately 140,000 migrants in 1954, is estimated at $38 million. Of this 
amount the United States would have available fcr contribution $9,200,800. The 
executive branch has administratively set the condition that the United States 
share of the operational expenses, up to the maximum availability of the con- 
tribution, will be proportionate to the actual movement of migrants accomplished 
as compared with the total provided for in the plan of operation and reflected 
in the operational part of the budget. 


Chairman CurrerrreLtp. Thank you very much, Governor, and god- 
speed on your trip. 

Mr. Strassen. I want to thank the committee and commend its mem- 
bers for their very intelligent and probing questions. We will en- 
deavor to follow these specific details through and furnish these re- 
ports. 

I also do want to say this final word to you. We have been going 
into this program very thoroughly with the President, and of course 
you saw his message of yesterday, and I would like to emphasize in 
closing that, while we are making important cuts, I do believe that 
our policies can be carried through suecessfully with the amount we 
have requested if we manage it carefully and get the cooperation of 
other countries and do not hit any very serious, unexpected situation. 
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If you wish, I will look forward to reporting back to you when 
we come back from the Near East and from South Asia. 

Chairman Currerrtetp. Mr. Vorys wants to ask one question. 

Mr. Vorys. It is not a question. I just want to say this. I find that 
in the European Study Committee, everything they had to say about 
infrastructure, has been marked secret. We have a very brief para- 
graph in this book on infrastructure. 

Before you leave town I hope you will plead with the military that 
if they want to get some infrastructure they had better get us into 
shape to be able to tell more about what it is about, how it has been 
doing, and so forth. So far it is so secret that it will be difficult to 
explain it. 

Mr. Stassen. We will ask the military to declassify as much as they 
think that they can. Of course I do hope that you feel that we should 
be very careful on publicizing plans on airfields 2 or 3 years ahead. 

If you make too much public the other side begins to figure, “Well 
now, how does that affect us in the future and how do we put in some 
interceptors and radar to offset that ?” 

With regard to amounts as contrasted to geographic locations, I 
think the Department of Defense could give you much more as to 
what is involved. 

I would say in this whole picture that it is tremendously important 
that we do not underestimate the capabilities of the Soviet Union as 
a military threat, and it is also of great importance that we do not 
underestimate the capabilities of military strength on the part of 
the free world. 

There are very substantial military capabilities in our own country 
and in our own great defense program and on the part of our friends. 

It is with a sort of a pose of confidence and determination that we 
can move forward together with some brightening hope, I feel, of 
coming through without the tragedy of a third world war. 

Mr. Jupp. Well, Mr. Chairman, I hope that Mr. Stassen and Mr. 
Dulles will, among all the other things you have to do, keep this con- 
stantly in mind: Iow to offset the Soviet’s moves in one place by 
countermoves in other directions and places. 

Here in Indochina we are being sucked into the same old game of 
dancing to their tune, running around trying to put out fires they 
start. We hastily put up $400 million extra, to put out a new fire in 
Southeast Asia that we Lae wag coming all these years, and we are 
not ready for it and we do not react elsewhere. 

Isn’t there some way that once in a while when they strike in one 
place the United States can find some way of promptly putting on 
pressure somewhere else? 

I‘think we should have opened up in Korea. That would have 
stopped advances in Laos. 

We e go around bleeding and bleeding and trying to retrieve some- 
thing after it is half lost. 

Mr. Zasiockt. I want to remind the governor that Dr. Judd and I 
are both anxiously awaiting the reevaluation of the Far East intelli- 
gence reports. 

Mr. Jupp. That is right. You will never get it. 

Chairman CurpeerFietp. The committee is adjourned. 

(Whereupon, at 5:10 p. m., the committee adjourned, to reconvene 
at 10: 30 a. m., Thursday, May 7, 1953.) 
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THURSDAY, MAY 7, 1953 


House or REPRESENTATIVES, 
ComMiTrer ON Foreign Arrairs, 
Washington, D. C. 

The committee met in executive session, pursuant to call, in room 
(-3, United States Capitol, at 10: 40 a. m., Hon. Robert B. Chiperfield, 
chairman, presiding. 

Chairman CuHrrerFieLp. The committee will come to order. 

We are glad to have you here, General Bradley. I understand you 
have a statement. You may proceed in any way you desire. 


STATEMENT OF GEN. OMAR N. BRADLEY, CHAIRMAN OF THE 
JOINT CHIEFS OF STAFF 


General Brapiey. Mr. Chairman, with the permission of the mem- 
bers I will read this statement and then I think we can cover most 
of your questions. 

Representing the Joint Chiefs of Staff, I am supposed to furnish 
you a strictly military viewpoint on the Mutual Security Program. 

(1) As to the military situation in the world, to the best of my 
knowledge and belief, there is no indication of any kind that the 
Soviet and Soviet-satellite military capabilities have diminished in 
the past year. On the contrary, there is every indication that the 
Soviets continue vigorously to develop and modernize the forces that 
they could throw against the free world. 

We believe that their atomic capability is rapidly improving. I 
know of no intelligence which reveals any change of attitude on the 
part of the Soviet Union or which would give us any reason to 
diminish, or slow down, or stretch out our preparedness effort. 

It may be of interest to you to know that the military chiefs of the 
14 NATO nations are of the same opinion. No evidence was offered 
at the recent NATO meeting of any reduction of the Soviet threat. 
The risk continues to be great. The possibility of war is still with 
us. Both conditions will exist as long as our defenses are relatively 
weak, 

(2) The military aid part of the Mutual Security Program is all 
important to the collective security of the free world. For several 
more years our allies—which we sorely need right now and in time 
of war if it occurs—will not be able to mobilize effective ground, naval, 
or air forces without a strong, continuing support, through a program 
of mutual security. To a large extent our security is dependent upon 
their security. 
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(3) The defense support funds in the present Mutual Security 
Program are also of tremendous interest to the Joint Chiefs of Staff. 
We consider them very important, especially in the NATO countries, 
These funds—for the long pull—are almost as important as the mili- 
tary end items to be supplied. The defense support.directly assists 
in the reestablishment of an adequate mobilization base and furnishes 
additional means for self-help among the producing nations. 

(4) In Paris last month, the Mi litary Committee of the North At 
lantic Treaty Organization acted on the recommendations of the an- 
nual review which set forth the defense effort being made by all the 
member nations. This isthe second annual review we have had. From 
the two reviews, I am quite convinced that the NATO nations are 
making as great an effort as can be expected of them under present 
conditions. They have pledged themselves to an increase in ground 
forces and in the number of aircraft they have planned for their own 
defense. 

I point to this as a sign of the continuing progress of the NATO 
collective defense and the continuing good faith of our allies. In 
order to more rapidly attain this collective defense, we should con- 
tinue our Mutual Security Program. 

(5) As you know, it is not the duty of the Joint Chiefs of Staff to 
fix the amount of funds to be requested for this program. As a basis 
for the whole Mutual Security effort, the Joint Chiefs of Staff have 
developed the force levels of all countries which we believe should be 
supported. These force levels are then used as a basis for developing 
the requests for funds. Each year’s increment is a step forward to- 
ward the final goal of sufficient forces to make the free world rela- 
atively secure in ‘the face of the threats which confront us. 

When the fiseal determination is made each year, we are then asked 
to divide up among the 4 titles and among the 3 services. On 
April 29, the Joint Chiefs of Staff received a memorandum from the 
Acting Secretary of Defense, Mr. Kyes, giving them the decision as to 
the amount that the Director of Mutual Security would request the 
Congress to authorize and appropriate for fiscal year 1954 military 
assistance activities. 

The Joint Chiefs of Staff were then asked to recommend the dis- 
tribution between military departments and titles of the amount to be 
available for materiel, and for training programs. 

This amount was considerably less than the amount we had contem- 
plated in our initial recommendation for the military assistance por- 
tion for the next fiscal year. However, I would like to make it clear 
that the Joint Chiefs of Staff support all of this program. From a 
strictly military viewpoint, we would like to have much more to help 
equip and modernize, and support, and maintain the forces our allies 
can be expected to mobilize. Without our help, their progress in 
attaining military sufficiency would be too slow. 

(6) I would like to emphasize that the three services, in planning 
the military aid for the NATO countries, have given emphasis to the 
improvement of existing units by filling their requirements, rather 
than by the creation of new units. 

General Ridgway supports this action. He wants to make the 
forces he has at his command as effective as possible. He also wants 
to be sure that the forces in his command have the adequate logistic 
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support to make them battleworthy on a sustained basis. In our 
opinion, this is sound planning which this program will implement 
toa great extent. 

(7) It may be of interest to you that during the maneuvers last fall 
in Germany, I saw some of our equipment being used by the French 
forces. The units I saw were taking excellent care of the equipment 
‘hey had and were making good progress in their training. I believe 
that this year’s maneuvers will show a further improvement in these 
units, and I would hope that some members of your committee could 
visit these maneuvers to see how well the units of the organization 
of the other nations are doing with the equipment we are helping 
yrovide. 

General Ridgway reports that by and large, much progress is being 
made in the state of training and preparedness of the combat units 
of the NATO nations who are receiving this assistance. In addition, 
our own military assistance advisory groups, who are assisting in 
the training of the Allied forces, are doing an excellent job. 

We have been furnishing military assistance long enough now to 
know that it is paying security dividends, I hope that you will con- 
tinue to give wholehearted support to this program. 

Chairman CurperFrecp. Thank you very much, General, 

At the suggestion of Mr. Vorys and one or two others with whom 
I have consulted, we have decided to reverse the process and start with 
the members at the other end of the table. I am sure at this end of 
the table there will be no objection. 

We will start with Mr. Bentley. 

Mr. Bentiey. Thank you, Mr. Chairman. I appreciate your con- 
sideration and that of the others in reversing the procedure. 

General Bradley, we are glad to have you here and the other gentle- 
man you have brought with you. 

I would like to ask one or two general questions, first : 

In the whole question of the military buildup of Western Europe, 
the idea is, I presume, to reach a satisfactory defensive position with 
regard to the Soviet and satellite armed forces. 

There is no question of putting the Western European forces beyond 
that position—that is from an offensive viewpoint, am I correct on 
that, sir? 

General Braptey. That is correct. 

We believe that the best deterrent to war is to have our defensive 
forces and a collective defense—that is where we all work together 
and pool our resources, that that can be attained and should be attained 
at as early a date as possible. 

There is no idea that we are going to take any offensive action with 
these forces. In fact, that is contrary to all of our democratic 
principles. 

We do not start wars, we defend ourselves when we are attacked. 
As you say, there is no idea of using these for aggressive purposes. 

Mr. Bentiey. With regard to the buildup of the Soviet and satellite 
forces, am I correct in believing that they are not increasing the size 
of their forces, but are engaged in a process of keeping them up to 
scratch ? 

(Discussion off the record.) 

Mr. Bentiry. One more question of a rather hypothetical nature. 
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Do you believe that the free European nations, if they did not have 
their present commitments in the Far and Middle East, would be 
able to defend Western Europe as of now? 

General Brapiey. If France was not busy in Indochina she could 
do more to furnish forces to the collective security of Europe, but | 
do not think that would be enough in itself. They would still need 
our help. 

Mr. Raaiie Even with German participation, it would still be 
insufficient ? 

General Brapigy. Yes, I think it would be, at the present time. 

I have always had the hope that someday—I do not know whether 
it will take 5 years, 10 years, or 20 years, if they are given that much 
time—these countries will be able to raise and support forces which 
will be not necessarily a complete deterrent to war, but at least a very 
discouraging factor for anyone starting aggression. 

Mr. Bentiey. From a military standpoint, what ratio of the de- 
fensive to the offensive forces, is considered satisfactory to maintain 
a satisfactory defense, roughly speaking ? 

Could you answer that, sir? 

General Brapiey. Well, any answer I would give you would be 
subject to various interpretations. 

Normally with a small attack, you say to take a position, you need 
about 3 to 1. However, in a large situation, the person who seizes 
the initiative, or has the initiative, may be able to cause a lot of trouble 
with even inequality in forces or inferior forces, if conditions permit 
them to have the initiative. 

I would say it would be very difficult to get a formula which would 
permit a person to take the offensive or be safe on the defensive, 
because of the wide frontages and mobility, and so forth. 

I might cite as an example, right after the Battle of the Bulge, so- 
called, in 1945, even though we were greatly superior to the Germans, 
we lost the initiative for a couple of weeks. They called the signals 
instead of ourselves. We quickly regained it, but even with inferior 
forces, for the time being, they had the initiative. 

Mr. Bentiry. Thank you, General, and Mr. Chairman. 

Chairman Currerrretp. Mr. Lanham 

Mr. Lanuam. Mr. Chairman, I, too appreciate the reversal of the 
order this morning although I always enjoy the questioning by those 
at the head of the table. 

General, I notice in the first paragraph, you say: 

I know of no intelligence which reveals any change of attitude on the part of 
the Soviet Union or which would give us any reason to diminish, or slow down, 
or stretch out our preparedness effort. 

Now, is it not true that this cut in the Mutual Security Program 
and in the agreements made at the NATO Council cut down our 
preparedness effort and stretch it out? 

General Brapiey. Yes, sir; but I understand that is not for military 
reasons, but for other reasons. 

Mr. Lanuam. Are not military reasons probably more important, 
and our military safety, than any other reasons could possibly be? 

General Brap.ey. Well again, that depends on time. 

If you are in a war, I would say “Yes.” In conditions such as we 
are going through now, the military advisers to you and your Gov- 
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ernment have always said, “We realize there are elements that have 
to be taken into consideration other than just purely military ones.” 

Those are economic, political, psychological, and so forth. We try 
to furnish the military advice and somebody else tries to furnish the 
other type of advice, and based on all of these elements, the Govern- 
ment makes the decisions. 

I am sure oe committee does not depend entirely on what we 
military people say. You have to take into consideration all the ele- 
ments involved before you write up your report and make a recom- 
mendation to the House. 

Mr. LannamM. Now the agreements on the military buildup that 
were made at Paris, to what extent do they change the goals as set 
by President Eisenhower when he was NATO commander? 

I have read the suggestion that it is really an abandonment of the 
goals he set or a greatly lowered set of goals. 

General Bravtey. The military committee, as you know, which is 
composed of the senior military representatives of each country, who 
sit in these meetings, with the help of the various commanders con- 
cerned, like President Eisenhower, when he was in command there, 
and now General Ridgway, try to determine the amount of forces of 
various types that we think are necessary for a proper defense of 
Western Europe or NATO, since we are talking about NATO. 

The forces required right now are probably beyond the capabilities 
of the countries to raise and support because at the end of the last 
war, these nations found themselves without adequate forces. Many 
of them had had their warmaking industries destroyed, they had lost 
all - Seal equipment so that they were starting more or less from 
scratch. 

A lot of our trouble has been in raising sufficient funds to buy the 
initial tables-of-organization equipment and get them started again. 
It is a sort of a capital expenditure. Even after you get it, of course, 
it will have to be maintained. 

AsI said a few minutes ago, I think that these countries eventually 
will attain these goals, and we hope that will be as soon as possible. 

The mere fact that we have slowed up does not mean to me that we 
have entirely abandoned eventually getting the forces necessary to 
deter aggression and furnish reasonable security. 

It has been interpreted that way, as you say, by some people as an 
abandonment. I hope this is not an abandonment but merely a slow- 
down to fit in with the economic situation of the various countries. 

Mr. Lannam. Do you think that the goals now set are realistic and 
will probably be attained ? 

General Braptey. I think the goals that have been worked out by 
the various commanders and by the military people are those that are 
needed. I do not know how soon they can be attained, but I would 
certainly hate to see us abandon them as goals. 

We set them up as requirements. Some people think that you ought 
to change your requirements to meet the capabilities, and we do not 
think that. 

‘ Mr. Lanuam. Well, that is what you have done, is it not, General, at 
aris? 

General Braptey. They have not yet said that the requirement 
paper which we put up is wrong. There has been a lot of pressure 
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by various people for the military people to change those require. 
ments, but we have not done so. 

We still say, “We still need these figures. If you cannot furnish 
them, we are taking that much calculated risk in the meantime,” but 
we have not changed our requirements, 

Mr. Lannam. The situation has apparently degenerated rather rap- 
idly in Indochina. Can you give us some idea of the military situa- 
tion there? 

General Brapiey. Yes, sir; I can. 

I have a map here which shows that, if the committee would like to 
see it. 

This is a map showing the recent action, and if you want that re- 
lated to the other areas, I will have to bring in another map. 

(Discussion off the record.) 

Mr. Roosrverr. General, do you want this recorded ? 

Mr, Vorys. Will you give us a proper pronunciation of Laos! We 
were told by the radio commentators that it was L-o-u-s-e, and now 
we have Secretary Dulles saying L-a-o-s-e. 

General Brapiey. Sir, I am not an authority on that. If it is all 
right with you, I will call it L-o-u-s-e. 

‘Chairman CHIPERFIELD. General, Mr. Roosevelt raises a question. 

Do you want this taken down ? 

General Brapiey. It does not make any difference, I doubt if this 
helps your record much, because it is so hard to read anything if you 
do not have the map in front of you. 

I would suggest you leave it off. 

(The then following remarks were not reported.) 

Chairman Currerriecp. Mr. Prouty. 

(Discussion off the record. ) 

Mr. Provry. If World War III should break out tomorrow is it 
your opinion that our strategic Air Force could cripple Russian in- 
dustry ? 

General Brapuey. I think they could cripple it very materially. 

Mr. Proury: If we can destroy Russia’s industrial capacity and 
assuming that Russia did overrun Europe, she would not acquire an 
industrial complex equal to ours and she could have a very difficult 
time organizing a sound economic, industrial and military structure 
there. 

General Braptey. Maybe I misunderstood your question awhile 
ago when you used the word “destroyed.” 

That, of course, is subject to relativity. 

You never destroy everything. We found that out when we bombed 
Germany. You can destroy a certain percentage of an industry. You 
never can destroy all of it, nor can you destroy all of the supplies 
they have stockpiled somewhere. I think my figures are about correct. 

Let us take steel, for example. As I remember it, Russia is now ap- 
proaching a capacity of some 50 million tonsa year. It was then 30 
and I think they are building toward 50. Whereas the steel capacity 
of all of Western Europe, including Germany and England, runs, as 
I remember it, over 60 million. 

You have about 240 million people in these countries which might 
be overrun. 

Unless you can stop them from coming over and taking over that 
60 some-odd million tons capacity and keep them from taking con- 
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trol of the know-how and industrial capacity, you have not accom- 
plished } your purpose merely by knocking out the industrial capacity 
of Russia, itself. 

Furthermore, if you let them overrun all of Europe and we would 
soon find ourselves so isolated that our standard of living would cer- 
tainly be very quickly affected. 

We would lose a source of a lot of our raw materials and so forth. 

We just feel we cannot afford to let Russia or any other country 
overrun our friends in Western Europe. We feel we must build up 
these sec urity forces to a point where we can prevent that. Do it by 
two ways : One, going after their industry and ability to carry on war, 
and next by stopping that initial onrush. We feel we must do both. 

Mr. Proury. Do you feel economic or political factors should be 
considered in the awarding of offshore procurement contracts? 

General Braptey. I do, yes, sir. I think all of these elements come 
into it. I have always been in favor of a certain amount of help being 
given to these people to rebuild their industries, their warmaking in- 
dusties—that is their equipment-making industries, so that they can 
eventually take this over themselves. We cannot keep on shipping end 
item equipment over there forever and also maintaining it. 

They must start making some of this and they must certainly start 
making the necessary spare parts to maintain it. 

That is a military angle. 

From the economic angle, this offshore procurement and helping 
them to get these industries started keeps them in my opinion from 
tending toward communism. 

When we first started aid to France and these other countries about 
6 years ago, the situation was deteriorating rather rapidly. A man 
in France has to pay a whole week’s salary to buy a pair of shoes 
and other things correspondingly. He soon decides, “Well, we are not 
getting along very well under this system, let’s try some other. Let's 
try communism a while.” 

They do not realize that once you have tried communism, you can 
never pull back. At any rate, he is ready to try something else to 
better his economic situation. 

In getting industry started, you also encourage these people in their 
own countries and their former governments, and keep some of them 
from going Communist, where otherwise they might do it. 

I think it is quite important from more angles than just military. 

Mr. Proury. I would just like to make this observation. I do not 
think your views are in accord with the policy of the Defense Depart- 
ment, with respect to offshore procurement. 

General Brap.tey. I do not know wherein it differs. I know I have 
been feeling that way for some time. Maybe somebody else feels 
differently. In giving my answer to that question, I am giving only 
my own personal opinion. 

Chairman Curperrrecp. Mrs. Kelly 

Mrs. Ketry. Thank you, Mr. Chairman. 

General, from your statement I gather that there is a complete 
reversal this year in the method that was arrived at for this program. 

You say here on the 29th of April, the Joint Chiefs of Staff re- 
ceived a memorandum from the Acting Secretary of Defense, and so 
forth. 


83064—53——16 
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It was my understanding last year that the recommendations came 
from the field in to the Joint Chiefs of Staff and then they cut as it 
went down. This year, you received a recommendation under which 
you must fit in the programs. 

Am I correct ? 

General Brapiey. I am sorry. I have probably created a wrong 
impression. 

Vhat happened was, back earlier in the year, we were told to draw 
up a program based on a larger figure. We based that larger figure on 
the information we obtained from the field. Now when we got this 
directive on the 29th of April, I think that was the date, cutting down 
that amount, we did not have time to back to the field so what 
we did was to take the other figure which was recommended and cut 
it down in proportion to the new figure which they gave us as being 
available, or what they were going to put into this bill for this year, 

We did not have time to go back to the field, but it was based on 
the factual reports upon which we had based the previous recom- 
mendation back in January. 

Mrs. Ketiy. What was that difference; could you tell us that? 

General Brapuey. I think it was about $1.8 billion. 


STATEMENT OF GEN. GEORGE C. STEWART, DIRECTOR, OFFICE OF 
MILITARY ASSISTANCE, DEPARTMENT OF DEFENSE 


General Srewart. It was about a billion dollars on the military 
side. 
Mrs. Kextiy. Could we get the recommendations that you hoped to 


have in this program ? 

General Brapiey. Yes. Actually what we did, Mrs. Kelly, because 
of the short time in which we had to do it, having worked the first 
figures out very carefully, with a percentage going to each country 
and to each service, what we did was take a percentage reduction of 
all those figures in Europe, because we had already decided on the 
relative readiness of the services in the various countries. 

Now, if we cut down the amount, we decided the best way to do it 
was to give the same percentage to these various countries in titles, on 
a percentage basis. 

Mrs. Keiiy. You cut on a percentage across the board ? 

General Braptey. We had the relative percentages in the various 
countries for the various services. If we could not do all we hoped 
to do this year, we would just take the percentage. 

It was based on the same information that we used in working up 
the first figure in January. 

Mrs. Keiuy. You are speaking of the Mutual Security Program, is 
that correct, and not the defense of the United States? 

General Braptey. We are speaking of the Mutual Security 
Program. 

Mrs. Keriy. Are you satisfied that this calculated risk could be 
taken in view of the situation in Europe today ? 

General Braptey. From a military point of view I would like to 
see us do just as much as we possibly can. In fact, I wish we could 
do more than we are doing here. 

Mrs. Ketiy. You say we could damage Russia. In case of a sneak 
attack are we prepared in the United States? 
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General Braptey. There is no absolute defense against a sneak at- 
tack that I know of because there are too many ways that it could 
be done. 

Mrs. Ketiy. Are we planning for that? 

General Braptey. I think we are doing several things to lessen the 
chances of a sneak attack; yes. 

Mrs. Ketiy. What are they? 

General Braptey. Well, 1 can mention some of them. Some of 
them I would rather not. 

Mrs. Ketuy. I am sorry but I would like that phase discussed. 

General Braptey. May we go off the record again ¢ 

(The then following remarks were not reported.) 

Chairman Currerrretp. Mr. Adair. 

Mr. Aparr. General, along that same line, do the Russians have 
planes now capable of delivering the bomb over our industrial centers ¢ 

General Braptey. Yes, sir. We believe that their TU-4’s can reach 
any part of the United States on a one-way flight. They cannot 
come to some of our industrial targets and return to Russia. 

Mr. Provury. It is thought that they have an adequate supply of 
that type of plane. 

General Brapvtey. They have enough to deliver a considerable 
attack. 

Mr. Proury. In some quarters there is speculation as to the reli- 
ability in the event of attack of some of our European allies, specifi- 
cally the French. In other words, some people say, “Well, if we 
extend this aid program will they be with us? Will the French stay 
with us in the event of a severe attack?” 

Do you have an opinion on that point? 

General Brapitey. Yes, sir. I believe they would fight if they 
thought they had a chance to win. 

May we go off the record ? 

(The then following remarks were not reported.) 

Mr. Provry. To what extent in that connection would the relatively 
high ratio of Communists in the country interfere with the military 
effort, as you see it ? 

General Braptey. That is hard to estimate. My guess is—and I 
have stated it before—I think a lot of the Communists in France are 
people who would not fight against the French. 

While there is a 25- or 30-percent Communist vote, I think a lot 
of those people would actually fight for France in a showdown, unless 
Russia was able to make it appear that she was the victim in whatever 
started the war. 

May I go off the record ? 

(The then following remarks were not reported.) 

Mr. LeCompte. General, I have just one question. In our efforts 
to attain adequate defense in the event of an attack that would consti- 
tute world war ITI, does it seem to you that we are getting a coordi- 
nated effort by the nations of Western Europe so that in the event 
of attack the ground forces and the air forces and the naval forces 
of the several nations would cooperate and coordinate their efforts 
as well as the forces of one country would ? 

General Braptey. Yes, sir. I don’t question that part of the 
cooperation. 





238 MUTUAL SECURITY ACT EXTENSION 


Mr. LeComrpre. It seems there would be difficulty in troops of 
several nations in the same command. 

General Bravery. No, sir; I don’t think that would bother you 
because the forces that make up that army are in general helping 
protect their own country. 

(Discussion off the record.) 

Mr. LeComrre. That isencouraging. Did I understand you awhile 
ago to say that when we attain our goal of adequate defense—of 
course, it costs a great deal of money to maintain that goal—that 
some of those countries would still have to have some help from this 
country, in your opinion ¢ 

General Rosnetts I would hope that eventually they could take 
over all of it. I don’t know how long that will be, maybe 5 years, 
10 years, or 20 years, if we reach this place where we have sufficient 
troops to make war so unprofitable or doubtful that we think Russia 
‘won't start it; but I would hope that, at some point in there, that 
point would be reached. 

Chairman Cutprerrirevp. Mr. Burleson. 

Mr. Burieson. General Bradley, for the record—and I assume this 
to be proper for the record—the indications are that in an attempt to 
balance the budget and do other things in connection with our general 
economy, we are going to reduce somewhat the estimates for pre- 
paredness in this country. 

Are those estimates based on Western Europe receiving the full 
amount provided in this bill ? 

General Braptey. It is my understanding that it was decided that 
we must cut down total expenditures and total appropriations; and, 
therefore, they reduced not only the appropriations for our own 
defensive forces but reduced the amount they are asking for military 
aid. 

Mr. Burteson. Well, the point is, General Bradley: Is it a correct 
statement to say that funds requested for military purposes in Western 
Europe are necessary for the defense of this country and that, unless 
that amount is provided in this legislation, it would be necessary to 
add a comparable sum or a comparable effort in our home defenses? 
The two are correlated, I assume ? 

General Braptry. They are correlated, but I don’t believe that was 
involved here, necessarily. We believe that the defense of Western 
Europe is also the defense of the United States. 

If you are going to cut down the amount you are going to spend in 
any 1 year, we hope they are not forgetting that the requirements are 
still out there and we hope to attain them sometime, but we are just 
saying, “We won’t go as far this year as we had hoped to go because 
of economic reasons.” 

But to say if you are going to cut one you increase the other one, or 
vice versa, it doesn’t necessarily hold. 

We think this is a proper relationship between what we are doing at 
home and what we are helping our friends do abroad, the way it is 
set up now. If this is a total effort that we can make—— 

Mr. Burteson. If we didn’t make the effort in Western Europe and 
didn’t provide the military assistance proposed in this past legislation, 
then it would certainly be necessary that we do something here io 
further defend this country against all comers, would it not ¢ 
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General Braputry. T would like to answer that in a general way. 

If we were going to give up the defense of Western Europe and just 
let it go I would say yes; we'd better get busy at home and do a lot 
of things we are not doing now. I would hope, however, that that is 
not an alternative. I don’t think it is. 

| think we must have our security forces at home and we must help 
defend over there because, as I say, that in itself is a defense of the 
United States. 

Mr. Burteson. The point of my question is: Selling this program to 
the American people again and again, as we have had to do year 
after year. It 1s becoming more difficult. 

Chsitenme CureerFietp. Mr. Fulton. 

Mr. Fuuron. I would like to thank the General for coming to our 
committee. When he says he has confidence in our committee, I would 
like to say we have confidence in him. 

When we have had all these difficult times and when it has looked 
like the policies haven’t been exactly right at home, nevertheless there 
has been no home destroyed in the United States, Western Europe 
so far has been safe, Africa has been safe, so that the job of security 
has been well done. As a citizen I would like to tell you that I think 
you have done a good job. 

On this cut that you speak of in percentage, would you tell us what 
that percentage cut was from your original estimates? 

General Brapiey. If we originally had $8 billion which we had 
distributed by service and by country : after careful study of the reports 
coming in and we were told to cut it to $6 billion, what we did was 
take three-fourths of what. was alloted to each service in each coun- 
try in Europe for this new figure, because we felt our distribution on 
the $8 billion figure was done after very careful study to try to get 
each of these countries and each of these services coming along with 
equal ability to carry out their mission. 

If you are going to slow that down by one-fourth and put it off 
to another year, we felt the most equitable and certainly the quickest 
way to do it would be just to take three-fourths of it. 

That is how we reduced these figures from the original recom- 
mendations to this one. 

Mr. Fuutron. May I point a distinction out to you in certain areas 
which might have a relevancy on your method of cutting. For ex- 
ample, in Western Europe, according to advices, we have no foresee- 
able time within which we might expect an attack. With the develop- 
ment of the events in Indochina, however, we can look ahead and have 
some good reason for expecting that there will be further attack on 
that point at a certain time, namely, in about a year. 

If the cuts have been made across the board, do you think it might 
be within the realm of the committee’s discretion in some areas to 
restore, when we can see the danger is more, to pinpoint on a weak 
spot, so that the calculation isn’t just on an arithmetic percentage ? 

General Bravtey. I am sorry. I was talking about NA’ TO 
countries. 

I don’t know how the figure was cut down on the titles in these 
other countries. I am talking about, primarily, the services in these 
particular countries over here. I don’t happen to know how it was 
done on the others because, you see, the military did not reduce it by 
titles. Let me check and make sure that that is correct. 
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General Stewart. We gave you the totals and you broke it down 
by titles and services but not by countries. 

Mrs. Ketiy. That question was in line with my questioning. [ 
don’t know whether I made it clear that I wanted those original esti- 
mates. I had requested that before. 

Mr. Futton. I am trying to determine how broad the base was, over 
what area is covered, and secondly, the arithmetic method of cutting it. 

Mrs. Ketiy. The general gave us that before. 

Mr. Futon. Not quite. 

General Brap.ey. We can get down to the details of this with 
General Stewart. 

Mr. Fuuron. All right. 

General Braptey. When we rebroke this one down, we rebroke it 
down by titles and service. Now, we didn’t actually put in this same 
bill the breakdown by country in NATO, but that will naturally fol- 
low, you see, as we go through the year and find out how they furnish 
their forces, and so forth, and if they furnish them the way we orig- 
inally planned it will undoubtedly be done on a permanent basis within 
the countries. 

There is a flexibility in the bill which would permit you to shift 
some from one country to the other. 

Mr. Roosrveir. Will you yield at that point for one question ? 

Mr. Fuuton. May I ask something on NATO, and then I will be 
glad to yield. 

The question that came up here as to the degree of the integration 
of the forces of Europe, even though they were separate forces—I 
had asked questions on that last year. 

In addition, I had asked on the correlation and standardization 
of arms among the various countries. 

If you could let us have some short statement on each of those points 
later, it would be appreciated. 

For example, the Dutch wanted to build cruisers and we did not want 
them to build cruisers because they were not necessary, because the 
United States already had the ships. We should have the correlation 
of the forces as they now stand and the integration of the forces into 
a fighting force as it now stands, for the protection of Europe, and 
also the standardization of arms programs, 

mee Brapiey. Is that a different subject you are getting onto 
now 

Mr. Fuuton. Yes. 

General Braptey. Could I comment on the one you just asked about 
because I am not quite sure about it. 

AsI understand it, you are asking now for a breakdown of the forces 
of each country, which is a NATO matter, you see, and I would hesi- 
tate to give you the forces, a breakdown of all the countries. 

Mr. Foxton. I am asking, really, for the degree of how the forces 
are fitting together. 

For example, one country would want a full slice of the division 
as well as full individual air force, and full sea power. How far are 
we going toward getting the nations to aim at a total concept of a 
defensive force rather than toward separate forces in each country 
with a full slice in each country ? 

General Braptey. Well, I think I can answer that. Maybe it is not 
all you want. We look at these forces we are going to support as 
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those which are actually NATO forces and we are not proposing in 
here to furnish aid to purely national forces. 

They put-pressure on us all the time to get national forces included 
in the NAT goal and we would not stand for it. 

Mr. Fuuron. That is what I mean. It is a good point. 

General Braptey. That is why I think I can answer it for the whole 
committee. 

(Discussion off the record.) 

Mr. Fuuron. And the countries are accepting that position from 
us! 

General Braptey. Well, yes, sir. Two or three of them did not 
like to accept that, but we think you cannot do otherwise. ; 

For example, suppose we threw all our local defenses of the United 
States, Canada, and Alaska and all the rest of them into this pot and 
had to list them all. It would be such a long paper and so compli- 
cated, no one could make anything out of it. 

We feel we must confine these force goals to those that are used for 
NATO purposes, collective security and those that are-needed to de- 
fend ports and cities, like antiaircraft, internal security, shore escort, 
and so forth, that that should be a national responsibility not in- 
cluded in NATO goals and therefore, this aid should not go toward 
those, but should go only toward NATO goals. 

Mr. Fuuron. We ran into some backwash of complaint on that 
policy when we were in Europe. 

General Brapiey. I am sure you did, and it came up with at least 
three nations in our last military committee meeting. 

Mr. Furron. I yield to the gentleman from New York. 

Mr. Roosrvett. General, the military allocation by areas, is that 
allocation the same now in this bill as it was in your January estimates? 

The reason I ask it is that it appears to me that there has been a 
considerable shift from Western Europe to the Far East. This brings 
up the whole question of global strategy as to whether our original 
objective to make Europe secure—to lock the back door thereby—and 
then have a free hand in the rest of the world—a.freer hand in the 
rest of the world—is not being put overboard for a more generalized 
owe 

reneral Brapiey. I have those figures here in front of me. I have 
not got them worked out percentagewise, but I have them here by title. 
This is going to be furnished to you in written form for the record. 

Mr. Roosevetr. Then can I ask you the more general question: 
Does this bill contemplate a shift in the general strategy approved 
by the Joint Chiefs which I understood was to hasten the defense of 
Western Europe to give us a freer hand in meeting the aggressive 
acts in other parts of the world? 7 

General Brapiey. As I say, I am speaking a little bit cold on this 
thing because the Joint Chiefs took this action while I was at the last 
NATO meeting and while I have studied into it as best I could, I 
have only been back a couple of days and if I am showing a little 
confusion, I ask your pardon. 

In looking at it here, it looks like the title ITT was reduced much 
less than the rest of them and I will read you the figures to illustrate it. 

You can either.take these down or this will be furnished to you any- 
way and we can put it down later if you want to. 

Mr. Furton. Could we not get a summary of this? 
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Chairman Cutperrrerp. It will be furnished later. 
(The information referred to is as follows :) 


The Mutual Security program, fiscal year 1954 budget requests‘ 
ee of ewe 


Jan. 9, 1953 
budget 
message 


Current .|°. Pergent 
request chang 


i 
Military assistance program $5. 496 | 
Materiel and training programs ‘ 5.235 


Europe 3. 8802 
Near East and Africa d | = 
Asia and Pacific pnent < » 
Latin America . | 020, | 


Other (infrastructure, facilities assistance, administration, 
etc.) Sas ; | . 261 


1 Excludes local currency. 
2 Includes funds for Spain. 


The distribution of funds by title within the imposed dollar ceiling was based 
on the recommendations of the Joint Chiefs of Staff to reflect basic military 
considerations. Certain adjustments to the military recommendations were 
made by the Director for Mutual Security. 

(Discussion off the record.) 

Mr. Zasiockt. I am prompted to ask whether American aid alone 
will satisfy the needs to effectively combat Communist effort in Indo- 
china. Because of the evidence, would it be advisable that the United 
States train the Vietnamese ¢ 

General Brapiey. I think military aid furnished them will help, 
but if I might go off the record, I will try to answer your question 
more fully. 

(Discussion off the record.) 

General Brapiey. I think we all realize that a lot of their popula- 
tion is apathetic to say the least, because the Vietminh will get whole 
regiments behind the line of French-held positions and get back in the 
Tonkin Delta. Whole regiments of them. _ Lots of times they disap- 
pear in the daytime and only operate at night, but there is an infiltra- 
tion there which they have not been able to stop. 

Of course, as you say, that is made more feasible by the fact that 
the population is either friendly to them or at least apathetic in re- 
porting it to the authorities. 

Mr. Zastockt. Thank you, Mr. Chairman. 

Chairman Cutprrrrretp. Mr. Merrow 

Mr. Merrow. General Bradley, in our report on Indochina, the 
study mission stated they thought some pétlettlaratiog should be given 
to giving some of the aid directly to the Vietnamese. 

I am glad that is under consideration because it would seem like 
that. would increase their courage and their willingness to struggle 
for their independence. 

Tn connection with this whole situation in Indochina, is there any 
indication that the large number of Chinese troops that are across the 
border from Vietminh may some day move in ? 

General Braptey. The Chinese? 

Mr. Merrow. Yes. 
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General Brap.tey. There is always that possibility, but that would 
it an entirely different complexion on the fighting in Indochina, if 
the Chinese moved in openly and participated in the form of combat 
units. 

Mr. Merrow. Well, it would seem to me that all of this talk about 
peace on the part of the Communists is simply a change in tactics and 
no change in strategy at all, in achieving long-range objec tives. 

I am wondering if we might not find : some morning, that we have 
the same situation we have in Korea, that if the V ietminh get pressed 
and it looks like the French and the Vietnamese might win, that those 
armies might move in there. 

(Discussion off the record.) 

Mr. Carnanan. Do you think that setting a date by the French, 
where the local people might get self-government, would be sufficient 
to satisfy the local people ¢ ‘If they would say 10 years from now 
on a certain date ¢ 

General Brapitey. I am afraid I am not qualified to answer that. 
It worked very well in our case in the Philippines. I believe we said, 
“Five years from now you will get your eemeinnan and we grad- 
ually trained people to take over. I should think something like 
that. would work here. 

How long a period you could make it, I do not know. There may 
be some members of your committee who had a chance to look into 
this who could answer this a lot better than I could, sir. 

Mr, Carnauan. I would like to pursue Mr. Burleson’s question a 
little further : 

In arriving at the figure $5.8 billion for our foreign-assistance pro- 
gram, did you take into consideration at that time then, that that 
figure would require a rather definite figure for our own defense 
efforts, and had you not made a reduction in the foreign-aid program, 
would then our own defense efforts perhaps be set at a lower figure ? 

General Brapiey. You must remember that we did not set these 
figures. The amount to be allotted for, or asked for in the military 
ald bill, the amount to be asked for by the Defense Department, was 
determined not by the military, but was determined by the civilian 
heads of the Government. 

Mr. Carnanan. Is it your feeling that placing the figure for our 
mutual defense spending at $5.8 billion, has that reduced the mutual 
defense effort to a dangerously low point? 

General Brapiey. It is hard to define what would be a dangerously 
low point. If I might, I would rather answer it in a general way. 

We think we ought to attain a certain security level as soon as 
possible. From a military point of view, we would like to do it very 
quickly. 

We realize there are other factors entering into this which would 
make it impossible for us to do it very a I think any slowing 
down of it means you are just taking a little additional risk. 

Perhaps I should not say, “little’—you are taking additional risks 
and not attaining your security goals as soon as you otherwise might 
if you increased your amount. 

Mr. Carnanan. Do you believe that the risk is increasing to a 
place-where-it is really reaching a dangerous point / 

General Braptey. I would not know how to define the danger point. 
There is always a danger of attack and aggression against us. It is 
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pretty hard to say what is on one side of being dangerous and how 
much it would have to be increased to be not dangerous. 

I think there is always danger of aggression until our forces are 
strong enough to put up a defense against Russia to the point where 
she has a doubtful chance of winning. 

Mr. Carnauan. Would you feel that any further reductions would 
unnecessarily increase the dangers? 

General Braptry. I think any further reduction increases the 
danger, certainly. The faster we get these forces built up, both our 
friends and our own, the safer we are going to be and the less we 
are going to have to fear a war. 

Mr. Carnanan. Is it your feeling that at least some of the reduc- 
tion will have to go as an increase in our own military efforts? 

General Brapiey. Well, I could only say that in my opinion we 
ought to do both. If you reduce one and not increase the other, you 
are taking that much more chance. The amounts actually set, how- 
ever, as I say, are determined on reasons that are other than military 
and I think someone else would have to answer that question. 

Mr. Carnauan. That is all. 

Chairman Currerrretp. Mr. Smith—— 

Mr. Smirn. General, I have a question on offshore procurement. 

I think most of the members of the committee are sold on the idea. 
A study mission was in Europe a few weeks ago. Is it true that MSA 
has a Procurement Division in operation at the present time in 
France ? 

General Brap.ey. Yes, sir; they have an office in Paris. Just what 
their functions are and how it is tied in with the other procurement 
functions, I am sorry I cannot answer. 

In my job, I am not mixed up in procurement in any way. As tothe 
details, I cannot answer. 

Mr. Smrru. The question I have is, Why should not that activity 
be placed on the military side, rather than have it in MSA, in the 
interest of efficiency and economy ? 

General Brapiey. If you will remember, the setting up of MSA was 
the suggestion of Congress. 

Before that we were handling it between State and Defense. It was 
your body who set it up, and I do not question it. 

Mr. Carnanan. Do you think that a suggestion that the aid be 
channeled through the local people would cause them to pull out? 

(Discussion off the record. ) 

Chairman Currerrrevp. Mr. Battle—— 

Mr. Bartrix. I am glad to see you again, General Bradley. 

I am wondering if the No. 1 objective of this legislation corresponds 
with the No. 1 objective of the Joint Chiefs of Staff, insofar as Europe 
is concerned, and, if so, what is that No. 1 objective in Europe? 

General Brapiey. I would say it contributes to our objective. Our 
objective is to build up these forces as rapidly as possible, and we 
think that we have to keep giving them aid until they attain that 
agreement. 

Mr. Barre. Is the first objective in Europe the building up of the 
EDC, or the Army of Western Europe? 

General Brapiey. The military objective is to get these security 
forces. We do not believe they will ever be effective without German 
participation. 
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Mr. Barrie. You are talking about the collective security forces? 

General Brusptey. The collective security forces of NATO, which 
I understood to be your question. 

Mr. Barrie. That is right. 

General Braptey. We do not think they will ever be effective until 
you get German participation. 

* You can get that either through this European Defense Commu- 
nity—the EDC arrangement—or you could get it by making Germany 
a member of NATO. 

My first reaction when this first came up was to take them in as a 
member of NATO. However, that was unacceptable. As you will 
remember, our Government laid off and sat on the sidelines and did 
not press the matter for a while until it became apparent to some that 
the only way they were ever going to get West Germany in was 
through EDC and not through direct participation as a member. So, 
we did switch over and supported EDC as being the thing that we 
thought would be acceptable politically to France and some of the 
other nations and would accomplish the purpose. 

(Discussion off the record.) 

Mr. Batriy. You think our No. 1 objective in Europe should be 
directed toward the establishment of these collective military forces 
for defense ? 

General Braptey. Now you are talking about under a command or 
under EDC? We already have them under one command, under 
General Ridgway. 

Mr. Barrie. Well, under EDC. 

General Brapiey. Getting them together under EDC is merely a 
means of getting them supported as forces under General Ridgway’s 
command and getting German participation. The biggest military 
thing to be accomplished by EDC is German participation. 

I don’t think EDC is going to materially affect the participation of 
the other countries in it, except Germany. 

Mr. Batriz. Thank you, Mr. Chairman. 

Chairman Currerrrep. Mrs. Bolton. 

Mrs. Bouton. I have two lines of questions that I would like very 
much to ask. 

You say that our goal is to give us as much strength as required for 
the protection of the world as soon as possible. 

I do not want to cry over spilled milk, but I think we should re- 
member that the Congress appropriated money for a 70-group Air 
Force which the administration didn’t see fit to use. 

I think it 1s also pertinent to remember that we have been told up 
in this committee over and over again in the last few years that the 
Army was not calling upon the production of this country to the extent 
that it could well do; that comparatively few factories were being used 
and those factories were being used at a slow pace; that the adminis- 
tration’s story to the people was, “You can have all the radios and 
refrigerators you want. We do not want to upset the balance but 
must keep the people happy and thinking that the world is a beautiful 
place to live in.” 

Now, it seems to me that this is a momen’ when those things should 
be remembered in the whole discussion, and that the problems we are 
facing today have in large measure grown up out of such a policy on 
the part of the administration. 
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We have supposed that there was a stockpiling program. Where did 
that go to? 

We are told constantly to have no fear of Russia, as she can produce 
only 50 million tons of steel a year. All right; we produce 117 million 
to 119 million tons, Mr. Fulton tells me, and he is from the steel 
district. 

But Russia hasn’t been using her steel for refrigerators and radios 
and all the rest of it. Russia has been stockpiling what she has pro- 
duced and she has been using it for military purposes. What knowl. 
edge have we of how much she is stockpiling and how much she has 
there? Maybe she has a great deal more than we could possibly pro- 
duce in a hurry with our factories at the slow speed that they have 
been accustomed to since 1946. I am deeply troubled over this situ. 
ation because I think that the people of this country should have the 
truth about these things. They should know what really is before 
us and the reasons why some of these things present themselves. 
“Ts it possible?” is the big thing in my opinion. Is it in yours? 

General Braptey. In answering that, may I preface it by saying 
that I am nonpolitical; so, I am ready to serve anybody who is my 
commander in chief. 

I assure you that the cutting down of the groups which Congress 
authorized from the 70 was not a military decision; neither was the 
cutting back of this Mutual Security thing from one figure to a lesser 
figure a military decision. 

It was my understanding that the administration cut down on the 
70 groups for the same reason that the present administration is cut- 
ting back from what we would like to have in a military way now: 
for economic reasons. 

Mrs. Bouton. And what was that? 

General Braprtey. That was my understanding. 

Mrs. Bouron. It wasn’t ours. 

General Brapiey. Please don’t misunderstand me. I am not try- 
ing to criticize either one of the decisions. 

Mrs. Bouron. I am bringing it out as background for the general 
discussion of this committee. 

General Braptey. We are always trying to show the miltary reasons 
why we need certain things. We realize that other things must be 
taken into consideration—the economic situation and so forth and the 
balancing of the budget. 

Mrs. Borron. And that comes under the definition of the word 
“possible,” doesn’t it? 

General Braptey. As I say, I want you to understand I am not criti- 
cizing that cut or this cut. We accept it. We play onthe team. We 
make our recommendations realizing that other things come into it, 
and we argue our best until the decision is made, and when the decision 
is made we must help carry it out, because that is the decision. 

Some people think and have so stated that if we disagree we should 
resign. Well, we would have a very small service if everybody re- 
signed every time they disagreed with some decision. 

Mrs. Ketxiy. Will the gentlewoman yield? 

Mrs. Bourton. Not at this minute, until the General finishes his 
statement. 
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General Braptey. You brought up the old question of “Butter and 
suns at the same time,” that we did not expand as fast as we could. 
~ | would like just to point out twothings. You mentioned the Army. 

In the first place, the Army got very little in the way of appropria- 
tions from the end of the last war up until about.3 years ago; so they 
didn’t have much to buy. But starting with Korea—and when you 
did give them more money, they st: urted to expand the war industry ; 
and if you will check you will find that we expanded more in produc. . 
tion of war materials around 1951 and 1952 at a greater rate than we 
did at any time during World War II. In 1 year, there, we expanded 
our war production by about 2.2. In other words, we more than 
doubled it in 1 year. ‘That was as well as we did in any year during 
the war when we were actually fighting. 

Mrs. Botton. May I say I am not criticizing the Army at any point. 
Iam trying to clarify definitions and background. 

General Braptey. It is true that a lot of people were saying that 
we were not making a great enough effort, but I do point out we did 
accomplish quite a bit when we more than doubled war materials. 

We have been criticized for not coming up here and asking for 
funds when Korea started and even trying to increase at that time 
at a greater rate. 

General Marshall, who had had a lot of experience at that time, dur- 
ing World War II, pointed out that if you tried to increase too fast 
you really lost ground instead of gaining it. We tried to increase 
our produce tion and tried to increase our forces at a rate which would 
give maximum efliciency. I won't try to say we didn’t go fast enough 
or not, but I am just pointing out that we did make pretty good 
progress. 

As for the stockpiling, I would like to answer that off the record. 

(The then following remarks were not reported. ) 

General Braptey. On Russia and her production and using steel for 
military purposes, she kept right on using about 15 percent of her 
national production after the war for the military. We cut on down. 
That gave them a tremendous start on us. Now we started in 2 or 3 
years ago rebuilding our war industry, and we are devoting about 15 
percent of our national product, as I understand it, to defense; so 
we are doing as well as they are now. 

May I now go off the record ? 

(The then following remarks were not reported.) 

General Brapiey. I may not be qualified to speak on it, but it is my 
general impression that we are devoting a greater effort. We will 
never devote as much effort to war industry, short of war as Russia 
will, because she has a ruthless tyranny, and people there don’t have 
refrigerators and cars and radios, and we do. One reason they don't 
is that what steel they do have they put into war purposes rather than 
letting them make refrigerators and cars. 

Mrs. Bouron. If I may just interrupt with this thought: Where 
are the Russians doing their naval building, on the Baltic, in the North 
Sea, or where ? 

General Brapiry. I am sorry, I cannot answer that. 

Mrs. Bouron. Do you have that information somewhere ? 

General Brapiey. You had better leave this off the record. 

(The then following remarks were not reported. ) 

Mrs, Boiron. Thank you, General. 
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Chairman Currerrretp. Mr. Richards—— 

Mr. Ricuarps. Mr. Chairman, I thank you for your consideration, 
I fully understand and I think all of us do, that you have been an 
able and faithful servant of the past administration and according to 
our constitutional requirements, will be the same for this adminis- 
tration. I understand that. 

(Discussion off the record.) 

Mr. Ricwarps. It may have been a blessing instead of a tragic 
thing? 

General Brapiey. I will answer that this way. 

In my opinion, we would have been in bad shape if we had not 
resisted aggression in Korea. If we had followed an appeasement 
attitude in Korea you would have had another one somewhere else 
and if you ppenaed' ta that one, you would have had one appeasement 
leading to another and eventually the result would be war. 

We appeased to Hitler several times and finally we got to one 
where you could not appease any longer and he was very much sur- 
prised that we went to war over Poland, as I understand it. 

Mr. Ricwarps. Do you know of any place in Asia more conducive, 
from a military standpoint, to a defense against Communist aggres- 
sion than the Korean Peninsula ? 

General Brap.tey. Not on the continent of Asia. 

Chairman Currerrrecp. Mr. Vorys. 

Mr. Vorys. General, I did not get your answer to part of Mr. 
Richards’ question. 

That is, I have not been able to figure out how we could have a 
cease fire that would not be a bad thing for our side, until we had 
the bigger questions settled about Indochina, and so forth. 

Now what is your thought on that? I am trying to give you my 
thought, and I want to be corrected if I am wrong. 

It just seems to me that if we quit on both sides and say, “We are 
going to stop shooting,” of course that would seem to be a wonderful 
thing for the mothers and the loved ones of the boys who are in 
Korea, but if we are going to stop shooting in Korea, now, and agree 
on nothing else, the military advantage would be to the side that would 
have forces released for aggression elsewhere. 

Now, will you straighten me out on my thinking? 

(Discussion off the record.) 

Mr. Vorys. I will give you the $64 question that was put to me this 
morning. 

A midshipman whom I appointed to Annapolis called on me and 
told me when he graduates he is going to transfer to the Air Force. 
He said he was doing that because “we are going to have a war, a 
big war, and I want to complete my service in the Air Force and 
finish that war and then I plan to get out.” 

He said, “Do you think war can be postponed indefinitely ?” 

Now how should I have answered him? 

He said, “We are going to have war, aren’t we?” 

He is ready to fight and is picking the service he wants, the Air 
Force as opposed to my old service, naval aviation. 

I said, ct think there is a chance of postponing it.” 

He said, “Do you think it can be postponed indefinitely ?” 
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General Brapiey. I have always taken that attitude, but as long 
as we avoid it, war is not inevitable. If you go out and start a pre- 
ventive war yourself, you know you have one on your hands. 

I do not believe anybody knows—certainly no one outside the 
anctiaa ibaa whether we are going to have a war, or when. 

If you read the Communist doctrine, you would say that war is 
sure to come because they say that communism and capitalism cannot 
live in the world together, that communism must eventually rule the 
world and if it cannot get it one way, they will have to go to war 
to get it. 

If they stick to that, I would say the chances of war some day are 
pretty good. 

My thought is that if we could get strong enough to make the win- 
ning of that war very doubtful in their mind, we might postpone such 
a war indefinitely. 

Mr. Vorys. Is there not a difference though between the belief that 
war is inevitable and doing what I think you indicated might be a 
good thing todo? That is, saying to our main enemy, “Now the next 
move, we do not hit some place where you pick out, but we hit you, 
hard.” 

If they say, “Well, that means you think war is inevitable, because 
we are going to continue to mess around,” all right, but it seems to 
me maybe the way to try to keep the thing from dawdling along in- 
definitely, is to talk to headquarters and tell them that we are going to 
start hitting around. 

General Brapiey. You will notice I did not try to answer that ques- 
tion, myself. 

Mr. Vorys. I have followed for 4 years, a statement you made on 
NATO, back in 1949. You gave 4 or 5 things, but you said: 


First, the United States will be charged with the strategic bombing. 


Now I get this, and this can be on the record because it is an informa- 
tion sheet sent out by the Joint Committee on Atomic Energy. 

British Air Minister Lord De L’Isle has indicated that Britain. has determined 
that it shall be a front-rank power in atomic weapons. He told the House of 
Lords that the first British long-range atom bomber will be able to carry A-bombs 
to any possible target—-LoNDON CHRONICLE, April 17. 

What I want to know is, how much are the British spending on their 
A-bomb program? We are asked to furnish them wheat and lard 
for nothing in this bill. 

General Braptey. I do not have the figures as to how much it is, 
at all. 

Mrs. Botton. Is this on or off the record? 

General Brapiey. I can answer part of this on the record and then 
I would like to go off. 

Mr. Vorys. Well, I want to say this: Not necessarily at this mo- 
ment, but I want to get an answer on the record at the appropriate time 
on that question. 

General Brapiry. Can you get that? 

General Stewart. Yes, sir. 

General Braptey. They are like ourselves, they will have to publish 
all their budget things. Whether or not they have isolated that in the 
budget request so we cannot get it, I do not know. 

I would like to comment off the record, if I may. 
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Chairman Currerrietp. Mr. Richards—— 

Mr. Ricuarps. Mr. Chairman, I thank you for your consideration, 
I fully understand and I think all of us do, that you have been an 
able and faithful servant of the past administration and according to 
our constitutional requirements, will be the same for this adminis- 
tration. I understand that. 

(Discussion off the record. ) 

Mr. Ricwarps. It may have been a blessing instead of a tragic 
thing? 

General Braptey. I will answer that this way. 

In my opinion, we would have been in bad shape if we had not 
resisted aggression in Korea. If we had followed an appeasement 
attitude in ane ae would have had another one somewhere else 
and if you appeased in that one, you would have had one appeasement 
leading to another and eventually the result would be war. 

We appeased to Hitler several times and finally we got to one 
where you could not appease any longer and he was very much sur- 
prised that we went to war over Poland, as I understand it. 

Mr. Ricuarps. Do you know of any place in Asia more conducive, 
from a military standpoint, to a defense against Communist aggres- 
sion than the Korean Peninsula ? 

General Braptey. Not on the continent of Asia. 

Chairman Curperrrevp. Mr. Vorys. 

Mr. Vorys. General, I did not get your answer to part of Mr. 
Richards’ question. 

That is, I have not been able to figure out how we could have a 
cease fire that would not be a bad thing for our side, until we had 
the bigger questions settled about Indochina, and so forth. 


Now what is your thought on that? I am trying to give you my 
thought, and I want to be corrected if Iam wrong: 


It just seems to me that if we quit on both sides and say, “We are 
going to stop shooting,” of course that would seem to be a wonderful 
thing for the mothers and the loved ones of the boys who are in 
Korea, but if we are going to stop shooting in Korea, now, and agree 
on nothing else, the military advantage would be to the side that would 
have forces released for aggression elsewhere. 

Now, will you straighten me out on my thinking? 

(Discussion off the record.) 

Mr. Vorys. I will give you the $64 question that was put to me this 
morning. 

A midshipman whom I appointed to Annapolis called on me and 
told me when he graduates he is going to transfer to the Air Force. 
He said he was doing that because “we are going to have a war, a 
big war, and I want to complete my service in the Air Force and 
finish that war and then I plan to get out.” 

He said, “Do you think war can be postponed indefinitely ?” 

Now how should I have answered him? 

He said, “We are going to have war, aren’t we?” 

He is ready to fight and is picking the service he wants, the Air 
Force as opposed to my old service, naval aviation. 

I said, “I think there is a chance of postponing it.” | 

He said, “Do you think it can be postponed indefinitely ?” 
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General Brapiey. I have always taken that attitude, but as long 
as we avoid it, war is not inevitable. If you go out and start a pre- 
yentive war yourself, you know you have one on your hands. 

I do not believe anybody knows—certainly no one outside the 
Kremlin—knows whether we are going to have a war, or when. 

If you read the Communist doctrine, you would say that war is 
sure to come because they say that communism and capitalism cannot 
live in the world together, that communism must eventually rule the 
world and if it cannot get it one way, they will have to go to war 
to get it. 

If they stick to that, I would say the chances of war some day are 
pretty — 

My thought is that if we could get strong enough to make the win- 
ning of that war very doubtful in their mind, we might postpone such 
a war indefinitely. 

Mr. Vorys. Is there not a difference though between the belief that 
war is inevitable and doing what I think you indicated might be a 
good thing to do? That is, saying to our main enemy, “Now the next 
move, we do not hit some place where you pick out, but we hit you, 
hard.” 

If they say, “Well, that means you think war is inevitable, because 
we are going to continue to mess around,” all right, but it seems to 
me maybe the way to try to keep the thing from dawdling along in- 
definitely, is to talk to headquarters and tell them that we are going to 
start hitting around. 

General Brapiey. You will notice I did not try to answer that ques- 
tion, myself. 

Mr. Vorys. I have followed for 4 years, a statement you made on 
NATO, back in 1949. You gave 4 or 5 things, but you said: 


First, the United States will be charged with the strategic bombing. 


Now I get this, and this can be on the record because it is an informa- 
tion sheet sent out by the Joint Committee on Atomic Energy. 

British Air Minister Lord De L’Isle has indicated that Britain. has determined 
that it shall be a front-rank power in atomic weapons. He told the House of 
Lords that the first British long-range atom bomber will be able to carry A-bombs 
to any possible target—-LoNDON CHRONICLE, April 17. 

What I want to know is, how much are the British spending on their 
A-bomb program? We are asked to furnish them wheat and lard 
for nothing in this bill. 

General Braptey. I do not have the figures as to how much it is, 
at all. 

Mrs. Botton. Is this on or off the record ? 

General Brap.ey. I can answer part of this on the record and then 
I would like to go off. 

Mr. Vorys. Well, I want to say this: Not necessarily at this mo- 
ment, but I want to get an answer on the record at the appropriate time 
on that question. 

General Braptey. Can you get that? 

General Srewart. Yes, sir. 

General Brapiey. They are like ourselves, they will have to publish 
all their budget things. Whether or not they have isolated that in the 
budget request so we cannot get it, I do not know. 

I would like to comment off the record, if I may. 
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(The then following remarks were not reported.) 

Mr. Vorys. We had a new status summary of the Mutual Security 
program given us this morning as of March 31, 1953. 

For military assistance, out of total available for obligation, of 
$15.9 billion, $6,041 million had been spent and $9,868.8 million was 
unexpended as of March 31. 

Now, is it not true that out of the programs that are set up against 
that unexpended balance, you can take care of everything that would 
be required for NATO and EDC for the coming year? 

General Brapiey. No, sir. 

Did you say for the coming year? 

Mr. Vorys. For the coming year. 

General Brapiey. Well, probably but you must remember that this 
unexpended part is to pay for contracts which we have let and equip- 
ment which will come off this year, a lot of it. 

Now what we are asking for this year probably would not be de- 
livered until next year, so your question has that angle to it. 

Now, you might be able to support these units that are coming 
along this year, but you would not have a thing to give to the units 
next year and the year after when this equipment that we are going 
to buy out of what we are asking here for, was then being delivered, 
you see, 

Mr. Vorys. My point is that if you spent as you did in 1953, to date, 
$2,733,600,688 this year, and out of total expenditures of $6 billion, 
and you have substantially met the Lisbon goals for 1952, then there 
are not any conceivable goals for 1953, and for the next year, that 
cannot. be met out of money that has already been appropriated. 

My purpose in wanting to get this answer is so that, for one thing, 
we can assure our European friends and others, that there is plenty 
on hand in the executive departments already provided by Congress 
to take care of anything they will commit themselves to do for at least 
a year. 

Is that not true? 

General Braptey. No, sir; not completely. 

Mr. Vorys. Well, what is it that you would need current appropria 
tion for, in addition to this? 

General Brap.tey. Supposing you just failed to authorize this now 
and we went ahead and spent the $9.8 billion which is unexpended, 
but which had been largely obligated, we would get the equipment and 
pay for it out of that $9.8 billion. 

Then everything would shut off and there would be no more aid 
going to Europe. 

Mr. Vorys. But you could carry on at the rate of expenditure for 
the last 9 months, for not a year, but a couple of years. 

General Braptey. Maybe General Stewart could tell you about this 
more accurately, just when this $9.8 billion is going to be delivered. In 
other words, it is mostly obligated for, and will be delivered next year 
and the year after. 

That is to take care of and better equip the units in being and some 
additional ones. 

I think I should go off the record for a minute because I do not 
think this should be on the record. 

Mr. Vorys. Our colloquy here may be off the record at any point 
you want, but a lot of this is stuff that can be on the record. 
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General Brapiey. Well, let us put it on the record and if we do not 
think it should be in there, we will cut it out. 

Mr. Vorys. Very well. 

General BrapLey. ee the Lisbon or NATO goals for this 
rear were 50 divisions. We have supposed 50 divisions. But only 
some of them are effective yet because they are not completely 
equipped. They do not have any reserve equipment, they do not 
have the necessary reserves in ammunition and they are deficient in 
combat support units like extra artillery battalions and things like 
that which must be filled in. 

Now this $9.8 billion, when that equipment is paid for and we are 
ut of money, that will go a long way toward bringing those 
divisions up. 

Mr. Vorys. Now, just let ma interrupt. 

We have been told by Mr. Nash and we have had a subcommittee 
which has been told by General Ridgway that the Lisbon goals are 80 
r 90 percent met. Not only have they produced the troops but we 
have the equipment, and that has been done for $6 billion, in round 
fieures. 

Now, you could nearly double the Lisbon goals, which is not in- 
tended, for another $9 billion. 

General Brapiey. No, sir. I am sorry. Of course this is not all 
divisions. A lot of this is aircraft, too, which is a very expensive 
tem of equipment. I am afraid I don’t understand your question if 
my answer doesn’t seem right. 

‘What I am pointing out is that this $9.8 billion will go a long way 
toward filling up these divisions and buy additional aircraft but still 
won't be what we want. 

You will remember that I said the goal was away out there, and we 
are not going to reach it even with the amount we are getting this 
year if you give it to us. We are still short of what we need for 
adequate defense. 

If you cut out any appropriation at all this year, you expend this 
ind pay for it and then you have nothing left. You cut off aid com- 
pletely. If you should give us an appropriation next year you would 
have a gap of 1 year in there in which you would get very little be- 
ause any money you would give us next year, you would go and make 
contraets and it would be delivered a couple years after that. 

So any way you work it, if you cut out an appropriation in any 
| year you will have a gap of 1 year in which you are getting very 
little. 

[ am sorry if I am not making this plain. Apparently I am not. 

Mr. Vorys. We will go into this possibly in further detail later. 
This Congress is going to be extremely reluctant to go on pouring a 
lopsided amount of aid into Europe if they won’t do the thing that 
General Eisenhower and you and they have said they have to do. 

Now, my point is that if we go ahead and provide for separate na- 
tional forces in a big program here and they read about it, then that 
is not any incentive ‘to them to get together, whereas if they s saw this 
situation, “Yes, we have plenty to take care of EDC, the European 
army and everything else, and the United States does not have to talk 
to Congress, they have lenty to take care of that.” But if there is 
another year of this fooling around, perhaps they will think there will 
be a gap some day. 

33064—53——17 
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If there is some question mark about what we are going to do for- 
ever in Europe, that might be more of an encouragement to them than 
this business of saying, “Well, we have tried to urge them to get to 
gether but they won’t do it, but we are willing to go on and on and on.” 
It is most difficult. An 8-year program is proposed here. 

General Braptey. Your point is to tell them that unless they get 
together on this we will just quit appropriating. I believe there is 
some sentiment to that effect. 

I believe that would be unfortunate, if I may say so, because what 
you are really doing then is dictating to a sovereign nation as to what 
they will do, and I am not too sure that it would have the effect that 
you outline. 

They are pretty stubborn people, some of them, and I am not too 
sure but what it would have the opposite effect. 

You must remember that the Communist conference last October 
announced that one of their objectives was going to be to split us 
from our allies. 

I think this sort of an action while you attempt to take it might be 
playing right into that propaganda line and helping them accomplish 
what the Communists set out to do, in other words, break us off from 
our allies. 

I think you would have to give that serious consideration as to how 
you did it because the effect might be the opposite of what you think it 
ought to be. 

Mr. Vorys. I was low man on the totem pole at my own request, 
so I have overstayed my welcome. 

Mr. Gorvon. I am happy to see you, General, and I want to con- 
gratulate you on the fine work you are doing in your assignment. 

I note in your statement that the military aid in the Mutual Security 
Program is most important to the collective security of all the free 
world and countries. I certainly agree with you that our security is 
dependent upon the security of all NATO countries. 

I have no questions, but I certainly agree with the General on that 
statement. 

Mr. Vorys. My deep apologies to you Mr. Gordon. I thought I 
was last. 

Mr. Gorpon. It was most interesting, so I listened. 

Mr. Vorys (presiding). Are there any questions on a second round? 

Mr. Proury. Mr. Chairman, I would like to just ask one question. 
Is somebody from the Defense Department going to discuss these 
various recommendations made by these evaluation teams? 

General Srewarr. We had not planned in the Defense Department 
to discuss those recommendations. 

Mr. Proury. There are a lot of questions that I think some of us 
would like to have answered by you people, but there is no time now, 
sir. 

Mr. Vorys. Are there other questions? 

If not, the meeting is adjourned until tomorrow at 10:30. 

At 3 o’clock Ambassador Dunn will be here before the European 
subcommittee, and any who care to attend are welcome. 

(Whereupon, at 2:10 p. m., the committee adjourned, to reconvene at 
10 :30 a. m., Friday, May 8, 1953.) 
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FRIDAY, MAY 8, 1953 


House or REPRESENTATIVES, 
CoMMITTER ON ForriGn AFFarrs, 
Washington, D.C. 
The committee met in executive session, pursuant to call, in room 
G-3, United States Capitol, at 10:40 a. m., Hon. Robert B. Chiper- 
field, chairman, presiding. 


STATEMENT OF HON. CHARLES E. WILSON, SECRETARY OF 
DEFENSE 


Chairman CurrerFieLp. The committee will come to order. We are 
glad to have you here, Mr. Secretary. You may proceed in any 
way that you desire. If you want to talk to us a few moments and 
then answer questions, or 1f you wish to tell us a little about what you 
have been doing, or if you have a statement, you may do so. 

Secretary Witson. Mr. Chairman, I have no special statement. for 
this meeting. I did have a statement, as you will recall, for the joint 
meeting of the Senate and House committees. 

I might say, as you all know, I have just returned from 3 busy weeks 
in Europe where I made a great effort to cover as many of our bases 
and depots and headquarters as I could and get acquainted with our 
American military people and the Secretaries of Defense of the dif- 
ferent countries w ith which we were dealing. 

I did come back encouraged to know that there was a great effort 
being made by men of all nations to cooperate in the common defense 
of the free world. 

As you all know, there are a good many past sources of friction and 
past conflicts between nations in the whole NATO area, and the men 
were obviously trying to bury the past and look ahead toward the 
future. 

I think it is our American leadership that is making that possible. 

In spite of all the difficulties and the big money expenditures, I 
think we can all feel that progress is being made. I think I might 
also say that our military people think that progress has been made. 
We have estimated that roughly there has been a 30 percent improve- 
ment in combat effectiveness in this last survey of the NATO meetings 
as compared to a year ago. 

It is also a common opinion that there is no real evidence as yet 
that the danger has been removed or appreciably lessened. It is also 
true that the military men of all nations would like to have a stronger 
defense posture than exists, but the critical weakness that existed 
2 or 3 years ago has largely been overcome. It seems fair to say now 
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that we can give proper weight to the ability of the NATO nations, 
including our own, to contribute to our military preparedness and 
defense, and our economic ability to do it. 

With those few remarks , 1 think I would like to try to answer any 
questions that any of you have to ask me. 

Chairman CureerFietp. Mr. Vorys, you just came in. The Secre- 
tary has informally reviewed what he had said before at the joint ses- 
sion and referred to the general situation. [am sure you would have 
some questions that you would like to ask him, even though he has not 
made an elaborate statement. 

Mr. Vorys 

Mr. Vorys. Mr. Secretary, how much do you intend to spend this 
year on this program ? 

Secretary Wiison. Do you mean actual money paid out # 

Mr. Vorys. Yes. 

Secret ary Wrison. Roughly, $5 billion. You are talking about 
fiscal year 1954, now? 

Mr. Vorys. I was thinking first of fiscal year 1953. 

Secretary Wirson. About $3.8 billion. It might be a little more 
than that, depending on how much we can step up our deliveries in 
the fourth om arter of the fiscal year. 

Mr. Vorys. We have been supplied with figures for the first three 
quarters. W e find that there has been spent $2.9 billion, and you feel 
that that will go up? 

Secretary Wiison. I thought it was about $2.7 billion. 

Mr. Vorys. Your part of it, according to this, is $2,165 million up 
to March 31. 

We do not have a separate figure here for the Department of De- 
fense. I find what I was giving you was simply the figure for military 
assistance to Europe, in title I. 

Secretary Wiison. Military assistance is shown as $2.7 billion. 

Mr. Vorys. Is that all spent by the Department of Defense? 

Secretary Wrrson. Under our general supervision. 

Mr. Vorys. The $2,737 million, then, is all spent by the Department 
of Defense? 

Secretary Wirison. That is right, under our supervision. 

Mr. Vorys. And you expect to spend $1.1 billion in the quarter 
remaining ? 

Secretary Witson. That is right. 

Mr. Vorys. Just looking for a minute at that same column, we find 
$3,367 million unobligated at present. 

What is your expectation as to obligations of that between now and 
the end of the fiscal year? 

Secretary Witson. We think we might obligate somewhere between 
$1.8 billion and $2.8 billion, in the fourth quarter. 

My figure on the unobligated amount is $2.7 billion. 

Mr. Vorys. Our figures were prepared by ‘the committee staff. 

Mr. Butiock. That is Mr. Stassen’s figure. We just copied his 
table. 

Mr. Vorys. This is the table submitted by Governor Stassen, on 
May 6. 

Secretary Wrison. What figure is that? We talk about military 
assistance only and none of the other things that are in the mutual aid 
program because this is our part that we are responsible for. 
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Mr. Vorys. On the same line there, page 3, where we have the figure 
for expenditures for fiscal year 1953, of $2,737,600,688, that. unobli- 
gated balance is reported as $3,367,264,375. 


STATEMENT OF HON. FRANK C. NASH, ASSISTANT SECRETARY OF 
DEFENSE 


Mr. Nasu. I think if the Secretary gave this tabulation here it 
would represent what we have allocated to defense, what has been 
obligated, what remains to be spent, and so forth. These are our best 
fioures. 

Mr. Vorys. These figures that you are giving now, are they secret 
in any way? 

Secretary Wiison. There is no reason why they should be. 

Mr. Vorys. We can be furnished with a table. 

Secretary Wirson. The total allocated to defense, which is about 
$15 billion, and the total obligated as of the 31st of March, was $12 
billion, leaving an unobligated balance of $2.7 billion. 

Mr. Vorys. You are giving us to the end of March? 

Secretary Wirson. That is right. 

We have 3 months more to wind up the different projects which are 
in the mill. The complications of getting these things all finalized 
soundly are pretty great abroad, what with some of the offshore pro- 
curement and the details of the business arrangements which you have 
tomake. We cannot tell exactly how much we will do in the 3 months. 
We have estimated there will be somewhere between $1.8 billion and 
$2.8 billion unless we had more funds allocated to us out of this total. 
This $15 billion has been allocated to the Department of Defense for 
specific things. 

Mr. Vorys. You gave it in round figures, $15 billion. What is the 
allocation to the Department of Defense? 

Secretary Witson. That is it. 

Mr. Vorys. $15 billion? 

Secretary Wirson. About $15 billion from the beginning of the 
program. And the amount which has been obligated is $12.3 billion, 
leaving $2.7 billion still unobligated, but that has been allocated to 
the Department of Defense. 

Now there are some funds that are sufficiently flexible that some 
additional millions of dollars could be allocated to us. 

Mr. Vorys. That is under the 10 percent and the 5 percent? 

Mr. Nasu. They are in the hands of the President and they are re- 
leased through the Bureau of the Budget. There was a total of 
$600 million which the Bureau of the Budget holds now that. they 
could allocate to us if we could prove a legitimate chance of obli- 
gating 1t, you see. 

Mr. Vorys. Just looking at this table that Mr. Stassen furnished 
us, the total available for obligation for military assistance was $15.9 
billion. It would appear that there was about $900 million that was 
available for military assistance that had not been allocated. 

Mr. Nasn. The $15 billion figure we used there was as the Secre- 
tary said initially, about $15 billion. We will confirm that after 
getting together with Mr. Stassen. It could run as high as $15.4 
illion. 
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Secretary Witson. Does he say that whole $900 million would be 
allocated to defense? Your figure is only $325 million more. 

Mr. Vorys. I have a line in this chart furnished by Mr. Stassen, 
March 31, 1953: “Total available for obligation, Military Assistance, 
$15,904,605,556.” 

Then I am perplexed by this: “Cumulative obligations, March 31, 
Military Assistance”—and you tell me all of that 1s in your Depart- 
ment—$12,537,000,000, but you give me the figure of $12.3 billion 
which is a difference of a couple hundred million dollars there, which 
is not a small amount. 

Mr. Nasu. The table was put in when we were on our way back 
from Europe and we have not had a chance to compare the figures. 
We will compare them and reconcile them for you. 

(The information referred to is as follows:) 

1. In discussing the status of funds for military assistance on May 8, 1953, the 
Secretary of Defense confined his remarks to the status of funds, that is, alloca- 
tions, obligations and expenditures of military assistance funds which had been 
allocated to the Department of Defense as of March 31, 1953. The figures he 
quoted were correct for such funds and are repeated on line 5 of the table. 

2. The figures quoted by Congressman Vorys from the committee print “Fiscal 
Status of Mutual Security Funds” referred to the status of all military assist- 
ance funds, exclusive of those devoted to administrative purposes, available for 
all agencies participating in the Mutual Security Program. Military assistance 
funds are used not only by the Department of Defense but also by the Office of 
the Director for Mutual Security, Mutual Security Agency, Department of State, 
and others. The figures quoted were correct for such funds and are reproduced 
on line 4 (@) of the table. 


Analysis of status of funds for military assistance 


{In millions of dollars, as of March 31, 1953) 


j 
Funds Obligations | Expenditures 





1. Appropriation for military assistance for all agencies Ae $16, 500. 4 | 
2. Transferred from other appropriations ‘ 1.3 
3. Transferred to other appropriations. . 


4. Adjusted appropriatioris of military assistance for all agen- 
cles... . are j 


(a) Military assistance 
(b) Administration 


16,023.5 | $12, 643.8 
15, 904. 6 | 
118.9 | 


5. Funds allocated to Department of Defense by DMS! 5. 
. Funds available to agencies other than defense military 

assistance : . 
7. Funds unallocated by DMS (available for allocation to | 

Department of Defense or other agencies for military 

assistance) : = cayau 


1 Excludes $2.8 million of reimbursements available for obligation. 


Secretary Witson. I would like to explain what the thing is. Our 
commitments that we make are in specific end items. We say, “So 
many guns, so many rounds of ammunition, and so forth.” 

Now, the amount of that obligation in money gets to be at times 
sort of a complicated accounting thing because it depends on when we 
take it out of our existing stocks, and so forth, so there are some con- 
troversies there as to what the amounts are. 

Do you understand what I mean? If we take it out of World War 
II stocks, that is one thing. If it is newly obligated contracts where 
we have not received anything on them yet, but have just made a 
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contract on an offshore procurement deal, for example, it is something 
eise. 

You might be surprised that these figures are not a little bit better. 

Mr. Vorys. I am not surprised, Mr. Wilson, because we have had 
this same predicament year after year. We appreciate that this is a 
gigantic program and we are always firing at a moving target, in that 
the movement of supplies and the obligations do not accommodate 
us by standing still for a period and you just have to get a cross sec- 
tion at a particular moment. However, we have had similar con- 
flicts in the figures that are given us, and we have had from your De- 
partment, under your predecessor who was my classmate and great 
friend, the most amazing misguesses on what they are going to do, 
on what they are going to obligate and what they are going to spend 
out of what they obligate, so that I have been hoping that under the 
totally new leadership we would be able to get it really clear this 
time. 

Secretary Wirson. You are going to get some better figures be- 
cause I am quite fussy about figures myself, as the boys are beginning 
to realize in the Defense Department. 

Mr. Vorys. Here is a $900 million apparent difference in what you 
have available to spend and here is a $200 million difference in what 
vou have obligated. We come out even on the actual expenditure, 
$2,737,600,000, although that probably will not square with the 
Treasury figure because we understand there is a lag in the reports 
there. 

However, we have the problem of authorizing expenditures for the 
next year and in order to judge whether those expenditures are such 
as should be authorized, we have to have in mind what you already 
have on hand, and we have to estimate what should be done, and the 
best estimate would be what the Department says they think should 
be done. 

Secretary Witson. A suggestion was made yesterday that I thought 
was a very good one—and I would be inclined to ask for the same 
information if I were sitting where one of you ladies and gentlemen 
are—and that is the tabulation of what the previously qualified budget 
was and what the present one is, and what the comparison of the re- 
duction in the funds we are now asking for would be, as compared 
to what seemed to be the right amount to another group of people last 
fall or early January. 

We will work that up for you. 

Chairman Curperriecp. Will you furnish that analysis? 

Secretary Witson. We will be glad to. 

(The information requested appears on p. 242.) 

Secretary Wizson. The unobligated business we will try to clear 
up for you, too, because we should. 

I think the big thing is that due to the past and the plans that were 
made, and so forth, we give you a firm estimate of $5 billion that we 
expect to actually pay out in fiscal year 1954, and we are asking for new 
funds of approximately $4 billion, so we are working down this 
amount that is hanging out there, where it seems to take a long time to 
get it properly spent. 

As far as I am concerned, what we do obligate ourselves for from 
now on, we are going to make sure we are going to get our money’s 
worth for it. 
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Mr. Vorys. Now, in speaking in round figures, to just throw out 
everything except the billions of dollars, the expenditures up to 
March 31, were $6 billion. We had been informed that for those 
expenditures, the European part of those expenditures, the NATO 
plans and the Lisbon plans were pretty well met, that we have bee; 
given the divisions, the planes, and the naval vessels. As a matter 
of fact long before all of that was spent, we are told that the Lisbon 
targets were fairly well met. 

Now, we are told agreements were made for a program that is cer- 
tainly not going to be 1.5 times the Lisbon goal, but you have on 
hand unexpended $9.8 billion as of March 31, which is 114 times al] 
of that which has been spent to meet the Lisbon goals. 

Chairman CurrerFieLp. In some instances is it not true that they 
are not even going to attempt to meet the Lisbon goals? 

Secretary Wiison. I think we have to recognize the timing troubles 
of this. The report that was made at the NATO meetings and the 
review was for the calendar year 1952. Now we are talking here i 
our country of a fiscal year. Also, the meeting was late, the NATO 
meeting was late in its review. The 1952 fiscal year goals of Lisbon 
were substantially met with the exception of some aircraft. 

Mr. Vorys. And they were made with something less than $6 bil- 
lion. 

Now forget about fiscal years or anything else dd just talk about 
money that was spent by March 31, 1953, »"" ae goals that were 
substantially met were met out of that mon » chat had already been 
spent. 

Secretary Wiison. That is right so far as numbers of divisions are 
concerned but 

Mr. Vorys. Now, the proposal is not that we have goals of once and 
a half the Lisbon goals but that we have goals—I mean once and a 
half the existing goals in planes, and so forth, but you have once and 
a half the money on hand March 31 that you had spent up to March 
31 and the request comes in for $4 billion on top of that. 

Secretary Witson. I think you have to remember this, that the 
first stepup took everything that existed already, that was there. 
What the European nations had, what we could easily stick in out 
of our stockpiles, and so forth. 

Now, the continuing improvement that is planned takes more and 
more money because if you activate another division or another wing, 
you have to do that completely from the ground up. You may even 
have to create the barracks to put the troops in, or another airfield, 
and so forth. 

The accomplishments comparably cannot quite be measured the 
way you are thinking about it. In other words, the additional progress 
costs more money. It is just like a man who is expanding a business. 
He has a plant and he has some equipment already. Then, how 
much in addition he has to have to double his capacity is something 
different. Now, if he doubles his capacity that is one thing. Then 
he makes another expansion of twice as much and then he has to build 
buildings and everything, you see, so that you cannot exactly compare 
the number of divisions in being, the air wings, and so forth and 
say, “Now we have that for so much money, and therefore we can get 
that much more for the same amount of money.” It will not work that 
way. I do not know whether I make myself clear or not. 
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Mr. Vorys. Mr. Wilson, we all have vast respect and admiration for 
you and your creative genius but I would think that with the whole 
General Motors layout, if you had created it with $6 billion and had 
¢9 billion more to spend and did not intend to double your production, 
somebody would say, “Well, it sounds as if you have money enough 
on hand to do about everything that you are talking about. If you 
cannot increase production and double it with the plant that you 
already have, that is an unusual situation.” 

Secretary Witson. I had just that experience, if you want to talk 
about it a minute. It makes a nice change for me. It was what we 
called the General Motors postwar plan. We wanted to increase our 
capacity and it cost us more to get a 40-percent increase in capacity 
than the book value of the assets that had the original 100-percent 
capacity. In other words, it did cost more. Part of it is the inflation 
and increasing cost of things and part of it is the fact that you had 
to create completely new buildings and units and so forth. That is 
in this same military business. 

Mr. Nasu. Could I add one word, Mr. Vorys. My previous testi- 
nony here when I came before the subcommittee in March was directed 
at how far the Lisbon goals were attained. I think there are 2 or 3 
points that ought to be borne in mind in conjunction with the very 
mportant point that you are making. One is that the Lisbon goals, 
which were in terms of 50 divisions, did not take into occount Greece 
and Turkey. Greece and Turkey have a very sizable number of divi- 
sion, as shown on the chart we gave you the other day and the equip- 
ment for them has to be taken into account when we talk about this 
$9 billion. That is point No. 1. 

Point No. 2 is that the Lisbon goals had nothing to do with the 
reserves for the forces that they set the goals for. 

(Discussion off the record.) 

Mr. Nasu. A third and very important point has to do with the 
aircraft buildup. 

You will remember how we emphasized in our previous appearance 
before you, sir, how short we were of an adequate NATO Air Force. 

Now the Lisbon goals for the air were not met. They fell short. 

We expect by the end of 1954 that the front-line jet aircraft force 
will be approximately doubled. That is a very expensive proposition 
when you get into aircraft, and a good part of this unspent $9 billion 
which you referred to relates to those items that I have just mentioned : 
ammunition and aircraft. 

Now, I would hope, sir, inthe detailed testimony that will start 
coming before this committee, I think, next week—and, if we cannot 
do this, then we have failed of our mission—that we will take the $9 
billion of unspent money and show you what that is on order to buy. 
What are the hard goods that that is out on order to buy. What are the 
forces and reserves for those forces that amount proposes to supply 
and why $4 billion more is needed. 

I might add, as to the additional $4 billion needed, they are talking 
about our shooting at a target of $1,600,000,000 for offshore procure- 
ment. That requires new money. 

It also involves a very large sum of money for the Far East, over 
a billion dollars, a good deal more than we have ever done in any other 
year; and that, of course, is wholly independent of NATO. 
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I would like to say before we leave this point that, if we cannot 
demonstrate to you that the money we still have unspent is going to be 
spent for forces that we see on the way, then we cannot make out a 
proper case for asking for more money. 

Secretary Wutson. I think there is another thing that is well worth 
remembering all the time, and that is that the danger is still there 
and that the program is still not up to what the military people of 
all countries would like to see it, and that the reduction that we are 
recommending from the previous recommendation is a substantial 
one. We hope it can be made without reducing the effective security 
of the country. That is quite a commitment. We expect to do it by 
a careful review of the whole program, eliminating anything that 
does not immediately contribute to defense, and trying to get more 
for our money. It is a neat trick. I do not think we want to take 
the point of view that we have just dropped ¢ ‘wn the objective of 
a secure defense for the free Western World-and that we can practic- 
ally eliminate any additional expenditures or authorized money for 
1954. Some of these things take 3 years before you get the money 
spent, 

Mr. Vorys. Your Department does make contracts before money is 
appropriated ? 

ecretary Witson. Before it is appropriated ? 

Mr. Vorys. Yes. We had testimony on that for airfields last year. 
It is subject to future appropriation. 

Mr. Lanuam. Will the gentlemen yield there? I think we went 
over that last year. It was stated positively and it is my recollection 
that they cannot enter into a contract. It used to be the practice of 
authorizing expenditures before appropriations were made, but since 
I have been in Congress it has been changed. AsI understand it, the 
appropriation actually has to be made before they can enter into any 
binding contract. 

Secretary Wuson. I understand it is against the law. 

Mr. Lannam. Yes, sir. 

Mr. LeCompre. That is my understanding, too; but I may be wrong. 

Mr. Vorys. All right. It may not be binding, but contracts have 
been made subject to future appropriations. 

Mr. Ricuarps. Will the gentleman yield there ? 

The testimony last year showed that they did have a form of loose 
agreement, but it was not a binding contract and it was so understood 
by both parties to it. 

Mr. Vorys Well, it was on paper and there was one of them in 
my district, Lockbourne Air Force Base, that had in it language re- 
ferring to such action. 

Secretary Wixson. I am against such deals and, as far as I am con- 
cerned, I am not going to make any. You usually get trimmed if 
you have your neck stuck out like that. I like to make a good deal 
with complete authority and the money available to pay for it before 
I make one. That is going to be my policy. 

Mr. Vorys. Now, there is another thing: “Obligations” does not 
mean that the Government is obligated. For instance, MSA obligated 
$2 billion in the month of June last vear. Then there was $122 million 
less obligations in January than there was in December. Further- 
more, we find that “obligations” do not mean performance, because 
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what we have had happen repeatedly in this committee is that based 
on estimates of what is going to be done the next year we appropriate 
money and we find it has not been done and then they say, “We still 
need more money.” 

I apologize to you and to the committee for getting into this long 
colloquy. 

Mr. Ricnarps. I think it is very important. 

Mr. Vorys. These are some of the things that we are reluctant to 
take on “guesstimates” because we have been dealing in futures with 
Europe as to when they are going to get together, in futures with the 
Defense Department and MSA as to when they are going to deliver 
the stuff they have money for. Under your great leadership we want 
to get this thing firmed up because we want to join with you in the 
desire to promote security in the United States, but you join us, I 
am sure, in not wanting to have unnecessary funds authorized. 

Secretary Wiison. That is correct. I am not here to either damn 
or defend the past. I would like to start right now. The figures I 
give you are the ones I th:nk we are going to need, and it will be for 
the purposes we are going to try to achieve. 

While we are not trying to do anything really radical here, now, 
because we do not want to risk a poor defensive posture for our 
country and the free world, we do recognize that the big, old pocket- 
book has been too wide open, and too many people have reached into 
it at times, perhaps. 

But, on the other side, the men who appropriated so many billions 
of dollars, so promptly after Korea, allowed for more money than 
any group of men could spend in the time, and they spent more than 
any group of men could spend efficiently and effectively. But, if we 


had been in the war a year ago or right now, those men would have 


all been heroes for having risked so much. I do not want to criticize 
the past, but we can do better, because we are starting with a more 
secure position now. We can be a little more sensible about the way 
we spend our money and what we get for it. 

Chairman CutrerFreLp. Mr. Richards. 

Mr. Ricwarps. Mr. Wilson, according to your figures, now, you have 
an unexpended balance as of March 31, of what amount? 

Secretary Wiison. According to our figures we have $2.7 billion in 
round figures unobligated. Unexpended we have $9.1 billion. 

Mr. Ricwarps. Talking about this unobligated figure—now you 
figure that by the end of this fiscal year, of that $2 billion plus, you 
will have how much obligated on legitimate projects? 

Secretary Witson. We say somewhere between $1.8 billion and a 
top figure might be as much as $2.8 billion. 

Mr. Ricwarps. At most you do not feel you would have more than 
how much unobligated at the end of this fiscal year ? 

Secretary Wirson. $900 million. 

Mr. Ricuarps. What would you say about that $900 million? What 
would you do with that? 

Secretary Witson. Well, it was for specific things that were held up 
for reasons beyond our control or some kinds of situations we were 
not satisfied with. 

I tried to clean up some things that had been hanging in the fire when 
I was in France. You would be surprised about the number of 
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things that can stall a job. It is bad enough in our country but when 
you enter into the added ramifications of the foreign countries prob- 
lems in it, it is worse. 

Mr. Vorys. We are familiar with foreign stalling. 

Secretary Witson. I will just mention a pipeline they were going 
to put in, quite properly, to get the gasoline and fuel from the port up 
to the bases. 

Mr. Nasu. They know a lot about this pipeline. 

Secretary Witson. The number of things that had that pipeline 
stalled was amazing. I think I got them cleared up, finally, with the 
assistance of Secretary Pleven, who also happens to be a businessman 
fortunately, and we just listed the things that had it stalled and what 
we could do about it. 

There is a microwave communications system which is another one. 

There are rights of way and all kinds of things that are very trou- 
blesome. 

Mr. Ricnarps. Then if you had $900 million plus unobligated by 
the end of this fiscal year, do you think you could deduct that much 
from the authorization that you seek here 

Secretary Wirson. I would have to look at it before I could say 
yes or no to it. I feel considerably more confident about the new 
money we are asking for and what it is than I do about the validity 
and necessity of the things that were asked for in the previous 3 years. 
After all, the world situation keeps changing a little bit all the time. 
I certainly want to look them over. 

Mr. Ricwarps. You looked them over when you were making up 
your request this year, though. 

Secretary Wiison. We did the best we could with them. 

Mr. Ricrarps. It isa big job. I know that. 

You know there are a lot of people still talking about this large 
amount of unobligated money. 

Secretary Witson. Of course, we are going to try to save everything 
wecan. The money we ask for has to be our best estimate of what we 
think we will have to pay to accomplish the purpose. 

Now, if we could save any money under that, we certainly are going 
to try to do it. Our whole defense organization, the new team over 
there, is determined to do that. We are going to get more for our 
money and we are going to spend it carefully. 

Mr. Ricrarps. Would you say that the money we have already spent 
in this program, even with all the waste, was a good investment for 
the United States? 

Secretary Wirson. I would say that it accomplished the purpose of 
reestablishing a relatively secure position in the world. Whether it 
could have been done for less is not as important as the fact that the 
job was done. 

I think that without question the world has gotten so small with our 
modern communications and the way we can fly around and so forth, 
that a closer pulling together of the nations of the free world is an 
absolute necessity if we are going to defend the free world. 

Mr. Rircwarps. And you think that it was a job that had to be done? 

Secretary Witson. It was a job that had to be done. It is a tre- 
mendous responsibility to start to spend billions of dollars efficiently 
and effectively. 
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Over in Africa, the original project was to try to build 5 bases in 
about 6 months. If we had had a war, partly built bases would have 
been a terrific help even if they were not built very well. But I think 
anybody would say there was some money w asted in Africa. If you 
move into a country like that and try to do such a tremendous construc- 
tion job in such a short time—T think they had $39 million worth of 
contractors’ equipment who worked the job. 

War itself and preparation for war is also an inefficiency. 

Mr. RicHarps. Suppose in General Motors you got an order 
100,000 motor vehicles by such and such a date, and you did not have 
the plant and facilities to do the job right then. How much more 
than ordinarily would it cost you to do the job? 

Secretary Witson. It always costs money to push things : 25 percent, 
50 percent. You start to pay overtime, you start to wor k | Sundays, pay 
double time, and then the men make some extra dough and get drunk 
and do not work Mondays and Tuesdays, and you get in lots of trouble. 
They do that everywhere over the world. It is hard to crowd things 
too much. 

On the other side, in the necessity of things, you sometimes do it. 
Ordinarily in business vou only crowd a little piece like that, what 
you call a bottleneck. But here is a whole program that we tried 

tocrowd. The whole thing. 

I am not inclined to be critical of what was done. I just hope we 
can do better, that is all. 

Mr. Ricuarps. I am sure we will. 

Chairman Currerrretp. Mr. Merrow 

Mr. Merrow. On these two columns, “Unobligated balance,” and 
“Unexpended balance,” the total for the military and the economic, 
on the “Unexpended balance” is $11 billion plus, and the “Unobligated” 
is $4 billion plus. 

If all of that $4 billion was obligated does that mean the unexpended 
balance would pay for it? In other words, the difference between 
the $11 billion plus and the $4 billion plus is what firm commitments 
have been made for it, is that right ? 

Secretary Wiison. The difference between what figures? 

Mr. Merrow. The difference between the totals at the bottom of 
the page, $11,859 million is the unexpended balance and the unobligated 
balance is $4,221 million. 

In other words, does the difference between the two balances indicate 
that that is the figure that covers all of the firm commitments? 

Secretary Wiison. That would be my understanding. It would 
cover the firm commitments. 

Mr. Merrow. So that if all but the $4 billion were obligated then 
it would mean that all of the unexpended balance had been obligated ? 

Secretary Wiison. That is correct. 

We think that of that $4.2 billion, we may obligate somewhere be- 
tween $1.8 billion and $2.8 billion. I would like to give you a better 
figure than that but that is the best I can give you. 

Mr. Nasu. And that 4.2, of course, includes MSA money which is 
not our money. 

Secretary Wirson. Mr. Stassen could tell you about the rest of that 
better than we can. 
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Mr. Merrow. You feel the request of this year, of 5.8, which includes 
everything, both military and economic, is what you think ought to be 
obligated during the next fiscal year ? " 

Secretary Wiison. That is correct. 

Mr. Merrow. Then, it goes back to the question again, when we 
come up here to the end of this fiscal year, if you have $900 million 
unobligated in the military, you will have more that is unobligated jn 
the economic which will mean that at the end of the fiscal year there 
will be somewhere between $1 billion and $2 billion of unobligated 
funds for both economic and military. 

Secretary Wison. I would think so. 

Now, the way to look at that would be that that was assuming the 
objectives which were as complicated when the money was originally 
appropriated were sound objectives, that was a measure of how much 
we fell down in getting the job done in time. It does not necessarily 
mean the need is not still there. We just fell down in getting it done. 
It is just like having a production line. We just did not meet the 
schedule. 

When you have money appropriated here for fiscal year 1954, that 
money is not going to be immediately obligated. You cannot do it 
that fast. 

You cannot put a crew on who can spend the money in a month and 
then have nothing to do for the other 11 months. They have these 
different projects, we try to take the most important ones first and 
work on them and get them done. 

The money that has not been obligated, it is just that much of the 
job you did not get done. 

Mr. Merrow. I understand that but you feel that $5.8 billion is 
what should be done during the coming fiscal year and even though 
you did not get this much of the job done up to date, you feel that 
these unobligated funds ought to be carried over? If they are, that 
will increase the program, will it not ? 

Secretary Wison. No; it will not increase the program because it 
was already in the program. 

Mr. Merrow. It was already in the program but to come back to the 
other question, I do not see why the unobligated funds cannot be 
subtracted from the $5.8 billion and make a lesser sum for the coming 
fiscal year. 

Secretary Witson. Some of them can and some of them cannot. 
1 would not say that none of them could be reduced, but likewise I 
would not be willing to say that they all could because they were there 
for specific ees and the new fund we are asking for is for specific 
purposes. You cannot always move them from one category to 
another. 

(Discussion off the record.) 

Mr. Nasu. Now, what we had to decide was, what was a level of 
forces that these countries could afford to maintain. 

We had in this last fiscal year a very tough decision as to what we 
would do with the money that Congress made available to us in the last 
bill. Would we put that under contract to buy heavy equipment, say 
tanks, for divisions that these countries might come up with, and insist 
on getting in the NATO meeting in April. We did not know how 
that would go. It was a touchy thing. 
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Our estimate was that we should firm up a force level that the 
countries could themselves maintain without our having to kick in 
direct dollar support every year over a long period of time and that 
we would beef up the existing divisions and build up some reserves 
behind them—the so-called Ridgway concept which General Ridgway 
will enlarge upon, I know, when he comes before this committee. 

We had the problem of what we would buy with the money Con- 
gress gave us last year. Would we buy more tanks or buy the backup 
equipment, the engineering equipment, the backup artillery equipment, 
and that sort of thing. That made for a delay in the obligation 
of last year’s money. 

You see it does no good to obligate for tanks and then find out what 
you really want is bridge-building equipment. To deobligate that 
money and cancel contracts is a wasteful procedure. Therefore, we 
hoped the committee would not be too hard on us for the money that 
is not obligated that it made available last year, because nothing is 
so wasteful as to hurry up with obligations. You make improvident 
placement of contracts and as the Secretary said, what we want to put 
this monev into is the stuff that is really going to be needed. 

Secretary Wiison. There is another important thing that is worth 
understanding and that is the difference between a completely combat- 
ready division that is in being and a reserve division that there is 
equipment for that can be called to the colors and the men can spring 
to arms. 

Now these smaller countries and even the larger ones like France, for 
instance, but particularly we speak of Turkey and Greece: If you 
get too many able-bodied men in those countries all ready to fight 
at a drop of a hat you hit the economies of those countries double, 
hecause they have not the men to produce the foods and munitions 
and things they need because they are in the Army, and then you 
have a bigger army that has to be supported. 

We tried to hit a nice balance without getting our necks stuck out 
so far as Americans that we would have soldiers in camps all ready 
to fight all over the world that were going to be a continuing drain 
on our Nation. We are trying to work that down to a plan that gives 
us a safe posture of defense as against communism, but not one that 
is So expensive that our own people will rebel against the cost. We 
think we have a good compromise on it here. We are making progress 
in the right direction. 

Mr. Merrow. Mr. Secretary, did I understand correctly as you were 
responding to the first question that I asked, or the second one, that 
you thought that possibly there was some amount of these unobligated 
funds that could be taken from the $5.8 billion that you are asking 
for, for the following year. You said some could, perhaps, and some 
could not. 

Secretary Witson. I would think so. 

Mr. Riewarps. Is it fair to say, then, Mr. Secretary, that what you 
really need is elbowroom in which to operate ? 

Secretary Witson. Surely. 

Mr. Ricuarps. Because it may be that some of that unobligated 
fund will be needed pretty soon in order to get the most out of the 
proposed authorization in this bill? 

Secretary Wison. That is correct. 
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No business can run without a bank account. I do not think we 
needed as much in the bank account or as much credit in the bank 
as we had. 

I am in trouble, as you probably perhaps will gather very shortly, 
over our aircraft program in the same way. It is the same thing. 
We had a good bit of funds that had not been spent in our aircraft 
side of the thing, for various reasons. It looked like the reductio; 
we were making here was all coming out of the air side of the famil; 
as compared to the Army and Navy. Now, that is not so. It was 
just a fresh look at the thing and trying to reduce the fund that you 
had to have to work with. 

Now the aircraft side of the business—to begin with, when we 
started to put a lot of new models into production, and the lead 
time had to be so great and you had to make a contract going over 
such a period of time—well, we think now we can shorten that up 
and we do not need so much money hanging out there, so we are 
taking more out of it, seemingly. But at the same time with the new 
funds we are asking for, our Air Force will still have $40 billion th 
has not been paid out as of June 30, if you give us the $11 billion 
plus of new funds. 

There will be $28 billion in Defense Department appropriations that 
have not been paid out. 

So, wherever we could, we slung it back out without fear or favor, 
and I understand that has been done here, with the best knowledge 
we could in the time. But you gentlemen want to get at the job 
und it is hard to look it over det: ail for detail and item by item—a 
million dollars here and a million dollars there adds up. 

Mr. Merrow. I take it then, Mr. Secretary, that it is your con- 
sidered judgment that the Congress should not cut the $5.8 billion 
in the amount of the unobligs ated funds that exist on June 30? 

Secretary Wutson. I do not think that should be done, because I 
say that is a measure of failure to get the job done more than it is an 
indication that we did not need the 1 money. 

Is that a correct statement ? 

Mr. Nasu. That is a correct statement, and if we show that there 
is a part of that unobligated amount—if we show it in the remaining 
weeks of the hearings, ‘that is not properly and sensibly progr amed 
in the committee’s judgment, then in my view, it should come out. 

Mr. Merrow. That should come out? 

Mr. Nasu. That should come out, but it would not be anything 
in the way you spoke of it, where you spoke of $1 billion and $2 bil- 
lion. I do not know what the unspent money on the defense support 
side will be, unobligated, but I would be very much surprised on the 
defense side if we got close to a billion dollars in unobligated money. 

But, if we did, what I would suggest as a sensible course of pro- 
cedure would be to show you where the plans for the use of that 
money stands and let you look at them, oe if any of those plans fail 
to make sense to you, that much should come out. 

Mr. Merrow. And you would recommend it should come out if 
you cannot show it? 

Mr. Nasu. Yes, sir. 

Secretary Witson. As a matter of fact, we would take it out if 
it was not a proper expenditure. 
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Mr. Merrow. Thank you. 

Chairman Currerrietp. Mr. Carnahan—— 

Mr. Oirnanan. Mr. Secretary, I would like to try to ask some 
questions on this chart regarding the fiscal status of the MSA program. 

As big as these figures are, they are written in such fine print that 
I cannot even read them with my bifocals. 

I hope this would not be terribly confusing to the rest of the 
committee, but I would like to get maybe some elementary basic 
information on trying to understand the figures. 

On the first column, “Funds available through June 1952”—and 

we will take the military-assistance figure. It is on page 3, and 
you have to read the headings on page 2. 
' “Funds available through June 30, 1952.” Now that is available 
for what? What are they available for? Are they available to 
pay off the bills, or available for obligation, or available to arrange 
a program ? 

What are they available for? That is the $11.7. 

Secretary Witson. You see, the three columns; “Appropriated” 
“Fiscal year” and “Total available for obligation,” is the sum of 
those two. 

I would say they were funds that were still available. 

Mr. Carnanan. Available for what? Available for obligation? 

Mr. Ricuarps. No; that would be already obligated. 

Mr. Lanuam. Is that not just total accumulated appropriations ¢ 

Secretary Wiison. In previous years. 

It says, “Funds available through June 30, 1952.” 

You have the amount appropr iated for 1951, 1952, and so forth, and 
then there is an additional amount in the 1953 appropriation and that 
gives you the total available. 

The next column is the program funds. 

Mr. CarNnauAn. You say that is the total amount that remains of 
all the appropriations up to that time? 

Mr. Nasu. No, sir. 

Mr. Carnanan. What is it then? 

Secretary Witson. The total appropriated on the whole program 
through June 30,1952. The total appropriated in the previous years, 
including fiscal year 1952. 

Mr. Carnanan. Then that is total appropriations / 

Secretary Witson. That is right. 

Mr. Carnanuan. Nothing out. 

No obligation, no expenditures or anything else? 

Secretary Witson. That is correct. 

If you take the top of page 2, that is for Asia and the Pacific, the 
$2 billion. Then it goes on. 

Mr. Carnauan. I am looking at military assistance in all titles, 
where they are all added together. It is really the first line on page 3 
that I was trying to read. It is 11.7. [Reading :] 


Funds available through June 30, 1952. 11.7. 


Secretary Wiison. That is correct. 

Mr. CarnaHan. Now that is the total appropriations through that 
time ? 

Secretary Wuson. That is right. 

Mr. Carnanan. And nothing has been done to them? 


83064— 53———18 
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That is just the total appropriations? I do not mean that nothing 
has been done with them, I mean that this is the total figure, regard- 
less of what may have been done! 

Secretary Witson. This is the total figure that Congress said could 
be spent. Oe 

Mr. Carnauan. In 1953, we appropriated $4.1 billion and the two 
added together make the $15.9 billion ¢ 

Secretary Wixtson. That is right. 

Mr. Carnanan. Is that the total appropriation through fiseal 1953? 

Secretary Wirson. That is correct. 

Mr. CarnaHan. That is the total appropriation regardless of whiat 
may have happened to the funds? 

Secretary Wiuzson. That is right. 

You have there what we call an approved program and this is 
through April 30. 

Mr. CarnaHan. 1952? 

Secretary Wiison. 1952. 

Mr. LeComprs. Pardon me, but the clerk told me that should be 
1953. 

Mr. Carnauan. What is the difference between an approved pro- 
gram and an obligation ? 

Secretary Wuson. The people who have the responsibility for 
making the authorization or the approved program, that is the objec- 
tive. The obligation is when you have actually made it with another 
party. 

In other words, that is the objective. The program is something 
that has been worked out, recommended by our military people, and 
they say, “This is what we ought to do,” and then we go in and try 
to do it. 

That is why I would not say right away that any of the money that 
has not been obligated by June 30 should be taken away because it is 
part of a program—as I say, it is a failure to get the job done. 

Mr. Vorys. Would the gentleman yield? 

On this third column, “Total available for obligations, military 
assistance, $15,904,000,000.” 

Up at the top of the page it says, “Adjusted to reflect statutory 
transfers.” ( 

Now, there is a difference of $904 million between that figure and 
the figure you gave us allocated to defense, $15 billion, but you say 
you do all of the expenditures on military assistance. 

I want to come back to that because I am just like Mr. Carnahan, 
I want to get this clear. There is a difference of $904 million there? 


STATEMENT OF HON. N. E. HALABY, DEPUTY ASSISTANT 
SECRETARY OF DEFENSE 


Mr. Haxasy. This table the Secretary has seen for the first time in 
the last few minutes, 

Mr. Nash and I have seen it for the first time. 

There are some controversial figures always in the program each 
year at this time of year. We will see that you get caapeliod figures. 

Now, the $15.9 billion total available for obligation is the total 
that you and the Congress made available to the President. 
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Phe, then allocated the management of that money to the Director 
r Mutual Security. 

“Before he ev er releases any money to the Department of Defense, 
r “allocates it” in the technical phraseology, he has to have some 
progr ams that he thinks are worth allocating money to. 

When those programs are presented to him, he either approves them, 
modifies them, or rejects them. 

Now, the approved programs as of April 30, the next column over, 
are the programs that he had approved as of that date. 

Now, always i in a program of this magnitude and in any business, 
or even in a law firm, you have approved programs and some of them 
ire modified and changed. 

Now, as of this cutoff date, there is one situation. 

A week later there may be a completely different situation and you 
recognized that a few minutes ago, Mr. Vorys. 

Now, the figure that the Secretary gave you is a round figure. He 
had only a few hours—in fact, a few minutes—to go over these figwres 
and we tried to put them in round terms. He told you that about 
$15 billion had been allocated as of March 31. 

Now, that figure at its top, of what is actually allocated, and we can 
let contracts on, as of the present could be as high as $15,450,000,000, 
depending on a lot of discussions going on between the Director for 
Mutual Security and the Secretary of Defense. 

How do you get the remaining $450 million to $500 million? That 
has not been allocated to us. The reason it has not been allocated to 
us is that we have not yet fully justified to the Director of the Budget 
and the Director for Mutual Security, the use and the need for those 
funds. That, too, is in discussion. 

The Director of the Budget has been holding approximately $600 
million in what we calla budget temporary reserve 

Secretary Witson. The Bureau of the ‘Budget gets in on this game, 
too. Sometimes Mr. Stassen’s outfit thinks the money has been allo- 
cated to us in the Defense Department, but we have not got it cleared 
with the Bureau of the Budget yet, and they are still holding out on us. 

There is a chance for some diserepane) y unless you c arefully go 
through your figures as of a certain date and day and say where ‘they 
are, 

We will do that for you because I certainly want to account for 
every last dollar. 

Mr. CarnaHan. I am still not satisfied on the answer. 

“Total available for obligation,” that being the $15.4 billion. We 
have just been told that that is the total appropriations to date. 

Then, if all of the money we have appropriated for the last 3 or 4 
years, however long the program has foun running, is still all avail- 
able for obligation, what have you been doing during the 3 or 4 years? 

Secretary Witson. That amount includes what is already obligated 
as well as what is not obligated. 

Mr. CarnaHAN. That is what I was trying to get at. 

Secretary Wutson. It says “total available for obligation.” That is 
the total amount that you could spend as a maximum, that Congress 
authorized, providing the President and the Bureau of the Budget 
and the Director of Mutual Security said it was the right thing to do, 
item by item. 
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Mr. LeCompre. Would you yield to me, sir? 

That does not mean, though, that practically all of it has been 
spent and paid out, does it, Mr. Secretary ! 

Secretary Witson. Oh, no. The amount that has been paid out- 
my figures only go to March 31, but we have paid out $5.8 billion of 
$15 billion. 

We have obligated, according to my round figures here, as of that 
date, $12.3 billion. 

Mr. Carnanan. This $15.919 billion total amount available over the 
whole thing. It is not available from now on ? 

Secretary Wiison. Oh, no. It is the accumulative total. 

Mr. Carnanan, That would help. It is the total amount that has 
ever been available for obligation 

Mr. Ha.asy. It is the sum of your 4 years of authorization and 
appropriations ? 

Mr. Carnanan. Now, the cumulative obligations of 12.5 or what- 
ever it is, those are all the obligations that have been made to the date 
of these figures ? 

Secretary Witson. That is right. 

Now, “Obligations for the fise al year,” the next one. 

You say you have, as of the date of these figures, obligated 1.2. 

I would like to compare that with “Expenditures” by jumping over 
2 or 3 columns. 

You say you have actually spent in the same period that you have 
made this obligation of $1.2 billion, you have actually spent $2.7 bil- 
lion. Then you have spent twice as much as you have obligated 

Mr. Nasu. That is right. 

Mr. Carnanan. Now, how much do you suppose that you will 
actually spend during fiscal year, 1953 ? 

Secretary Wuson,. $3.8 billion. 

That is our best guess. We will actually pay out that much. 

Mr. Carnanan. There was appropriated in that year, $4.1 billion. 

Now what is going to happen to the difference between the two 
figures ? 

Secretary Wurson. That is $300 million. It is likely to be the fall 
down on production programs. As I say, it is a measure to some 
degree of failure to get the job done. 

Mr. Carnanan. Now, you are going to obligate, though. You are 
going to obligate about how muc +h? Tet us take the obligation figure 
and not the spending figure. 

Secretary Wiison. There is one thing I would like to remind you 
men of. Totry to get a hold of this thing, we stopped all new projects 
and had them held up. That means that we have not obligated as 
much money in the last 8 months as we ordinarily would have done. 
We just said, “We are going to take a fresh look at everything, here, 
to see what we can save money on.” 

So any project that had not been started, we held them up. That 
has given it a pinch. 

Now that we have the programs in a form that we are willing to 
back up and say, “That’s the right program,” we are going to release 
those again and that is why we have an uncertain figure here on obliga- 
tions which we say will be somewhere between $1.8 billion and $2.8 
billion. It is because we have held up a good many of them here for 
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3 months, and it is why this figure of obligations from fiscal 1953 to 
date is what itis. It is because we stopped it. 

There is no other way to do it if you really want to try to get a 
hold of it. 

We think there will be some substantial commitments made in the 
form of obligations in the near future. As a matter of fact it is going 
on right now. 

Mr. Carnanan. For fiscal year 1953, there was appropriated to 
«Military assistance” $4.1 billion and during the year you are going 
to obligate possibly $2 billion or $2.1 billion : 

Secretary Wiison. No; we are going to do more than the . 

Mr. CarnaHan. You said you were going to spend $3.8 billion. 
Now how much are you going to obligate ¢ : 

Secretary Wirson. Prob: bly somewhere around that same amount. 

Mr. Carnanan. Around $3.8 billion ? 

Mr. Hatapy. Between $3 and $4 billion, Mr. Secretary, depending 
on the factors you mentioned. 

Mr. Carnanan. If you obligate $3.8 billion, that will leave about 
$1 billion. What happe ns to that? 

Mr. Hanapy. It is carried over. 

Mr. Carnanan. It was appropriated for the year and it was not 
obligated. 

Secretary Wixson. It is that $900 million we have been kicking 
around. We say it is subject to a review to see whether it has to be 
7 nt or whether it is in the c: ategory of worthwhile things that should 
be done, and obligations that should be made, that for one reason or 
another you just could not get made. 

Mr. Vorys. Would the gentleman yield? 

Mr. CaRNAHAN. Yes. 

Mr. Vorys. I thought the figure of “Unobligated at the end of fiscal 
year 1953,” was going to be between $1.8 billion and $2.8 billion? 

Mr. Carnanan. That is right, unobligated. 

Mr. Vorys. I made a note of it. 

Mr. Hararny. That was the amount to be obligated in the last 3 
months of the fiscal year and it would be added to the amount already 
obligated during the fiscal year, so that the total obligated during fisc al 
year, out of all the funds available, would be somewhere between $3 
hillion and $4 billion. 

The Secretary has explained why that range is so wide. 

Secretary Wiison. If you take these figures in this column here, it 
says, “Total available for obligation.” On “Mi litary assistance,” it 
is S15. 904 billion. “Cumulative obligations” are $12,537 million, 
which would leave $3,400 million unobligated as of March 31. 

Now, we say that we expect to obligate somewhere between $1.8 
billion and $2.8 billion. That will leave somewhere around $900 mil- 
lion, more or less. 

Some of that is back in the budget reserve that has never been made 
available to us for obligation anyway. 

Mr. Harasy. That is correct. 

Mr. Carnanan. I have another question : 

You probably will actually spend more during fiscal year 1953 than 
you obligate ? 

Mr. Nasu. That is right. 

Secretary Witson. We hope to get the goods to do so. 
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Mr. Carnanan. You will spend more than you obligate? 

Secretary Wiison. We hope so because the obligations were made 
in the past with the then programs of the past. 

In other words, Congress appropriated the money and everybod) 
went ahead to the best of their ability to try to spend it well. Some 
of it we did not get spent. Some of it we did not get obligated. 

Mr. Carnanan. And then with the appropriations over the last fey 
years, or with this accumulation of unspent balances, it will be }» 
sible maybe for the next 2 or 3 years, for you to spend more than 
will be necessary for the Congress to appropriate ? 

Mr. Nasu. Definitely. 

Secretary Wiison. For instance in the defense budget itself, w: 
are asking for new funds in the amount of about $36 billion. The ex 
penditures are going to be $8 billion or $9 billion more than that, 
money paid out. 

Mr. Nasu. On this very bill we are asking for $1 billion less of new 
money than what we expect to spend in fiscal year 1954. We are ask- 
ing for $4 billion and we expect to spend $5 billion. 

In other words to eat up this overhanging balance, and to answer 
your question, Mr. Carnahan, of what happens to that which you do 
not actually get rid of this year, we hope that it will be carried ove: 
unless upon examination the committee finds that we do not have firm. 
sensible programs to obligate that money for. 

Mr. Carnanan. And the amount of money you are going to ask for, 
then, will be the amount of money you think you should obligate, plus 
the amount to pay the current obligation you make which will come 
due within the current year ? 

Secretary Wiison. That is correct. The new money we have asked 
for is what we think we should spend and obligate, or obligate and 
spend. Some of it will actually be paid out, a part of it for salaries 
and things like that that are paid by the month, they will actually be 
gone. The longer-time commitments will be in the form of obligations 

The amount of money we are asking for is on the assumption that 
the prograins of the past will be carried out and largely that is so 

I would not say that it would be completely so. There are some 
things that have changed and before you get the money actually obli- 
gated you decide that it is not quite the right thing to do any more, 
that 75 percent as much is enough, or something like that. 

Mr. Carnanan. By and large, the obligations of the past will have 
to be paid out unless someone fails to deliver on a contract ? 

Secretary Witson. That is right. 

Mr. Carnanan. They would have to be paid out and this is th: 
reason why you cannot have the figure that you asked for reduced, 
because you are planning to obligate a definite amount of money and 
you already owe previous commitments that must be paid within the 
current year, so consequently the figure cannot be reduced without 
actually reducing the program that you had in mind. 

I will surrender the floor now. Ithink I have had it long enough. 

Chairman CurrerFrietp. The previous commitments we have ap- 
propriated for? 

Secretary Witson. I understand we cannot make commitments with 
out the appropriations. 
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Mr. Vorys, Will the gentleman yield right there? I want to refer 
vou to a statement of Mr. Garlock at our hearings last year, page 
419. Iam quoting my question and his answer: 


Mr. Vorys. Do you have contracts like this: A man from my district called me 
up and said there was bidding going on for certain things subject to appro- 
riations for this purpose by the Congress. 

Mr. GARLOCK. Mr. Vorys, they frequently get into that just before the appro- 
riations normally come due. It is a saving clause in there so if the appro- 
riation gets changed more than they anticipate, that they can get out of the 
ontract without a loss to the Government. 


Mr. McNeil went on and said: 


I think we had that problem because last year we were in a spot where our 
appropriation bill was not passed until October 26, if I remember correctly. 

They did make and maybe still make contracts with that clause in 
there. 

Secretary Witson. I understand what we did. We asked for bids. 
We acted! like we were going to place the contract and got the paper 
work worked out but we did not actually make the contracts. That 
is what I understood was done, 

I understand for a procurement officer to buy something before the 
money has been obligated is an offense and he is personally liable for it. 

I have been on the receiving end of it at times. I remember when 
the defense program there in the fall of 1941 looked so tough and 
Ordnance wanted to buy some tanks and they did not have any money. 

Finally they found they had some money that had been put up 
by the Russians and they had enough money to buy 175 tanks and 
would we take a small order for the 175 tanks and get started. But 
the Congress had not appropriated the money and I did not dare do it. 

I said I would be so pleased if we could not have a war that I do 
not care if you can sell thera or not. 

But from my contracting experience no contracting officer will ever 
make a contract unless the money has been appropriated by Congress. 
He will talk about it. They talk about it for years, sometimes, but 
they never did it. 

Mr. Lanuam. Do you not think that it is a wise policy on the part 
of Congress not to permit any contracts to be made until the money 
is actually appropriated—not authorized, but appropriated ? 

Secretary Witson. Surely. 

Mr. Lannam. This committee will authorize the expenditure of 
certain funds but until the appropriation is made by the Appropria 
tions Committee, it seems to me perfectly sound that no contract ought 
to be made in spite of the authorizaion. 

That is your view, is it not? 

Secretary Witson. Certainly it is. 

Mr. Lanuam. I have been afraid that the Congress would go back 
to the old method of authorizing expenditures and not requiring ap- 
propriation before the money is actually obligated. I hope they do 
not do it. 

Secretary Witson. I would not ask you to do it. 

Mr. Lanuam. I know you would not, and I appreciate your 
attitude. 

Chairman Curprerrrevp. Mr. Secretary, I will delay my question, 
because the time is late, and I want to get around the committee. 

Mr. LeCompte—— 
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Mr. LeCompre. Thank you, Mr. Chairman and Mr. Secretary. [ 
am going to make my questioning brief. 

The figures that you have given more or less answer all of my ques- 
tions anyhow. They are so big that I cannot grasp them and under- 
stand them shoouaitiy anyhow, but what I was going to ask you was 
more about your recent trip to Europe. 

Did you come home convinced that the program as a whole is going 
forward in a satisfactory manner ? 

Secretary Witson. Yes, sir. 

Mr. LeComere. I think that is what the American people are mostly 
interested in rather than the amount of figures. The average man 
on a farm or in a shop or office cannot go “into these figures, | but he 
wants to know if the money we are spending is getting the job done. 

Secretary Wiison. I would say that we are going ahead in a satis- 
factory manner, realizing the problems that had to be solved. 

I know Americans are pretty anxious to get this West German 
thing settled and get the French and the Germans to bury all their 
previous differences and get into a better position for all economic, 
social, and military purposes in Western Europe. 

I think real progress is being made on it. 

I was much impressed by Chancellor Adenauer, and Mayer of 
France. They are men of good will trying to work out difficult things, 

Mr. LeCompre. And men of good character, too. 

Secretary Wixson. That is right. 

I think the world is fortunate in having as competent people as 
exist right now trying to work these things out. 

Mr. LeComrre. That is a splendid statement, and I am glad to 
have it. 

There is only one more little question that I was going to ask, and 
that is because I do not understand the situation fully, and that is 
about the armament we are building up in these countries. 

Do France, England, and Italy, have a national army completely 
separate from the force that we are trying to organize and help them 
with for the NATO obligation ? 

Secretary WILSON. They have some forces that are not committed 
to NATO, just like we have. We have some forces that are committed 
to NATO, and France and England also have. 

Mr. LeComrrr. Now, that gets into the Indochina situation. The 
forces that France uses in the Indochina war are not a part of NATO, 
at all. 

Secretary Wizson. That is correct. 

Mr. LeCompte. We contribute nothing to that? 

(Discussion off the record. ) 

Mr. LeComrre. Thank you, Mr. Secretary. That is as far as I 
wanted to go. 

Chairman Cureerrretp, Mr. Lanham—— 

Mr. Lannam. Thank you, Mr. Chairman. 

Mr. Secretary, I just want to express my pleasure at the way you 
have presented this matter to the committee this morning and ‘the 
grasp you have of the problem, and the way you are going about 
meeting the problem. 

I have been delighted. I am sure the committee appreciates it, 
and I do. 
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Secretary Witson. You encourage me. It is very nice of you. 

Mr. Lannam. I agree thoroughly that we should try to get a 
dollar in value for every dollar we spend. 

In this connection, I call your attention to notification 38, under 
manpower order No. 4, by which a certain amount of funds to be 
obligated by the armed services is set aside for negotiated contracts 
to try to take care of areas of unemployment. 

I am in sympathy with any community that has unemployment, 
but it does seem to me that we are paying a premium there for what 
we buy and that we are not getting our money’s worth if that policy 
is pursued. 

I do not know whether you know about it in detail, but I hope you 
wil consider it and that we will put all procurement on a sound 
procurement and fiscal basis and then take care of unemployment in 
some other way. 

Secretary Witson. All my life I have never been against knocking 
off two birds with one stone, as they say. 

Now the thing that you have to do is really get your money’s worth 
and try to solve that other one if you can. 

In other words, if things are equal, then you place the contract in 
the area where they need it the worst. Or, if things are equal, you 
give it to small business. But I do not believe that we should subsi- 
dize people with a defense program. 

Mr. Lannaom. I agree with you. 

Secretary Wuson. I judge that is the point you are making. 

Mr. Lanuam. It seems to me this set-aside program does just that. 
The testimony before the Senate and House watchdog committee the 
other day was that those contracts that are negotiated are at prices 
about 3 percent more than the lowest bid, because the negotiated 
contracts were let at the “average weighted bid.” 

Secretary Wizson. I hope we can reasonably carry out the purpose 
and intent of Congress without wasting money. 

If it comes to wasting very much money, I will be inclined to hold 
that it is not the right thing to do, that the penalty is too great. 

Mr. Lanna. I am sure that is a fact. The testimony be fore that 
committee was that those negotiated contracts cost about $550 more 
and take from 30 to 60 days longer to get results or to enter into 
contracts than contracts let under bids. 

Secretary Wiison. I am going to try to set it up a little more 
— tively. The distressed areas that need business ordinarily should 
be the ones who can make the lowest bids. I feel the same way about 
our offshore procurement. In these other manufacturing countries, 
they pay lower wages than we do in this country and if they have 
management and the right kind of tools to work with, they should 
be able to make lower prices and we should not have to pay any more 
for the product. 

I am going to try to stick to that. Do you men think this is 
right? 

Mr. Ricnarps. Yes, I think that is right. 

Chairman Currerriecp. Mrs. Church 

Mrs. Cuurcn. Thank you, Mr. Chairman. 

Mr. Secretary, I am going to add my appreciation of your forth- 
right ca ndor and your fresh look at the administration of the program. 
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If you will let me add to that, a line to show my own sincerity, | 
would refer to the words someone wiser than I who said, “There js 
more faith in honest doubt, believe me, than in half the creeds.” 

If you will let me approach you in a kindly spirit along that line, 
I would like to ask you two questions ? 

I had the good fortune to go overseas with the subcommittee study- 
ing infrastructure and I came home seeking perspective and do not 
find that time has allayed any of my own har. I seek a little re- 
assurance. 

First of all, has the National Security Council ever done for the 
whole program what you so refreshingly said you have done for the 
administration of the program, namely given the whole matter of the 
security of the United States in its world position, a whole new look- 
see ? 

Secretary Wirison. We are looking at it now, and we are certainly 
going to do exactly what you are talking about. 

We are even going to have some new military chiefs to help us do 
it if you will give us a little time. 

Mrs. Cuurcu. Perhaps it would not be well for me to state how 
much I approve of that stand. 

As we went around in Europe and saw the stupendous program, 
large in concept—and I would agree with you well underway—I 
asked over and over again, “Well, what happens if it does not hold?” 

(Discussion off the record.) 

Mrs. Cuurcn. I came home, therefore, with two questions, Mr. 
Secretary. The first one was whether or not we might not be building 
in the air, or in protection against air attack, another Maginot line. 

T was in France in 1939 when the people certainly had a great sense 
of false protection; and I wonder whether or not you, like myself, 
have not looked at that great world globe and seen the easy way over 
to Chicago, Detroit, and Pittsburgh, and wondered whether or not we 
were building up such defenses in Europe that they would be by- 
passed ? 

Secretary Witson. We are doing things, too, such as bases in Green- 
land, which were difficult and expensive bases to build. They are up 
there not to defend Europe but the Canadians and ourselves. 

Of course, my hope about the whole business—and, unfortunately, 
like some of the rest of you, I have watched two big world wars, and 
then I have watched our country lose the peace twice—It is my hope 
that if we start to do, in addition to this preparedness, so that we do 
not lose, the kind of things that it would take to win the peace after 
a third world war, maybe we will never have that third world war. 

It is my hope that the present generation in the world is smart 
enough—and I include a lot of other men besides those of our na- 
tions—to try and work that one out. That is the real hope of the 
world. It is not another world war, because if we have it on the same 
old pattern we do not know what to do with our conquered enemies. 

Here we are now with the war only over less than a decade and we 
are counting on our previous enemies, the Germans and the Japanese, 
to help protect us from a new threat. That is certainly a peculiar 
situation to be in. 

It shows that we did not do very well in establishing the conditions 
of world peace after World War IT. 
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Mrs. Cuurcu. I think, Mr. Secretary, your insight in that regard 
vives us courage. 

Specifically, I was leading up to this second question : 

In an effort to economize and to buy as much security as we can with 
the least expense, have we cut out of this bill any amount of money 
which would make us more secure from the north or from the south 
of our own continent? 

Secretary Wiison. I do not think so. I think it is a good com- 
promise, a good realistic appraisal. 

- We have to realize we could defeat ourselves by completely upset- 
ting the economy of our country. 

The Russians, ever since World War II, have expected our free 
economy to collapse on itself. They have been banking on that, and 
it has not happened. 

It is necessary to preserve the economy of our country, preserve a 
standard of living for the people, so that they will support the activity 
that is going on. 

[f we tried to produce twice as much, we could only do it by taking 
it out of the standard of living of Americans. There is no place else 
for ittocome from. The people are all working. We have good tools; 
we have good management; we are doing things well. We are paying 
high wages, and we are still getting relatively good costs on the fin- 
shed products. But if you tried to double the program we would 
have to take it out of the standard of living of all the people, and I 
do not think they would be for it. 

Mrs. Cuurcu. And you feel that this gives us the security we need. 

Secretary Winson. Right now; yes. 

Mrs. Cuurcnu. Thank you. 

Chairman Cureerrmip. Mr. Harrison. 

Mr. Harrison. Mr. Secretary, I would like to say I have observed 
a couple of times in the course of your remarks that you have com- 
mented on the slowness in getting the money spent that has been 
authorized and the failure to translate these appropriations into hard 
goods, and I would just like to say that I certainly do commend your 
efforts in that direction, which seems to me to be one of your greatest 
problems. 

Chairman Currrrrrecp. Mr. Prouty. 

Mr. Provtry. Mr. Chairman, I, too, should like to compliment the 
Secretary and suggest that perhaps a primary reason for the backlog 
and our failure to get the job done may be due in large measure to 
the complicated organizational structure which has been created. 

I have a chart here which represents the military-assistance screen- 
ing process. 

I have another also, a MSD flow chart. I do not profess to under- 
stand them, but it does seem to me that what we need more than any- 
thing else is a coordinator to coordinate the coordinators. 

I am wondering if there is going to be a serious attempt made to 
streamline this whole approach and simplify it. 

Secretary Wixison. I am sure you men know about the plan for the 
reorganization of the Defense Department that the President sent to 
Congress, and which resulted from the recommendations of the Rocke- 
feller Committee. I personally think it was the finest committee any- 
one ever got to work on a problem for them. They worked very hard 
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and faithfully, and they were very competent and experienced people 
who were on that committee. 

I hope that a reorganization of the Defense Department itself wil] 
just do the thing you are talking about. 

Mr. Provry. I hope so. 

I have just one other question: What do you think is the primary 
objective of the offshore procurement program—let me amplify: Is 
it a short-range program designed to secure the maximum of stra- 
tegic materials in the shortest possible time or is it to be regarded 
as a long-range program to enable the European countries to build up 
their industrial and defensive strength to a point where further as- 
sistance from us will be unnecessary ? 

Secretary Witson. There are really three facets to it. It will take 
advantage of and use the industrial capacity of Europe. In the 
process it will build up their ability to produce at the right kind of 
costs. It will make it possible for us to gradually withdraw so much 
assistance because they will have the facilities to take care of their 
own requirements, especially if they cooperate with each other. 

The thing that has made the military defense of Europe so ex- 
pensive in the past is that each nation tried to be self-sufficient in it- 
self. It tried to design all types of guns and airplanes, and tanks, and 
so forth, and build them in relatively small quantities. They are go- 
ing to have to pool some of their resources in Europe, and this air- 
craft contract is a very good example of that, where certain types of 
fighters—the Hawker-Hunter is going to be built in England and 
the Mystere Mark 4 in France. 

I took the trouble to go down and see both of them, and they dem- 
onstrated them for me. I have great confidence in our technical peo- 
ple, but I want to see them myself so, if anybody asked me about it. 
T could say “Yes; they are good planes, and we are going to get our 
money’s worth out of them.” 

They form an added piece of cooperation in Europe, which is highly 
necessary. 

Now. a third thing—and this especially applies to ammunition and 
these short-range airplanes like the ones I am talking about that will 
be needed so badly in the first few weeks of war. It is much better 
to have ammunition that can be produced close up than ammunition 
produced in our country, that has to be shipped abroad with the added 
time interval and the added hazard of submarines and what not. 

So, the defense of Western Europe to an increasing degree is going 
to have to be finally the responsibility of the people who live over 
there. So, the offshore-procurement-program proposal carried out 
at the right place has some added gains in it other than just getting 
the material itself. It also will help to balance our trade with these 
nations during this period. 

Mr. Provry. But it will not necessarily help their internal economy. 
It will ease the balance-of-payments problem obviously. I imagine 
it will increase their productive capacity to some extent. 

Secretary Wiison. It does in a way, because it gives them bigger 
quantities and they can organize and get better machinery and or- 
ganize the production better. 

For instance, these planes we are buying in England were added 
to planes they were going to buy themselves. They are the planes 
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that are going to be used by the Dutch and the Belgians and so forth, 
for their part of it. 

Now, if they had tried to design new planes and put them into pro- 
duction in 1 small quantities in Holland and Belgium, they would have 
cost twice as much and it would have been a much bigger strain on 
the economy. 

Also, the planes the English bought for themselves were cheaper 
because of the added volume of this production. 

They do not understand that quite as well as Americans do, but 
they are beginning to see it over there. 

Mr. Proury. We made a commitment to France last July for about 
499 maillion worth of ammunition, which, as I understand it, has never 
been met, principally due to the effect of the inflexible price criteria 
applic able to OSP contracts. 

Secretary Wirson. Say that again, now. 

Mr. Prouty. I think we made a commitment to buy from France 
last year, $99 million worth of ammunition. That was in July 1952. 
To the best of my knowledge, that commitment has not been met as 
f now, because of the inflexible price ceiling which our procurement 
agencies must adhere to. 

Secretary Wiison. Do you mean the obligation has not been made, 
that we have not contracted for it? 

Mr. Nasu. If I could answer that, Mr. Prouty, we, as of some 
months ago, had placed contracts for about $82 million worth of it. 
When I was over there in early April, I urged that the rest of it be 
committed and the entire amount has been properly committed, the 
entire $99 million has been properly committed. 

There was a long delay in doing it because our people insisted on 
getting what they felt were proper types for proper prices, but it is 
all under contract now. That commitment to France has been ful- 
filled. 

Mr. Proury. Did it involve any subsidization ? 

Mr. Nasu. Not to my knowledge; no, sir. 

Secretary Wirson. I might say that the French military people 
thanked us for it, for being a little careful about the price and insisting 
that it be right, and that the production be set up properly, because 
they say, “Now we are going to get ours cheaper, too.” 

Mr. Proury. I cannot find any fault with that. 

Mr. Ricuarps. Will the gentleman yield for just one question? 

Mr. Provury. I yield. 

Mr. Ricrarps. I think the preponderance of the evidence is that 
the offshore procurement program is a good thing for many reasons, 
but I think the weakness of it is that it hamstrings standardization. 

Secretary Wrrson. The front is so big and you handle your mili- 
tary operations in groups. You would have flying off of one airbase 
English planes or French planes, and 100 miles away you might have 
some American fighters. But the parts and service problem, the closer 
you can get that to home, the better off you are, too. 

Mr. Ricuarps. On the offshore procurement program, you do not 
even get standardization of parts, do you? 

Secretary Witson. Oh, yes. You are much better off then, if each 
nation has its own, you know. 
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There are only five countries, ours and England, Italy, Belgium, and 
France, who make planes now. The Germans did, of course, but thei 
industry has all been liquidated. 

I see nothing the matter with the program. 

Mr. Ricuarps. I think it is a good program, overall. 

Chairman Cutrerrretp. Thank you very much, Mr. Secretary, fo: 
your fine testimony. 

(Whereupon, the committee adjourned at 1 p. m. to reconvene at 
10: 30 a. m., Tuesday, May 12, 1953.) 
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TUESDAY, MAY 12, 1953 


House or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D. C: 

The committee met in executive session, pursuant to call, in room 
G-3, United States Capitol, at 10:35 a. m., Hon. Robert B. Chiper- 
field (chairmi.n) resins 

Chairman CurrerrreLp. The committee will come to order. 

It would be helpful to us, Mr. Secretary, if you would explain in 
simple terms some points that bother the committee; for example, the 
difference between an administrative deficit and a cost deficit. An- 
other point that should be clarified is why appropriations made by the 
Congress several years ago for tanks and other military items have not 
yet been spent. 

This bill contains a large request. We have to understand why 
it is so large and its relation to our income. Perhaps you could also 
explain the overhang of billions of dollars that you referred to the 
other day. 


STATEMENT OF HON. GEORGE M. HUMPHREY, SECRETARY OF 
THE TREASURY 


Secretary Humrurey. I did not bring the figures on that because 
I thought we were to talk about MSA, but I will try to explain it 
anyhow. 

What the Congress does is this: The Congress makes an appropria- 
tion. My recollection is that the appropriations are about $73 billion 
for this year. 

I think perhaps this paper will give it to us, right here. Here are 
the estimated expenditures for this year: 

‘ $78 billion. The estimated appropriation is a substantially lesser 
re. 
Sled this is the Truman budget: $78.6 billion of expenditures, $68.7 
billion of income, which shows a proposed deficit of $9.9 billion. 

It then shows what is estimated as a cash deficit of $6.6 billion. 

I will explain the difference between the $6.6 billion and the $9.9 
billion. That is a simple explanation and you will get it in just a 
minute. 

There are. certain governmental funds, pension funds, unemploy-’ 
ment compensation funds and funds of that kind, for which money 
has to be collected from the people and paid into these funds each 
year. ‘Those funds : ve about $3.3 billion a year now. As that $3.3 
billion comes in, the 'freasury reaches in and takes out the cash and 
puts an IOU back in. 
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Now, that sounds pretty bad when you say it that way. You can 
cause a lot of commotion about it if you put it just that way, but when 
you explain it a step further, it is not quite as bad as it first sounds, 

What you put back in are Government bonds. 

I was talking to a businessman one day and he said: 

I think you fellows are a lot of crooks down there. You reach into these 
funds—we the employees, the employers and all pay $3.3 billion in cash, and you 
reach in and take the cash out and spend it. It just goes into the common ex- 
penses for that year, and you put Government bonds back in. 

Chairman CurrrerrreLp. We owe it to ourselves, though. 

Secretary Humpurey. I said, “You have a pretty big pension fund 
yourself in your company.” 

He said, “Yes, we have, we have a big pension fund.” 

I said, “What is your money invested in mostly ¢” 

He said, “We have it in Government bonds.” 

I said, “So have we.” 

It is not crooked. There is not anything wrong about it. The cash 
is taken out and the Government bonds are put back in, so that the 
cash not presently needed for use in those funds is made available for 
other purposes. 

Now the danger with the thing is—and there is a substantial danger 
with respect to it—that Government funds, unemployment funds, 
pension funds, private unemployment pension funds, compensation 
funds and various other things—a great many funds are invested in 
Government bonds. 

Now, if everybody should want to use their funds all the same day 
and needed cash instead of investments, they would all start selling 
bonds the same day and that would be a great strain on the investment 
market, you see, so you could get into quite a jam if it happened all 
at once. 

As long as things go along in an orderly way, there is no trouble 
about it, but there is that threat that hangs over both the private and 
the public. 

But, when you see on your statement the difference between what 
they call the administrative deficit, and the cash deficit, it is just 
$3.3 billion. That is the fund which comes in and from which the 
Treasury takes the cash out. 

They take it out of the fund box and put it into the general expense 
box with the rest of the public money. Then they pay Government 
bills out of that. money and they put bonds in there. 

Now, that has nothing to do, however, with this overhang which 
you are talking about and which is a very much bigger item and a very 
much more important item. 

I can just illustrate what happens in this way: Let’s say that about 
4 years ago we used to have appropriations of $10 billion or $12 billion. 
They then went up to $20 billion to $30 billion. Then they went up 
to $40 billion or $50 billion, and then they got up to $80 billion to 
$90 billion. 

Now, when the Navy wants to build a carrier, that carrier has to be 
built over 5 years or 4 years or some other period, When a new air- 
plane is bought, it has a lead time of a year or two making designs 
and may have a total of over 3 years. 
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They come in with a request for appropriation for military items 
of that kind. The total request for appropriations—I’ll say, it used 
to be 12, then 30 or 40, _ 80 or 90—was just going right up ‘like that. 

Let us take a high year. Let us say they would come in and request 
$80 billion of appropriations. 

Now, you vote that. That would all be voted this year. Congress 
would vote it this year for the next fiscal year. But, in the next fiscal 
year there would be lead time, preparation and plans and so forth and 
perhaps only about $10 billion of that $80 billion would actually be 
spent. Then the second year you would spend $30 billion of the $80 
billion and then the third year you would spend $40 billion of the $80 
billion. 

In arriving at the amount of taxes that you raise, in the first vear 
you are only going to spend $10 billion in cash money, so you would 
only raise $10 billion in taxes, if you balanced the budget. 

The second year you had jumped to spending $30 billion, but sup- 
pose you did not quite raise the taxes there, so you raised $25 billion 
of taxes and added a deficit of $5 billion. You had a deficit that you 
had to carry forward. The deficit would go to increase the debt. 

Now the next year you are going to raise $40 billion. Then you 
might raise the taxes from $95 billion to $30 billion, but you were 
spending $40 billion, so you would have $10 billion more debt. 

When you are in this rapidly ascending scale that is what you are 
doing. 

Now, take this year, for instance. The expenses this year are esti- 
mated to be $78 billion. Well, $41 billion of that $78 billion is for 
money that you fellows appropriated back here 2 or 3 years ago. 

Mr. Roosrvert. What was the figure again? 

Secretary Humrurey. It is $78 ‘billion and $41 billion of the $78 
billion is for money that has been appropriated in previous years. 
There is $81 billion of money that was appropriated back there that is 
now being spent out here. 

Chairman CutprrrieLtp. Mr. Secretary, why do you not set aside 
that money that we appropriate for that specific purpose until it comes 
due and until you have to spend it? 

Secretary Humpnrry. Because you ladies and gentlemen did not 
run the taxes up. If you had taxed us $90 billion when you appro- 
priated $90 billion, you would have the money in the bank. But what 
you did was, you not only did not tax enough to pay current bills, you 
ran a deficit in current bills. 

It is just like going to the store—as some fellow illustrated it the 
other day. He: said when he married his wife they arranged a house- 
keeping ‘budget and they had it all figured out just what the budget 

was going to be. Everything was going to be fine and he was going 
to earn enough to meet his housekeeping bills as he went along. 

They had only been married 2 or 3 weeks when goods began to arrive 
c.o.d, Every once in a while a bunch of stuff w ould come in ¢. 0. d., 
and it threw the budget out of line. The man found out that his wife 
had bought a lot of stuff before she was married that came in after 
she was married and he had to pay for it. 

That is what you ladies and gentlemen are doing with us. Before 
we married you, you bought a lot of c. o. d. stuff that is coming in. 
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Chairman CurperFieLD. Congressman Short described it the other 
day as a woman who married a man and got all the money that he 
made and charged bills at a department store. Then he got the bills, 

Secretary Humpnrey. That is exactly what happened. 

What happened is that with the vast amount of money that you ap- 
propriated over what you raised, you authorized people to go and buy 
stuff and you were on a c. 0. d. basis. You have to pay for it when and 
as it is delivered. 

Now, 2 or 3 years ago, they began buying these things, and there are 
$41 billion of things they bought in past years which are being deliv- 
ered now. Every time the boy comes to the door with a package, we 
have to dig up the money. That is the net of it. 

Mr. Roosrveit. Mr. Chairman, I am in hearty agreement with this 
analysis. Mr. Secretary, in this Congress, I have been joined by a 
number of Members on both sides of the aisle in a bill I first intro 
duced 3 yearsago. That bill simply calls for an annual cash budget, 
a long-range capital-investment budget, and then the regular appro 
priation, the annual appropriation budget. 

In this way, the Congress would know just exactly what you are 
talking about, what we are authorizing today and will have to pay 
for 3 and 4 and 5 years from now. Also, we will know what we are 
spending this year, and thereby will know whether we can afford 
to go ahead and authorize what we are spending ahead. 

I have had a great deal of trouble in getting anybody to take much 
interest in that bill. 

Incidentally, in addition, there is an important item in that bill 
which calls for a presidential item veto. For your information | 
intend to offer a clause which will give the President the right to veto 
special items, individual items, in every appropriation bill that comes 
up from now on. 

Secretary Humpurey. I personally think that is one of the most 
important things that you can do. An individual item veto will do 
more to help to keep financial things straight in this country than 
anything else you can do. 

Do you happen to have the expenditures and appropriations of 2 
years ago, where you can put your finger on them? 

If you had those two figures it would illustrate the situation. I 
have forgotten what the appropriations were, but they were in the 
order of $90 billion last year and the taxes were of the order of $35 
billion or something of that kind not very long ago. 

Mr. Merrow. Mr. Chairman 

Chairman Cutprerrrecp. Mr. Merrow 

Mr. Merrow. To get the figure in mind, you say we have appro- 
priated $41 billion in excess of what we have raised to date? 

Secretary Humpnrey. You have appropriated ‘ 81 billion in excess 
of what you have raised to date. 

Mr. Merrow. Eighty-one billion dollars in excess of what we have 
raised ¢ 

Secretary Humenrey. Well, it is even more than that. As of June 
30 there will be appropriations of $81 billion for which you have 
provided no money whatever so far. In addition to that, you have 
spent a lot more in the past few years, including this year, than you 
have raised the money for, which has gone to increase the debt. 
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Mr. Merrow. What is the $41 billion that you referred to‘ 

Secretary Humpurey. The $41 billion is the part of that $81 billion 
which we have to pay for goods being delivered this year. The whole 
$81 billion is for goods to be delivered this year, next year, and even 
after that. 

Of those future years, 41 of the 81 will be for goods we pay for 
this yeal 

Mr. Javirs. When you say, “this year” what do you mean? 

Secretary Humpurey. “This year” means fiscal year 1954. 

Mr. Merrow. Has the difference between the 41 and the 81 been 
obligated ¢ 

Secretary Humpnrey. It will be carried forward this year and the 
year after. That money has to be raised when you get there. 

’ Mr. Merrow. All of it has been obligated and there can be no saving 
or cutback on that total, is‘that right ¢ 

Secretary Humpeurey. When you say, “No” you have gone a little 
too far, I think. 

You see, the first thing Mr. Dodge did when he came down here was 
to put in this stop order which froze ev verything. Employment, 
expenditures, and everything else. 

We put in this stop order. We started out to go over every single 
one of the items that constitute this $81 billion to see what, if any thing, 
could be stopped. 

Now, there may be a relatively small amount. When you speak of 

$1 billion, it is a tremendous amount of money You are talking 
about huge sums even though they are relatively sm: all, you see. There 
may be some relatively small amount of that $81 billion that can be 
postponed, or even canceled, but the great bulk of it is too far in 
process, so that the cost of cance ation would be too big a loss, and 
it is for military equipment almost entirely, for things that we 
actually need in a preparedness program. 

It is not money that is just thrown away. It is for goods that will 
be required. 

Mr. Merrow. In the budget this year, according to the revised 
figures, how much will be in : that $81 billion which we will not get? 

“Secretary Humpnerey. According to the Truman budget, you are 
going to spend 41 billion on old bills, and 37.5 billion on new bills 
which is a total of 7814 billion, which is the total number of dollars 
which you are going to spend this year. 

Now, the appropriations this year are less than that amount of 
money. They are less than the expenditures. In the appropriations, 
I think that we were going to cut, as I recall it, to about $72.9 billion. 
Already there is 8.5 billion to be cut off that and perhaps more. 

That is what you have to do, you see. The first thing you have to do 
is stop buying ¢c. o. d. and getting away out so far in front. The 
largest cuts we are making this year are cuts in the forward appro- 
priations to get this thing back to where Congress will again have 
control of its expenditures. 

At the moment you have not any control over expenditures at all. 
It is in large part money that was appropriated 1 or 2 years ago. We 
have not any control over it and you have no control over it. 

You are just paying the bills as the stuff comes in. 

The way to stop that is to stop buying ahead. 
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Chairman Currrrrretp. Mr. LeCompte—— 

Mr. LeComrre. Mr. Secretary, just so I will understand you a little 
better, let me say I have always understood the Appropriations Com- 
mittee, even though an authorization for a battleship or a big dam is 
authorized, the Appropriations Committee undertakes to determine 
just how much money will be spent in the construction year by year. 

Secretary Humrnrey. Yes; they do, but they do not provide for 
raising it. They determine how much is going to be spent. 

Mr. LeCompte. I am not a member of the Appropriations Commit- 
tee, but the Appropriations Committee does not have the responsibility 
of raising the money; that is the Ways and Means Committee. 

However, the Ways and Means Committee does try to determine 
how much money will be produced out of a given tax bill? 

Secretary Humpurey. 2 the cash that you are going to spend this 
year, you see. 

You appropriate for 2 or 3 years, but you only spend in this year. 
The tax is for this year only. 

Mr. LeComrpre. The Appropriations Committee does not appropri- 
ate for 2 or 3 years, does it? It appropriates for 1 year at a time. 
Maybe just 10 percent of a big dam. 

Secretary Humpurey. They make an appropriation to build a dam. 
That money is going to be spent over 3 or 4 years. Then Congress 
provides for the tax for the amount that is going to be spent this year. 

Mr. LeComrre. If I may ask you once more, authorizations and 
appropriations, though, are not to be confused, are they? 

Secretary Humpnrey. Authorization and appropriations? 

Mr. LeCompte. Well, even a post-office building or a battleship or 
a big dam may be authorized, but not a cent appropriated for it. 

Secretary Humpnrey. That is correct, but the $81 billion I’m talk- 
ing about is appropriations, authority to actually spend money and 
to contract for spending money, which somebody has to pay when it 
comes due. 

Mr. LeCompre. There is no money spent on an authorization, is 
there? 

Mr. Furron. Mr. Secretary, we have an authorization bill here for 
the foreign-aid program. The Appropriations Committee, neverthe- 
less, appropriates under that authorization, looking into it more 
closely. There are two types of bills we are speaking of—the authori- 
zation bill that the Foreign Affairs Committee works on and, after 
that, the appropriation bill. 

Mr. Roosevett. Mr. Secretary, when the Navy initiates the authori- 
zation for a carrier, which takes roughly 5 years to build, the Appro- 
priations Committee does not appropriate the total amount of money. 
to build that carrier. The Congress only appropriates the money that 
will be spent by the Navy in building that carrier this year and then it 
comes back to the House. In fact, we have had cases on a carrier 
where the keel was laid, and then you will remember the big fuss 
between the Navy and the Air Force and the carrier was canceled and 
the keel was there, and they came along 2 years later and started that 
carrier going again. It was left there in drydock. 

I am confused about this carryover. I do not see how you can 


hope to bring down this carryover when there is this lead time on most 
of the military equipment that we are producing today. 
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Now, it does not matter whether we are producing equipment in 
France for use in Indochina, which is the responsibility of this com- 
mittee, or in England for use of aircraft by NATO. Those aircraft, 
when we authorize them here and the Appropriations Committee then 
appropriates the necessary funds to go ahead with the program for 
this coming fiscal year—that is all they will appropriate—they will 
not appropriate the whole thing. In fact, we are only being asked to 
authorize on the aircraft production i in France and England for this 
year, I believe it is, $100 million in each country. One for the Mystere— 

4, and one for the British Hunter-Hawker. 

We are not authorizing what will be spent, and Mr. Stassen told us 
that we will spend, over a 3-year period, 3 times what we are author- 
izing this year and what we will appropriate this year. But we 
recognize we are undertaking a long-range program. 

But your bills for this year will come due this year, as far as I can 
understand, and until you cut down this lead time on this kind of 
stuff, which is a production problem, not a money problem, I do not 
see how you can bring back your—you have been calling it carryover, 
and I amazed the committee here the other di ay by saying it was your 
“hangover,” but I do not see how you can cut back your hangover as 
long as you have this long lead time. 

Secretary Humeurey. Well, you do it in two ways. 

You are entirely correct that it is not just a money problem. It isa 
purchasing problem and a providing problem, if you please, to get it 
in far better balance than it is. That is the way you meet the situation. 
You do it by getting balanced out to where you have the things that 
you need to fit a given program, rather than going into odds and ends. 
That is what is going on now. 

Of course, le: ad time is coming down; lead time can be brought down 
very materi ially , and by balancing that program we can bring ‘the over- 
hang down. It will come down around $10 billion this year. 

Mr. Roosrvett. It will come down because you are going to author- 
ize less procurement ¢ 

Secretary Humrnurey. And you will authorize for less procurement 
because you are getting better balance of purchases to fit into your 
schedules. You are getting your schedules into better balance so you 
do not have to authorize so much so far ahead. 

Mr. Lanniam. We still get confused about appropriations and au- 
thorizations. 

As I understand it, the Secretary is speaking only of appropriations. 
You do not enter into any contract until you have the entire appro- 
priation for the contract you enter into. Is that not correct ? 

Secretary Humpnurey. Well, the $81 billion is money that is or can 
be contracted for or obligated. There are many terms, and you can 
get. terribly confused with terms. But the fact is that there is $81 
billion of prior authority for expenditure that has been issued, upon 
which peor are spending money. 

Mr. Lannam. And those are actual appropriations. 


Until 4 years ago, the Appropriations Committee would authorize 
certain things to be done—contractual authority they called it—but 
they would not appropriate, but 4 years ago the whole system was 
changed and now nothing is actually authorized; no contracts are 
authorized until the money is actually appropriated—not raised but 
uppropriated. 
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Secretary Humenrey. That is what the $81 billion is. 

Mr. Lanuam. That is right. Those are all appropriations. 

Secretary Humpurey. That is right. That is my understanding, 

Mr. Rooseverr. Mr. Chairman, I still have the floor, I believe, 
having been yielded to by Mr. LeCompte. And before I yield to 
Mr. Fulton, which I will be glad to do, I want to pursue this business 
of cutting back on our military procurement. 

Now, you said, Mr. Secretary, that we were coming up with a better- 
balanced schedule. 

As I read the newspapers—and that is all I can base it on—we are 
not getting a better-balanced schedule, necessarily. What we are 
really doing is cutting back the Air Force about 30 percent, and we 
are not going to reach a 143-wing air force. Instead of an 18-month 
schedule, which is the objective, we have now stretched out our objec- 
tive to 3 or 4 years. 

The British have undertaken this stretchout; the French have 
undertaken this stretchout. NATO is the primary responsibility of 
this committee and not the Military Affairs Committee. In NATO 
we are not going to reach a situation of equality; that is, force versus 
force on both sides of the Iron Curtain by 1953 or 1954. That was not 
= a date pulled out of the air; it was a date at which we wanted to 

‘each equality for a great number of reasons. 

But now we say we do not know when we will reach equality. It 
will be stretched out over 3 or 4 years. 

I wish you would explain to me what this concept of better sched- 
uling is. That is what I do not understand. 

Chairman Curerrrrecp. Mr. Secretary, if you would like to answer 
the question 

Secretary Humrurey. I will be glad to answer that. I do not think 
that you expect me to answer a lot. of military questions. That is 
for the military to answer. I can tell you, however, in a general way, 
that what we had was a lot of paper goals set down on paper that 
were nowhere near practical realization. We were terribly out of 
balance in the procedures to getting to those goals. 

It was like ang all the parts of a Chevrolet automobile but the 
back axle, and you had nothing. Now, by getting the back axle this 
year, you suddenly have a Chevrolet. And, by various ways of bal- 
ancing out these programs to get the lacking parts and bring them 
together, we are going to very materially increase our preparedness 
effectiveness during the coming year and we are going to spend a 
lot less money doing it. We will do it by balancing out purchases, 
prior purchases, on paper goals that had been previously arranged, 
that never were attained and that we were not even in process of 
attaining. 

Mr. Rooseverr. May I ask this: Were the reasons they were not 
being attained because we were not taxing sufficiently, if you want 
to put it that way? Did we not have the money ? 

ovesies’y Humenurey. No. I will tell you very frankly—and this 
is speaking as a businessman and not as a bureaucrat, at all: I have 
spent a lot of money in business in my life. There is nothing as hard 
as spending money—a lot of money—and getting anything for it. 

Getting your money’s worth. 
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What happened here, in my opinion, was that the Congress, in a 
rush of fear, after we got into Korea, which was shared by the entire 
Nation, to get ready, just appropriated so much money, and adopted 
such high goals that no set of men on earth could spend that money 
and spend it efficiently or effectively. 

You just tried too much. The hardest job a person can do, I believe, 
is to spend money effectively, and when you try to do more than you 
are organized for, you just run into confusion. You get all unbalanced 
and you do not make progress. 

You would make far greater progress trying to achieve a lot less. 

Chairman Crirerrrep. Mr. Secretary, Mrs. Kelly wanted to ask 
a question and then we will proceed in order. 

Mrs. Ketry. I yield the floor, Mr. Chairman. I can wait. 

Mrs. Bouron. I would prefer to wait a while, Mr. Chairman. 

Chairman Curperrrevp. Mr. Carnahan 

Mr. CarnanaNn. I am still somewhat confused. 

Do I understand you are only going to ask for appropriations that 
you intend to contract for and spend within the current year? 

Secretary Humpurey. No, sir. We are still asking for forward 
appropriations but they are in a lesser amount than previously. 

Mr. CarNawaNn. And you are still going to have to ask for money 
this year for which you are going to buy something that will not be 
delivered perhaps for 3 years. 

Secretary Humpnrey. Yes; 2 or 3. 

Mr. CARNAHAN. What is the difference in that and what we have 
been doing? 

Secretary Humpurey. Only that it is less. 

Mr. CarNnaHAN. How do you explain that it is less? 

Secretary Humpurey. We are buying less. 

Mr. Carnanan. Why are we buying less? 

Secretary Humpurey. Because we can fit it in. Just as I explained, 
we can balance out programs to get greater results by spending less 
money this year, fitting into previous expenditures and balancing out 
the program. 

Mr. Carnanan. You are fitting into previous expenditures? 

Secretary Humpnrey. That is right. 

Mr. CarNaHan. Suppose you had started without the previous ex- 
penditures, then what? 

Secretary Humpnrey. Well, personally I think—and of course this 
is purely a guess, and hindsight is always better than foresight—but 
my own feeling i is that if we had started with very much lower goals 
and proceeded in a more orderly way, we would be further along 
toward a balanced program. We would have less unbalanced things 
that are not useful, but we would have had far more that were useful. 

Mr. CarnauaNn. The appropriations that have been made during the 
past years with the exception of what we have called the carryover 
have been definitely obligated for some particular purchase; is that 
right ? 

Secretary Humpurey. I think most of them. As I said a minute 
ago, you can get into great confusion on words. In some of the de- 
partments funds are “allocated”—they use the words “allocation” and 
“authorized,” and all sorts of various words which denote various 
stages, all the way from somebody’s intention to do something, clear 
down to a signed contract. 
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Mr. Carnawan. There is nothing that has been bought within the 
past years—definitely contracted for—but what there is already an 
appropriation to pay for it? 

Secretary Humrurey. In general, that is right, but the money is 
not in hand. 

Mr. Carnanuan. But as I said, there is an appropriation that has 
been appropriated by the Congress. 

Secretary Humpurey. “Appropr iation has nothing to do with avail- 
ability of money. That is my point. 

Mr. CarnaHan. We understand that, but the bill has been ordered 
paid insofar as the Congress is concerned ¢ 

Secretary Humrnrey. It is just like writing a check if you have 
not anything in the bank. 

Mr. Carnanan. Have we ever defaulted on a payment yet ? 

Secretary Humrpurey. What we have done is to go in debt to make 
the payment. That is what we have been doing. We have been 
going in debt to make the payments. 

Mr. Carnanan. I will not use further time now. 

Chairman Currerrievp. Mr. Smith 

Mr. Sarru. Mr. Secretary, you would call that deficit financing, 
would you not ¢ 

Secretary Humpnrey. That is correct. 

Mr. Smiru. Have you given any study, Mr. Secretary—I know you 
have not been on the job very long—to this constant problem we 
have in Europe of dollar shortage ? 

Secretary Humpnrey. Yes, some. 

Mr. Smrru. Notwithstanding the various programs we have had 
to alleviate the dollar shortage problem in Europe and in other parts 
of the world, we arrive again at a situation where we are confronted 
with the same problem. 

What recommendations would you have with reference to that? 

Secretary Humpnrey. Well, dollar shortage is occasioned simply 
by reason of the fact that we send more goods abroad than we get 
back from abroad. 

Now, there are three main ways of getting money into foreign 
countries. 

One of them is to buy goods from them and bring goods in. One 
of them is to send our people traveling, the tourist trade, which is a 
very large item. 

And by “tourist trade” I do not mean just that, I will take shipping, 
facilities, services of one kind or another; paying for services which 
ineludes pleasure and travel and actual freighting of goods and that 
sort of thing. 

And the third large category is investment abroad. 

Now those three ways get money over there. 

When we then send goods over there and want money back, it has 
to come from 1 of the 3 ways and if we send more goods than we have 
sent dollars over, then there is a dollar shortage. 

That is what we have been doing. We have not been sending as 
many dollars over in any of these three ways as we have been send- 
ing goods over. Therefore, there are more goods than there are dol- 
lars and there is a dollar shortage coming this year. 

Mr. Smrru. Insofar as the bill before us is concerned, do we relieve 
the dollar shortage situation by it, in any way? 
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Secretary Humrurey. Do you mean this MSA? 

Mr. Smiru. Yes. 

Secretary Humpnurey. Yes, we do, in several ways. 

In the first place, the present MSA program is almost wholly 
devoted to military requirements. I could not tell you the exact per- 
centage, but it is 80 percent, or more. 

Those military requirements are handled in 2 or 3 ways. One way 
is to deliver military end items. As I recall it, out of the expendi- 
tures of $6.5 billion anticipated in fiscal 1954, about $4 billion are 
military end items. 

There is about $1.5 billion, as I recall it, in offshore procurement, 
which is buying in England, or France, or Germany, wherever it 
may be, military end items that we otherwise would make here and 
send to Italy, let us say. 

Now that, of course, gets dollars over there that you could not any 
other w ay. 

Now you spoke of the Hunter-Hawker planes for England. Where 
England has bought those planes we pay the bill, the $100 million 
or whatever the figure may be, to produce those planes there and 
deliver them to the English, rather than build them in California and 
send them to the English or buy them in Italy and send them to the 
English, you see. 

All those ways get dollars abroad, which foreign countries have for 
use in their trade to buy materials from us. 

It thereby does help their dollar shortage at our expense. 

Mr. SmirH. Yes. Always at our expense. 

Secretary Humpnrey. At our expense. 

Mr. Smrru. You are closing the dollar gap—— 

Secretary Humpnrey. At our expense. 

Mr. Smirn. As one of my colleagues said the other day, “We are 
not closing it, we are filling it with American dollars.” 

Secretary Humpnrey. That is exactly correct. 

It always has to be filled with American dollars, but the only 
way you can do that on a business basis instead of a contribution 
basis—now mind you, the contribution at present is not just a give- 
away. We are getting things for this money that we really want, 
and w - are getting them over ‘there. 

Mr. Suri. In offshore procurement ¢ 

Secretary Humrenrey. Yes. The Hunter-Hawker plane is effec- 
tive—you are buying planes that you need that would have to be put 
there. 

Mr. Smiru. But your offshore procurement is not so very much, 
Mr. Secretary. 

Secretary Humpnrey. It is expected to be over a billion of expen- 
ditures, or something like that. 

Mr. Situ. But, that will never close the dollar gap, anyway. We 
have a $4 billion gap, as I understand it. 

Secretary Humpurey. The only way you are actually ever going 
to get a complete balance of trade is when foreign countries earn 
enough dollars either by direct shipment to us or by three-cornered 
or four-cornered shipment to us—by shipment around the world 
that finally gets here—when we actually send enough dollars out of 
America either by buying goods coming in, or by investing abroad, 
or by traveling or by paying freight, when we actually get enough 
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dollars out into the world, so that the dollars are there to pay for the 
goods that we ship out. 

You will never elena it any other wer: 

This is one of the greatest problems that this country has before 
it today, in my opinion. Of course I think building up a security that 
is adequate for our defense and that we can afford to maintain is our 
No. 1 problem. 

The second problem—and it is right next door to it in my opinion— 
is the matter of what we do about world trade. 

We are now a creditor nation and what we do about world trade, 
how we handle our world trade so that it works to the benefit of this 
country, so that we get our dollars out and get real dollar value back 
for them, I think is one of the greatest problems that we have. That 
is the reason I testified before the Committee on Ways and Means, on 
the Reciprocal Trade Act extension—nvobody knows just exactly what 
we ought to do and until we find out, we better do what we are doing 
until we find out something better. 

Mr. Smirn. Thank you, Mr. Secretary. 

Chairman Currerrievp. Mr. Battle. 

Mr. Barriz. Mr. Secretary, I believe that my people—and I share 
their feelings—are very much concerned about waste. They want to 
cut out waste, eliminate unnecessary spending and get more efficient 
operation in Government. 

However, at the same time, I think they are more fundamentall) 
worried about our making the same mistake we made before in lower- 
ing our defense to a danger point. 

I would have thought that we could have kept our high goals in 
NATO and in the United States and still have made a balanced 
approach in trying to reach those goals. 


Possibly the new administration could have been most effective in 
this balanced approach, toward the higher goals instead of lowering 
these goals. 

I have always fussed with the European people because they ex- 
pressed the feeling that they had 10, 15, or 20 years to get oe for a 


possible Russian invasion while I had shared the philosophy that we 
had an emergency right now and we had better get. ready just as 
quickly as we could. 

Now, I know that you are not a military man and I do not want 
to ask you whether or not we are safe enough and whether we can 
afford to forget the emergency philosophy, but I just wanted to express 
this concern, that in our desire—and I share that desire—to save 
money, reduce taxes, and so forth, that we do not let our defense effort 
down too far. 

Secretary Humpurey. If I can just comment on that, I think you 
are entirely correct in your thinking. That is like everything else, it 
is a matter of balance. 

If you start at scratch and go to a tremendously high peak in a rela- 
tively short period, you have a great problem on your ae What 
do you do when you get there? 

If we were completely mobilized and ready for war today and such 
mobilization was costing us huge sums a year, which it would, what 
do we do? Do we start a war? 
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Mr. Barrie. I would think we would be in a much better position 
then to negotiate a peace than we are in now. We have been trying 
to get out from under a blackmail situation with Russia for syvetal 
years. 

" Secretary Humpurey. When you talk about the best trading posi- 
tion, I do not know. When you get to the high point, you cannot 
afford to stay there. You will break the country. 

If you drop right off, what do you do? It means that you have to 
layoff people in airplane plants, you have to layoff people ‘all through 
industry. You disorganize what you have built up, if you get it too 
high. 

You have a disorganization. Then, the deterioration—that is not 
the word I want—the obsolescense of military equipment is something 
terrific. 

If you get all ready for a war today, 3 years from today, or 5 years 
from today, most of the stuff you have is useless. 

So, the problem is, having a completely indefinite D-Day, how do 
you best prepare yourself for that? 

I think the best preparation for that is a balanced preparation where 
you get the best defense you can have against a Pearl Harbor to 
America, through the air, or an atomic Pearl Harbor, if you please— 
where you are able, with a continual turnover, to keep yourself in the 
highest state of efficiency over a considerable period of time. 

Mr. Barrie. Then is our planning based on the military decision 
that we have reached the point of relative safety ? 

Secretary Humpurey. The decision will be to get to the balanced 
position, to get to the balanced position which gives the best protec- 
tion against the atomic Pearl Harbor in America, with the ability 
to keep turning our equipment, to keep as modern as possible within 
our means over an extended period. That is the objective. 

Mr. Lannam. Will the gentleman yield there? 

Mr. Barrie. I yield. 

Mr. Lannam. You believe in the broad base rather than narrow- 
ing the base and producing everything in the least expensive plan; 
do you not ¢ 

Secretary Humenrey. That is correct. I think you have to have 
two prongs to your defense—I am way over my head, gentlemen. I 
am not in the Defense Department, but I think you have to have two 
prongs to your defense, just as you would in a business or any other 
place. 

I think you have to have a protection against an atomic Pearl Har- 
bor in this country, and you hats to have a continual turnover. The 
great strength of America has been, and always will be in its produc- 
tive ability ‘when it is fully turned into wartime use. 

Now, you cannot so neglect your immediate defense that you are 
vulnerable to atomic attack. On the other hand, our great strength 
in a war is the ability of America to turn its industrial machinery 
into war use. If you jeopardize that industrial machine by over- 
expenditure, overextension, overdebt, and overdifficulties in gettin 
ready, then you have lost your real strength, which is industria 
America at its best. 

I think that must be preserved as the real base and the long-term 
base of a really big defense. 
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Mr. Batriz. Thank you, Mr. Chairman. 

Chairman Currerrtetp. Mr. Merrow 

Mr. Merrow. Mr. Secretary, I want to return again to those 
figures we were talking about a few minutes ago, because it is not 
quite clear. 

I understood you to say $81 billion had been a for 
which we did not make provisions, and $41 billion of that must be paid 
for this year. 

Secretary Humeurey. That is right. 

Mr. Merrow. And $37.5 billion would be paid for next year? 

Secretary Humpurey. No; $37.5 billion is money that we would 
pay this year on appropriations this year, which makes a total of 
$78.5 billion, which is the total amount of the Truman budget for 
expenditure. 

Mr. Merrow. $37.5 billion this year ? 

Secretary Humpnrey. You add 3714 to 41 and that is what you 
are going to spend under the Truman budget during the fiscal year 
1954. 

Mr. Merrow. After this fiscal year has come to an end, then, how 
much will we have appropriated that. we have not paid for? 

Secretary Humpnrey. Well, it is the difference between $81 billion 
and $41 billion, or $40 billion of past ones that you carry over, plus— 
[ have forgotten now exactly what it is, but it is 26 or 27, of new 
appropriations this year that go ahead. The 81 will be reduced to, 
say, 68 or something like that ; 67. 

Mr. Merrow. By the end of this year? 

Secretary Humpurey. By June 30, 1954. Eighty-one as of June 
30, 1953; sixty-odd, June 30, 1954. 

Mr. Merrow. Would you be willing to project when that will be 
paid for, then? 

Secretary Humpnrey. In 1955 and 1956. 

If we keep bringing the overhang down so we get down to where 
you have only $30 billion or $25 billion or something ahead of 
you, then you are back in shape. 

Mr. Merrow. But that amount that you build up ahead is not added 
to the public debt, is it? 

Secretary Humpnrey. Oh, no. This has nothing to do with the 
debt. The debt comes from the difference between what you take into 
the box in cash money from the taxpayers and what you pay out of 
the box on expenditure. _ 

Here is where we are just at the moment on that: In the Truman 
budget they projected paying out $78.6 billion. They projected get- 
ting in $68.7 billion. 

We are now collecting, gentlemen, the highest amount of money 
that has ever been collected in the history of this country and we are 
still $1.5 billion short of what the Truman budget estimated we were 
going to collect. 

Therefore, under the Truman budget right today, that $10 billion 
deficit is $11.5 billion deficit. 

Mr. Merrow. That is for the current fiscal year? 

Secretary Humrnrey. I am talking entirely about fiscal year 1954. 
In the current fiscal year, we will be down maybe about $1.2 billion 
to $1.3 billion in estimates of income, from the Truman estimate, and 
the deficit will be, I think, about $8 billion. 
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Mr. Merrow. And for next year, 10 or 11 billion? 

Secretary Humrurey. Next year, the Truman budget estimated 
$9.9 billion deficit, with an overestimate of income of § $1.5 billion, 
which makes an estimated deficit of $11.4 billion that we are now 
trying to reduce. 

ann Merrow. Then we will have to raise this public-debt limit of 

275 billion in the near future; is that right? 

Secretary Humpurey. W ell, as I said the other day in a committee 
hearing, there is another point in that, too. Our taxes come in un- 
evenly as you know. We get more in one half than we do in the 
other, so we have to borrow against incoming taxes, and it is possible 
this fall that if we are unable to make sufficient reduction in expendi- 
tures, and because of the fact that we get uneven tax payments, we 
may have a time when we will run over the present debt limit. 

I cannot tell you that now. 

It is getting quite close. It is a possibility that has to be thought 
of. We may be able to make reductions and maneuver ourselves 
within it, but I would not guarantee that we could, 

Mr. Merrow. Now in reference to this Mutual See urity Program, 
Mr. Secretary, as we reach the end of this fiscal year, there will be 
an unobligated balance—I do not know how much; probably over 
$1 billion in military aid, and in economic aid. 

Now, what do you feel ought to be done with that? Could we let 
it lapse and therefore put this budget perhaps more nearly into 
balance ¢ 

Secretary Humpurey. Now, you are talking about MSA? 

Mr. Merrow. Yes. We have some that will not be obligated. 

Secretary Humpnrey. I think the unobligated should be deducted 
from the future appropriation. I think it ought to be reduced. 

Mr. Merrow. And that would help the budget. 

Secretary Humpnrry. It will not help our expenditures this year 
but it will help bring down those prior obligations which eventually 
helps the budget. 

Mrs. Keiiy. Will the gentleman yield? 

Mr. Merrow. I yield. 

Mrs, Keiiy. Mr. Merrow, this is in line with your question of 
Secretary Wilson on Friday when he recommends that we carry over 
that $1.2 billion of unobligated funds of this June. 

Mr. Roosrvetr. This is that old pipeline argument? 

Secretary Humpurey. Is that Defense or MSA ? 

Mrs. Keity. MSA. 

Mr. Merrow. I put the two together, both MSA and military as 
sistance. 

Secretary Humpnrry. It is all in the MSA budget. 

Didn't Mr. Stassen say that he would do that? 

Mrs. Ketty. No, here is Mr. Merrow’s questioning on Friday. 
Right down at the bottom of the page, Mr. Merrow. You brought 
that factor up. The unobligated funds at the end of this current 
fiscal year would be $1 billion to $2 billion. You asked Mr. Wilson 
the question, should or could we deduct from this MSA authoriza- 
tion of 1953-54 $5.8 billion, that $1 billion, plus or minus, which 
would be unobligated this year, and Mr, Wilson strongly stressed the 
negative. 

Read the last paragraph. 
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Mr. Merrow. The response was: 


I do not think it should be done because I say that it is the major failure 
to get the job done more than it is an indication that we did not need the 
money. 

The point was made as I recall throughout the hearings that it was 
the failure to do the proper planning and therefore the money would be 
needed, 

I asked that question this morning to see if perhaps we would not 
be secure from a defense standpoint, even if we did not allow that 
money to be carried over, if it was not spent in this fiscal year. 

Secretary Humpnurery. Your forward amounts? 

Mr. Merrow. Yes. 

Secretary Humpnrey. I think you can do that. I think you can 
reduce your forward expenditures, certainly by some substantial part 
of uncommitted obligations. 

Mr. Merrow. If we do that, then it would appear at this writing—— 

Secretary Humpnurey. It might be further reduced. 

Mr. Merrow. Reduced by a billion dollars or $1.5 billion. 

Secretary Humpnrey. When I get to it, I think it would be more 
like 400 or 500 million dollars. 

Mr. Lanuam. Both Messrs. Stassen and Nash said they were going 
to take a look at these things and recommend that that be done with 
those portions of the program that they had decided were not 
necessary. 

Secretary Humrurey. That is right, and I think you will find that 
will run into 400 or 500 millions dollars that you have a prospect of 
getting off from your $5.8 billion. 

Mr. Merrow. There i is one thing more, Mr. Secretary: I think we 
all agree that it is necessary to have a sound economy if we build 
proper military strength, and the economies of the free world are 
tied to our economy and the defense of the free world depends on 
the soundness of our economy. 

You said this morning that we are going to get a large deficit this 
year, and from all that we can see, we will get quite a deficit next 
year which will continue to increase the public debt. 

Secretary Humpnrey. Could I interrupt just 1 minute. I want 
to get your premise right. What I have said, and all I have said 
so far is this: I believe, and I am terribly disappointed to have to 
say it, but I believe in the time we have been here, the 90 to 100 days, 
that we have been unable to sufficiently revise our military programs 
with enough assurance that we are doing the right thing, to balance 
our budget at this time and to tell you people that you can appropriate 

for a balanced budget. 

Now, we have been here, as I say, roughly 100 days. I think we 
ought to be just beginning to learn how to do these things. I think 
we ought to be able to make reductions and savings in expenditures 
and revisions in what we are doing every month we are here. 

Before the end of fiscal year 1954, we have 14 months. We have 
made so much reduction in about 4 months and I think we ought to, 
in 14 months, keep on making reductions, I am going to be the most 
disappointed man in this country if by the time we get to the end of 
tiseal 1954, we have not got a balanced budget for you people. To 
show you how we can balance the budget and reduce taxes. 
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Mr. Merrow. I am glad to hear you say that because the question I 
was going to raise was, can you give us some hope that we will move 
toward a balanced budget ; some hope that we w i not have to increase 

the debt limit, and at the same time keep as strong, militarily, with 
a strong, economic base ? 

Secretary Humpurey. I believe in that just as firmly as I sit here. 
We not only should have courage enough to do it, but we should have 
both courage and sense enough to do it. With regard to the debt 
limit that 1s to some extent bookkeeping, as you know. By that I 
mean our money comes in unevenly, and we are so close to the debt 
limit that I would not dare to tell you that we might not get to a 
place where we would have to run over on a temporary basis, but I 
think we must not go on increasing this debt. I think we must get 
a preparedness program that is ample to protect us against emergency 
and yet, one that we can maintain and keep current and efficient and 
keep a strong economy in America and reduce our taxes. 

I think we have to do it and that we can do it within the coming 
vear, 

Mr. Merrow. Thank you, Mr. Chairman. 

Chairman Cutprrrietp. Mr. Burleson—— 

Mr. Burteson. I have no questions, Mr. Chairman, thank you. 

Chairman Currerrretp. Mr. Fulton—— 

Mr. Furiron. I am personally glad to have you here, Mr. Secretary. 

We know you are just starting into a program and it takes time to 
develop it. 

There is one thing I would like to point out and that is the difference 
in the use of the word “authorization” on this committee, from 
“appropriations.” 

Our committee, the legislative committee, passes the authorization 
bills and we therefore keep separate and keep technical the word 
“authorization.” That has to do with the legislative committees. 
The Appropriations Committee is the appropriating committee and 
we speak of appropriations differently than we do authorizations. 

When those two words come up, that is one reason we were trying 
to get the language straight this morning and that we do make such 

distinction. 

There is another way we can help countries other than raising 
money by taxes to send them. For example, we can look and see 
what assets we have that might be surplus to our needs. Either food 
assets, such as surpluses; military-end items, that are excess to our 
current strategic needs in the foreseeable future, and, of course sur- 
plus military items. 

In addition to that there is another asset that we have, or that we 
could give, and I would like to submit to you this morning an idea 
on that because I might put an amendment in on that particular point. 

We are a country in the world that has the greatest asset of gold 
that there is. For example, we have very muc ch more than we had 
in 1937. In 1937 we had $12,790 million. 

The world supply then was $25 billion worth of gold. 

Now, we have $23 billion worth of gold. $23.252 million as of De- 
cember, 1952, and the world supply is $35 5,450 million. 

The United Kingdom in 1937 had $4,141 million worth of gold. In 
1938, it went down to $2,877 million. By 1948 it was down to $1,605 
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million, and by September, 1952, it was $1,375 million, and in Decem 
ber 1952. $1,500 million worth of gold. 

As a base for their world trade, or ours, if you look at that you 
will find—for Britain, we will take 1950: She had a deficit of $576 
million worth of gold in United States dollars. Im 1951 she had a 
surplus of $344 million. In 1952, in the first half she had a surplus 
of $232 million. In the second half, a deficit of $57 million, 

That means that Britain is operating on a finance ial basis in financing 
her world trade that is something less than basically satisfactory on 
capital assets. 

As a man in business or a banker, you look at the man coming in 
for his loan to see whether it is just to tide him over or whether it is 
to put him on a firm financial foundation. You look therefore bot! 
at his capital assets as well as his current position. 

To supply gold, we would not have to tax to get it. We have a 
tremendous over-supply of gold—for our world trade. The United 
States exports were $15,164 million in 1952. The exports went up 
from 1938, $3,102 million. And yet we have what was the equivalent 
in 1937 of the world supply of gold to finance that amount of trade, 
as well as the domestic trade. 

Here we are sitting on an asset that in every other country, where we 
trade, there is a deficit—England, Italy, France and all through 
Europe. 

Now, my question is this—and I do not hope for an answer this 
morning: W] hy could we not move basically, again, to try to fill in a 
basic need of international finance, so that these countries on thei 
basic balance sheet, as distinguished from their current trade positio: 
are made solvent so that they can finance their trade ¢ 

The reason for part of that is this: The fact of having gold i 
bellwether so that when the country basically has enough gold it isa 
matter of confidence of the financial community of the world that they 
can meet their obligations and they have the stability and confidence 
of the world financial community. 

In line with that I would suggest an amendment of $1 billion worth 
of gold that is put in this program, which will be a billion dollars 
saving in the budget. Or it might even be more if there is an evalua- 
tion of this particular factor. Once you put these countries in the 
possession of the gold, their currency becomes better. 

Mr. Vorys (presiding). Your 5 minutes have expired on your ques- 
tion. 

Secretary Humpnrery. You are getting into a very broad subject 
and I think you and T should have a chat about it, because just in a 
very broad way—— 

Mr. Furron. I would rather not have any answer this morning. 

Secretary Humpnrey. I will be very glad, however, to talk to you 
about it. 

Mr. Vorys (presiding). Mr. Hays 

Mr. Hays. Mr. Secretary, one thing I think we all admire 1s the 
way that administration spokesmen have tried to tie these various in- 
fluences together, that is, the fiscal, the military, and that most diffi- 
cult factor of all, the political, together. 

I do not want to enlarge on the political side of it, but would you not 
agree that if the Congress fails to follow your advice on the tax ques- 
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tion, then the premise on which you have lowered the sights would be 
destroyed 4 

Secretary Humpurry. I do not believe I know what you mean. 

Mr. Hays. In other words if we should vote a tax reduction, an ill 
considered tax reduction and I assume you advise against any tax 
reduction program until the budget is balanced—would you not 
destroy the premise ? 

Secretary Humpnrey. I am still in this position with respect to 
that. We have not yet got all our final figures. We are going to make 
some reductions in expenditures below the $78.6 billion in the Truman 
budget. How much that is going to be, I yet cannot tell you. I ex 
pect within another week or two that we will have some pretty definite 
figures with respect to that. 

Now. I would like to see how far we are going in that connection 
before I make a definite statement about what I think we ought io 
do about taxes. 

Mr. Hays. I misunderstood you, Mr. Secretary. I thought you had 
said that we should not reduce taxes until we had a balanced budget 
as the basis for a fiscal program of that kind. 

Secretary Humpurey. That is right. I think we have to see where 
we are with respect to control of our expenditures, and if we are sure 
we are going to get this budget in balance. I do not believe we need 
to balance it first. I think we have to see it right at hand, and coming 
within reach. 

Mr. Hays. I would agree with that, that the balanced budget is a 
consummation devoutly to be hoped. 

Secretary Humrurey. That is No, 1. To see that in sight. 

Mr. Hays. And since we, the Congress, to some extent stand between 
you and the people, we must exhibit firmness, too, on that question of 
tax reduction, but I wanted to get at the main point. I think probably 
you have answered it. I wanted to pinpoint the idea that unless we do 
have a sound policy on the revenue side, the premise upon which you 
have lowered sights, here, for the purpose of conserving our economic 
strength, that premise would fall if we bungle on that side. 

Am I right on that ? 

Secretary Humpurey. Income and expenditures both have to be 
considered ; yes, sir. 

Mr. Hays. Thank you, Mr. Secretary. 

I would like to add that we do appreciate very much the thought 
that you had to give to this without the time that you would ordi- 
narily require. I think you are doing a monumental task in your 
Department and there are many of us who sit on the opposite side who 
appreciate it. 

Secretary Humpnrey. It isa long ways from what we had hoped we 
could do but I still think we can do better. 

Mr. Hays. Now, as I understand it, you have also taken the obso- 
lescence factor into consideration. Another influence is the urge 
to climb fast into a high strength, accepting the hazards of obso- 
lescence. 

You have taken the other alternative to stretch out expenditures 
which to some extent eases the obsolescence pressure. 

Secretay Humpnrey. That is right. 

Mr. Hays. But also evaluating the dangers and not yielding at all 
to the conclusion that the tensions have lessened. 

33064—53——20 
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Secretary Humpnrey. That is exactly right. 

Mr. Hays. That the enemy is any less powerful or any less dan- 
gerous by recent events. 

Secretary Humrnrey. That is exactly right. 

Mr. Vorys (presiding). Mr. LeCompte 

Mr. LeCompte. I have asked all the questions I desire to, thank you. 

Mr. Vorys (presiding). Mr. Adair—— 

Mr. Apar. Mr. Secretary, it is your feeling, then, that the Mutual 
Security program should be continued at least for the coming fiscal] 
year. 

Would you care to comment as to whether or not you think at this 
time that it should be continued beyond that period ? 

Secretary Humrurey. Yes; I will be glad to comment. 

So long as we require militar y preparedness—which I think ij 

wrobably going to be a considerable period of time—so long as we can 
Star our security position, our military position, through sending 
end items abroad or buying over there, rather than just training 
American boys and sending them over there, I think it is highly advan- 
tageous to do it. 

Mr. Anarr. And you would then at this time feel that the program 
should be continued on that basis and make no attempt to fix a definite 
terminal date ? 

Secretary Humpurey. That is right, and I think the great empha- 
sis should be on military preparedness. 

Someone spoke about getting some nonmilitary goods. I think to 
some extent, aid, outside of military aid, should be very carefully 
scrutinized and reduced, continuously, as it has been this year. I think 
the great emphasis should be on military aid. 

Mr. Apatr. Then, if any reduction were to be made in the bill you 
feel it should be in that field and not in the field of direct military 
aid? 

Secretary Humpnrey. That is right. 

Mr. Aparr. Are you familiar, Mr. Secretary, with these reports that 
were made to Mr. Stassen from the teams of businessmen ? 

Secretary Humpnurey. No; I am sorry. I have the report and I 
just have not had a chance to look at it. 

Mr. Apair. Some of those businessmen appear to be of the opin- 
ion that the Mutual Security Program might, in the very near future, 
be taken over by the State Department. 

Would you care to comment upon that concept ? 

Secretary Humrurey. I do not believe I would. 

You see MSA is largely military, and a small amount otherwise. 
Whether it can be administered better as an independent bureau or 
whether it should be split between two departments or all put in one, 
I think that is an administrative matter. I think there can be mate- 
rial reductions in MSA’s overhead, which I believe should be made. 
They are way overexpanded and I think there should be material and 
radical reductions in MSA abroad. I believe that is on the way. Mr. 
Stassen will get a lot of it done and I think he just has to step on it 
to get it done because a lot of the expense is not justified. 

As to the final pocket that you put the agency in, or whether it is 
advisable to keep 1t as an independent bureau, or not, I do not believe 
I am in a position to tell you about. 

Mr. Avarr. Thank you, Mr. Secretary and Mr. Chairman. 
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Mr. Vorys (presiding). Mr. Roosevelt, I believe you had some time. 

Mr. Roosevert. I had some time that was yielded to me by another 
member. 

I have two questions, actually, that are both very brief. 

First, under Public Law 48, of the 82d Congress, which is the India 

wheat loan program, we set up a program whereby the first $5 million 
paid in interest was to be earmarked by the Treasury and set aside for 
payment to the State Department which was to set up an exc hange 
program of students, technicians, and so forth. 

As I understand it, as of January we had about $3.5 million in that 
fund and as of June 30 we will have more than $5 million. 

My question is, Has a program been set up, and have the funds 
been earmarked ? 

Secretary Humpnrey. Mr. Roosevelt, I have to plead ignorance. 
[ do not know a thing about it. 

Mr. Roosrvert. Thank you, Mr. Secretary. 

Secretary Humvurey. I have other problems on my mind. 

Mr. Rooseverr. Mr. Chairman, may I ask if there is a State De- 
partment representative here, and if he could answer my question? 

Secretary Humenrey. I will find out and let you know, but I do 
not know a thing about it at the moment. 

Mr. Roosrvett. Thank you, Mr. Secretary. 

I will write you a note about that. 

Secretary Humpurey. If you will, I will see that you get the 
answer. 

Mr. Roosevetr. Thank you, Mr. Secretary. 

I am in agreement with my colleague, Mr. Hays, of Arkansas, and 
apparently with your position that we should not reduce taxes until 
we have a balanced budget in sight, but the excess-profits tax is due 
to lapse on June 30, and the whole fuss about the Reed bill, H. R. 1, 
is only a question of 6 months; that is, whether we are going to get 
the reduction as scheduled on December 31, or whether we are going 
to get it under his bill on June 30. 

I personally feel if we are going to continue the higher income tax 
rate through December 31, as in the law, we should also continue 
excess profits tax. 

Are you in a position to state whether we ought to continue excess 
profits or let it drop? 

Secretary Humpnrey. I will tell you that in about 10 days. 

Mr. Rooseverr. Fine. Thank you, Mr. Chairman. 

Mr. Vorys (presiding). Mr. Prouty—— 

Mr. Provry. Mr. Chairman, I do not want to take any time, but 
there is one question I have, relative to what we mean by gross national 
product. There has been some discussion of it here. We have certain 
charts which indicate that some of the European nations on that 
basis are contributing about as much as we. 

Am I correct in understanding by “gross national product,” we 
mean the total market value of all goods and services, without the 
inclusion of subsidies? 

Secretary Humpnrey. Well, now, I have not used “gross national 
product.” Iam sorry but I cannot tell you. You can get so involved 
in the various terms. It has not come into the discussion at all, as I 
recall it anywhere. 





302 MUTUAL SECURITY ACT EXTENSION 


Mr. Proury. Most of the figures we have been given showing a 
comparative effort being made, have been made on that basis. 

Secretary Humpurey. Do you mean the MSA figures? 

Mr. Proury. Yes. 

Secretary Humpnurey. I do not know what they did, frankly. | 
cannot answer your question beeause I do not know the detail of what 
figure they used for their comparative purposes. 

The figures I have been talking to you about, gentlemen, and th 
things that I am really concerned about, are real dollars, in and out 
of the books. 

Mr. Proury. Now, here is another thing: I understand that France, 
on an average, is subsidizing exports at a rate of 4 billion francs a 
month. Do we have to be concerned with the economic stability of 
these countries, or can we concentrate entirely on military production / 

Secretary Humpnrey. No. I think that you have to be concerned. 
Now, when I say “concerned,” that is a broad term. We have to take 
into account in our dealings and in determining what we will and 
will not do, how far we can go and what is justified and what is not 
justified. 

I do not mean when I say “concerned” that it is our obligation to 
fix it, but I do think it is of material importance in reaching ow 
decision to decide and to know what the internal conditions of the 
various countries are. 

I believe that our present programs and our present goals have 
been beyond the reach of almost all of our associates; that we have 
been pushing them to do things that they just cannot do. 

I think to that extent we have contributed somewhat by pushing 
them beyond where they can go, and we have contributed to some 
extent to their difficulties. 

(Discussion off the record. ) 

Mr. Vorys (presiding). Mrs. Kelly, have vou more questions / 

Mrs. Keuiy. I had no opport unity to question, Mr. Chairman. 

Mr. Vorys (presiding). Pardon me. 

Mrs. Ketiy. Secretary Humphrey, recently you offered IB short 
term bonds at increased interest rates. Could you tell us briefly what 
practical effect and trend that new hard-money policy has on our 
domestic problem today, and more particularly on the foreign tren« 
with regard to offshore procurement ? 

Secretary Humpnurey. Let us take the first portion. Increasing the 
interest rate has done 2 or 3 things. For a great many years we 
have had a managed interest rate, an entirely fictitious interest rate. 
It has been manipulated through the Federal Reserve Board, through 
buying and selling bonds. 

I believe a free market economy is the strongest economy that you 
can have. It was in a free-market economy that America developed 
all the capital that we have been so lavishly spending in the last 20 
years. It was the free-market economy that developed America to 
the point where we could fight these wars. The control on the interest 
rate was eliminated a year and a half ago or more. That was done 
when the Federal Reserve Board and the Treasury got into the jam 
that they were in then and started to withdraw from the cheap-money 
policy and began to let the market begin to take its place. 
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You hire money just like you hire anything else. You buy money 
just like you do anything else. It is a commodity. And you deal in 
it in the same way. I think a free market economy with respect to 
ioney is the strongest economy you can have and the best one. 

The effect on the internal economy of managing the interest rate 
works two ways. There are millions of people who get interest one 
way or another. Furthermore, the taxpayers are the most numerous 
class of people in this country, single class. 

Let us take these bonds we put out. The great bulk of those bonds 
have gone into the hands of real buyers. A few got into the hands of 
speculators but the speculators are getting out. It is just impossible 
to eliminate all the speculators but they are getting out and they are 
getting out this time without making anv money, either. I think there 
will probably be less of them the next time. 

Those bonds have gone into the hands of savings banks, insurance 
companies, pension funds, and all sorts of places, where millions of 
people are involved. 

Now, the taxpayers are paying a somewhat higher rate for those 
bonds, and millions of people are getting a somewhat higher rate for 
those bonds. 

So the effect of the interest rate is greatly minimized in its effect. 
That is we take it here and pass it back there. It comes from millions 
of people and it goes to millions of people. 

The biggest effect that that bond issue had on the internal economy, 
by all odds, is the kind of secur ity we put out. The long-term bond 
and where it went. 

We have had a tremendous amount of short-term financing. It had 
to be short-term financing because you could not sell the long-term 

financing on the basis it was being sold. The short-term financing 
just rolled over in the banks because it was the only place you could 
put it. Asa matter of fact, we have practically been pr inting money. 
There is very little difference between these billions of dollars of short- 
term obligations and the same amount in currency. In most cases 
they can go right into the credit system and raise the credit base. 

There is very little difference betweeu printing money and what we 
have been doing. 

When you come to the long-term bonds we are reversing the old 
policy and we are going back into the investment market. But in 
talking about these billions of dollars, we have gotten all out of focus 
as to what the real money is. A billion dollars is just a terrible lot of 
money. I tried to get some idea of it. We have talked about this 
$9.9 billion deficit in the Truman budget. I tried to get some idea of 
what $9.9 billion meant in something that you could see or touch or 
look at. I went looking to see what I [could find; because I came from 
Cleveland: I took Cleveland. 

Everything in Cleveland is a couple of billion dollars—maybe a 
little more. Everything—all the private property in the whole city. 

In Detroit, about $4 billion. In Pittsburgh a couple billion dol- 
lars. Youngstown, a half a billion dollars. 

I took all that area, and that is a tremendous area, Detroit, Cleve- 
land, Pittsburgh, Youngstown. It is a part of the heart of America. 
I got up to about $9 billion. 

Even if you wipe all that out you haven’t wiped out the deficit. 
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That gives you some idea of what we are talking about. 

It is terrific. It is tremendous. 

So getting back strictly to your point, the amount of money the 
American people have to invest when you stop just refunding and 
rolling this stuff over—when you take this short-term stuff and put 
it into long-term stuff—put it into the people’s investments when you 
let millions of people invest in it through their insurance companies, 
savings funds, pension funds, and all these things—I do not know 
exactly—but it is somewhere from fifteen to twenty billion dollars a 
year, which is all that the people have to invest. It is all they have. 
The rest is overturn. The rest rolls over. 

If the Government now starts out and reaches into this amount of 
savings, if it reaches in and takes too much out, what does it do? Ii 
takes money away from the cities who want to expand, or from the 
counties or the townships or from the States or from business. So w 
cannot reach in and take too much out at a time without curtailing the 
programs and expenditures for programs and the borrowings of all 
these other people who need capital, you see. 

We have to go extremely carefully in, taking this short-term stuff, 
and putting it into long-term because if we put too much into that 
long-term market we will drain that capital out of that market which 
drains out of these public places, the cities and towns, and out of 
business itself, which will curtail jobs. We can put a terrific pressure 
on by taking too much out. When we have a deficit, it is new money. 
We have to go get that new. The rest of it we can roll over. That is 
reinvestment, but the investment that is brand new money you have to 
take out of the people. You take it out of them in taxes or investment. 

If we brought that brandnew money in through short-term stuff, it 
would be just like printing more money and we would go right back 
into this inflationary period. It would be like printing more $20 
bills depreciating our currency. Our dollar is already cut in half. 
We have already cut the dollar from $1 to $0.50. If we keep doing 
that the first thing you know we have a 30-cent dollar or a 20-cent 
dollar and we are in terrible trouble. 

It comes back to what I said to you before. The most important 
thing in this world is balance. Timing and balance are the most 
important things there are. You have to balance between what you 
can properly take out of the economy without cutting back the cities 
and the towns and business and cutting out jobs, and what you can 
put into the current market without going back into the whirligig 
of depreciating your dollar, and wild inflation. And that is what 
we are trying todo. We are trying to balance this out, not take too 
much out of one market and not put too much into another. 

What you put in the long term is deflationary. What you put 
into the short term is inflationary. This policy is deflationary at 
home and inflationary abroad. 

Mrs. Ketiy. In our investment abroad—offshore procurement—are 
we going to be paying that with a deflated dollar? 

Secretary Humpurey. What you buy abroad is not inflationary. 
Offshore precurement, as long as we have a good volume of business 
here, has no effect on the internal economy at all. 

Mr. Proury. It does have an effect upon the internal economies 
of the other nations. 
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Secretary Humrnurey. The offshore procurement. 

Mr. Provry. Yes. 

Mr. Vorys. It is inflationary over there. 

Mrs. Keuty. It is inflationary over there, is it not? 

Secretary Humpurey. I do not know. You are getting over my 
head. I do not see how sending some trucks and some cannons to 
France affects their internal economy very much. 

If we send a lot of cannons over to France, how does it affect them ‘ 

Mrs. Ketiy. This program of offshore procurement is sending 
dollars over there. 

Secretary Humrurey. When we buy over there, that is true. That 
helps their employment and it helps their conditions and it helps 
their dollar exchange. Thatis right. That is a relatively small item 
on that. 

Mr. Vorys (presiding). Mr. Bentley. 

Mr. Bentiey. Mr. Secretary, your best estimate at this time was 
that in this Mutual Security Program you are going to have about 
100 or 500 million dollars unobligated by the end of the fiscal year? 

Secretary Humeurey. I think that is right. 

Mr. Bentiey. Asof March 31, we had about $4.2 billion unobligated 
n that program. Now, that would mean in the last 3 months of this 
fiscal year we would be obligating about 3.7 or 3.8 billion dollars. 
Is that a normal rate of obligation in the program ? 

Secretary Humpurey. We are getting into words, again. I will 
not say “obligated.” I just do not know. The figures that I saw 
indicated pretty surely 400 or 500 million dollars of unobligated 
funds that could be canceled. Now, whether all the rest of it is 
obligated or authorized or allocated or whatever all the words are, 
I just do not know. 

I do not think that it means that it is all under contract. 

Mr. Bentiey. In this overall program for the next fiscal year, the 
administration has asked for $5.8 billion. Do you know how much 
they are contemplating spending in excess of that amount é 

Secretary Humpnrey. It is my recollection that it is $6.5 billion of 
total expenditures, as I remember it. 

Mr. Bentiey. That is coming out of an unexpended balance of 
$11.8 billion or something like that. 

I would like to change the subject a moment and ask you something 
about these world trade conditions. Have you seen the Simpson bill— 
I think it is H. R. 4294. 

Secretary Humpnurey. Yes; I have. 

Mr. BentLey. Would you care to comment on any of the provisions 
as it would affect the dollar balance abroad ? 

Secretary Humpnrey. As I commented a moment ago, my own feel- 
ing 1s that that is such a tremendous subject that I am sure I do not 
know what to think about it. I have an absolutely open mind on what 
we have to do in this country about this foreign trade business. I 
just do not know. We are a large creditor country for the first time. 
Just how we conduct ourselves, I do not know. 

I think that the thing to do is to stay exactly where we are. We 
know where we are. We know what the result of that will be. I 
think we ought to stay right there for a period of a year, and within 
that period we ought to make up our mind how we are going to change. 
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Mr. Bentiey. Keep the status quo? 

Secretary Humpnrey. Until we know that we are doing something 
better. If we know where you are, you at least know that and before 
you jump from the frying pan into the fire you want to be mighty sure 
before you change. 

Mr. Bentiey. Thank you very much, Mr. Secretary. 

Mr. Vorys (presiding). Mr. Harrison 

Mr. Harrison. Thank you, Mr. Chairman. No questions. 

Mr. Vorys (presiding). Mr. Zablocki 

Mr. Zasiocki. No questions, Mr. Chairman. 

Mr. Vorys (presiding). Mrs. Bolton—— 

Mrs. Borron. Thank you, Mr. Chairman. 

I would like to thank the Secretary for his patience with us. He 
came up to discuss the MSA bill and I think we have hardly touched 
upon it. 

All of us have had a tremendously enlightening hour, however. | 
am sure it will definitely clarify our thought procedures on the 
MSA bill and its relation to the rest of the program. 

I have no definite question to ask at this point. 

Mr. Vorys ( residing). Mr. Javits 

Mr. Javirs. Mr. Secretary, I apologize for having had to leave. 
had to make a speec ‘h, 

Mr. Secretary, do you believe that the total amount asked for 
this program, $5,800,000,000, is within the financial capability of the 
United States, as you are in charge of that financial capability ? 

Secretary Humpnrey. That is a most difficult question to answer 
because very frankly I think we ought to balance the budget and it 
we cut it all out we would come nearer balancing the budget. On the 
other hand, I do not think we can or should cut it all out. IT hope that 
it will be somewhat further reduced. I hope there will be another 
four or five hundred million dollars to come out of the authorization 
but I think that the expenditures that are contemplated, nearly all 
the ones that I have gone through, and I have gone through most of 
them, are desirable expenditures to make, notwithstanding the fact 
that we do not see the balanced budget yet in sight. 

Mr. Javrrs. The Secretary would make the same answer, I assume, 
if asked whether we should appropriate $41 billion for the Army, 
Navy, and Air Force? 

Secretary Humpnrey. That is right, exactly the same. I think it is 
too much, you understand, but I am not sure enough how to reduce it 
without hurting our security, to want to do it. 

Mr. Javrrs. You said something about four to five hundred million 
dollars. Is there some particular aspect of the program or some 
particular aspect of our financial condition that makes you feel that 
perhaps a 10-percent reduction is in order? 

Secretary Humpnrey. We were talking about what could be done 
about. possibly canceling some of the unused appropriated funds and 
it looks like there might be four or five hundred million dollars of 
such funds that might be dropped out. 

Mr. Javits. I have but one other question. 

To what extent could we contribute to the overall picture in respect 
to the defense of Europe, by financial arrangements with the European 
countries? For example, shall we join the Organization for European 
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Economic Cooperation? Shall we back a scheme for making the 
pound convertible? Shall we do anything else in Europe in a financial 
or economic way which you feel would make a major contribution to 
the security of Europe and our foreign-aid situation generally? 

Secretary Humpurry. I think that is largely a matter of timing. 
There is no use trying to raise any big fund to make foreign currencies 
convertible at prices which the market will not support. All you do 
is stand there and take it as long as your money lasts and then it 
breaks away anyway. 

Mr. Javits. Which is what the British did some years ago. 

Secretary Humpnrey. It is true with other countries. 

Before currencies become convertible they have to seek out and find 
the level. Money is merely counters for goods. Actually what we do 
is barter. It is all barter, but we use money to make it easier. 

Now money has to be on a sound basis of exchange of goods and that, 
of course, gets back to what we do in our position with respect to world 
trade, and how world trade balances out. I think the time will come 
and should come when these various countries will get their own 
budgets in sufficient balance and their own expenditures in sufficient 
shape so that they will have sound currencies. When those currencies 
become sound and find their own levels then you can have converti 
bility on a strictly market basis and they will fluctuate within very 
narrow limits and you will go on and trade the way you did before. 

Mr. Javirs. You feel that is he avily dependent upon the trade pat 
tern in which we can have an extremely important role. 

Secretary Humrnrey. That is right. It is all based on that, and I 
am sure that you cannot do it by any legerdemain or any monkey 
business. It has to be based on actual, fundamental trade conditions. 

Mr. Javirs. Do you see anything like that in the fiscal year 1954. 

Secretary Humpnrey. Fiscal 1954 goes quite a ways. 

Mr. Javits. I mean the fiscal year we have been talking about, 1953 
and 1954, 

Secretary Humpnrey. I do not. know. I was thinking about right 
now. You are talking about 14 months. Of course, that depends 
very largely on world conditions. There are so many things that 
could happen. You might have world peace. I do not know what 
is going to hi nae in this world in 14 months. 

Mr. Javrrs. Should the likelihood of trade reducing the need for 
foreign aid figure in this particular program ? 

Secretary Humpurey. No,sir. It has nothing to do with this. 

Mr. Javirs. It should have nothing to do with it? 

Secretary Humpurey. That is correct. 

Mr. Javits. It does have something to do with it, however. 

Secretary Humpnrey. It does have but it has no place in our present 
calculations. 

Mr. Vorys. Mr. Secretary, we from Ohio are particularly proud of 
what you have been doing. 

Secretary Humpurey. | hope you can say that a few months from 
how. 

Mr. Vorys. We appreciate the fundamental lessons in economics 
that you have given us today. 

I wanted to ask you this: Have you made any detailed study of 
these programs country by country, and so forth? ° For instance, could 
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you tell whether the amount of special assistance—that is, econon 
aid for India, Pakistan, and so forth—is the correct amount in here? 

Secretary Humpurey. No. I can tell you about the two big ones 
England and France. I know about the two biggest ones. The 
smaller ones, I know about just ina general way. Ihave gonethroug! 
them, but I cannot give you an opinion about what you are doing 
any particular country. 

Mr. Vorys. You said earlier that they came in and said we cannot 
afford to go ahead with the programs we have asked. There is a good 
bit of “can’t afford” money for Britain and France in this thing. 

Secretary Humpnrey. I am just quoting out of my head and | 
might be off, but we gave Britain, as I recall it, $400 million a year ago. 

( (Disc ussion off the record. ) 

Mr. Vorys. I have one other question. Everybody has been taking 
a crack at the whole general caehie situation. 1 wonder whethe: 
you have given thought to a suggestion that first came to me through 
Congressman Wolcott, which is that if there is any increase in the 
debt limit, and maybe in part of our debt at present, that we sterilize 
it so that it cannot be monetized and cannot be inflationary, that we 
~armark the debt in that way. 

As I understand it, even the long-term bonds still could result in 
Federal Reserve money; is that not correct ? 

Secretary Humpurey. No; the long-terms will not. 

Mr. Vorys. If they go into a bank they could, could they not? Any 
that a bank holds? 

Secretary Humpnrey. Well, practically speaking, we will not. You 
see a bank has to watch its step. It cannot borrow too much either 
or it goes broke. It must keep enough to pay its depositors and to 
meet its current accounts and to take care of its trade, so the banks 
are not going to take any long-term stuff and borrow on that. You 
do not need to worry about that. They will avoid that just to protect 
their own situation. 

You see what we did, and what Mr. Wolcott has in mind, was to 
balance this thing out. We want $3 billion. We thought we would 
try to split 50-50. The money situation is tight now. Bank credit 
is tight now. I think that is right. It prevents accumulation of 
inventory, it retards expansion somewhat, and it keeps people on a 
more current basis. 

On the other hand, as I said, a minute ago, if you reach into the 
pool of savings and take too much out of it, then you are going to 
get in trouble with your cities and your utilities and your States and 
everybody else, you see, as well as business. 

We aimed to split it 50-50 and we came out to just about that 
place. 

We offered about $1 billion and let it overrun about $200 million 
and then we offered an exchange on the other bonds and we got 
over $400 million of them so we got about $1.6 billion out of the 
long term and the rest we are putting in short-term notes by increas- 
ing our rollover from $1.2 billion to $1.5 billion and rolling that over 
in 90 days. 

Mr. Vorys. The $1.6 billion was the long term? 

Secretary Humpnrey. I think it is $1,600,000,000 or something like 
that. That is the long term. Including the exchanges of the other 
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bonds, the sales and the exchanges, that is what it is. That has gone 
into the long terms and the other has gone into the short terms. 

Mr. Vorys. Are there any other questions? 

Mrs. Ketxiy. I have one question, Mr. Chairman. A very brief 
one. 

Will the United States be able to control the finished product in 
offshore procurement ? 

Secretary Humpurey. Yes. 

Mrs. Keiiy. Will we be able to control the country to which that 
item is sold? 

Secretary Humpurey. Certainly. We buy it and deliver it to the 
other country. 

Mr. Vorys. Thank you very much. 

(Whereupon, at 12: 30 p. m., the committee adjourned. ) 
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WEDNESDAY, MAY 13, 1953 


House or REPRESENTATIVES, 
CoMMITTEE ON ForeiGN AFFAIRS, 
Washington, D. C. 

The committee met in executive session, pursuant to call, in room 
G-3, United States Capitol, at 10:45 a. m., Hon. Robert B. Chiper- 
field (chairman) presiding. 

Chairman CutperFreLD. The committee will come to order. Mr. 
Wood, we are through hearing the background of this bill. We have 
heard there is a Communist threat and that we have to stabilize our 
own economy and we have considered whether we should get into 
or out of Laos. I want to get the chapter and verse of this measure 
expedited. 

i will welcome any suggestion from any member of this committee 
that will help bring that about. I do not mean that we have to confine 
every question to the measure. 

I think we better get on our way, start through this measure, find 
out what is in it, and report out something. 

The quicker we can do it, the better it will be for the administra- 
tion, for the committee, and for Congress. 

Any information or justification of amounts that you care to give 
us, we will welcome. Any suggestion of this committee will be ap- 
preciated. 

What are the amounts for? I asked about the first figure we came 
to the other day, and was told that the $4 billion was the overall 
amount. But, it does not say so in the bill. 

Mr. Ricuarps, Is this bill we have here, your bill, yet ? 

Chairman CurperFieLD. No, it is a committee print. I will write 
any bill that this committee wants to write and I will back it, be- 
cause it is my committee, 

Mr. Ricwarps. You mean you will be unanimous for whatever the 
committee wants ? 

Chairman Currrrrievp. I will back anything the committee wants, 
but I may have a few reservations. I cannot get $26,000 for a review 
of a flood program in my district. Then we start out a program for 
dams and watersheds in various parts of the world. 

Mr. Ricwarps. Why not put an amendment in this bill for that dam? 

Chairman Curperrie.b. If you give that $26,000, I may be able to 
vote for the bill. That is all. 


311 
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STATEMENT OF HON C. TYLER WOOD, DEPUTY TO THE DIRECTOR 
FOR MUTUAL SECURITY 


Mr. Woop. Mr. Chairman, recognizing the fact that this commit- 
tee wants to get down to the brass tacks of this legislation and that 
it wants a careful examination of the facts to get through as rapid) 
as possible, we have planned our presentation to you in what we think 
is the best way to accomplish those objectives. 

These proposals are, of course, subject to your approval and that 
of the committee. 

We have planned this morning, to take up with you, the Europea: 
area and NATO. We propose to do it in this way: 

I have with me now, Assistant Secretary of State Merchant, wh 
will take perhaps 5 minutes, depending on the number of questions 
that are asked him, to give you not a general discussion of the political 
situation in this area, at all, but a description of recent political de 
velopments that are involved in this program. 

Following that, Major General Stewart will give you a brief gen 
eral summary of the way this program has been developed. 

Following that, Dr. FitzGerald will take a few moments to give 
you a brief picture of the economic situation in this area. 

We will then go on, to the extent this committee wishes, with a 
country-by-country description of the amounts and the purposes for 
which these amounts are requested. 

Chairman Currerrietp. Talking about infrastructure, I want Mr. 
Richards to know that I am going to get a pipeline that carries water 
from Lake Michigan to Texas to two sections of the land where we have 
not been able to get any wheat for the last 4 years. It is just as sensi 
ble. I think it would bea good idea, don’t you? 

Mr. Ricwarps. If it passes through South Carolina. 

Mr. Woop. Mr. Chairman, may I just take a couple of minutes to 
make a few suggestions which are again designed to speed considera 
tion of these matters ? 

We are proposing to this committee that we postpone discussions 
about, and a consideration of, this very important central question 
of unexpended balances and unobligated amounts until we can sched- 
ule a special session with some of the top financial and procurement 
people of the Department of Defense. 

I think it will save the committee’s time if we delay its questions on 
those subjects until we have all the experts here who can answer those 
questions and can devote one special session to eee 

Mr. Merrow. That will include both military and economic? 

Mr. Woop. That will, sir. 

In all seriousness, I think it will save the time of this committee if 
we have one session specifically devoted to that question with all the 
people here who can authoritatively discuss and answer these ques- 
tions. 

Secondly, we are also proposing, if the committee pleases, to have 
one special session devoted to an explanation, and whatever discussion 
is necessary, of the legislation, itself. This would include a summary 
of the provisions of the proposed legislation and their effect. That 
will save the time of the committee and contribute to an understanding 
of this legislation which, on its face, looks pretty complicated. 
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Chairman CuHrrerrieLp. Will you tell the committee what your 

plans are for General Ridgway ? 
_ Mr. Woon. It is proposed to have General Ridgway before this com- 
mittee next Monday. The suggestion has been made that it would 
be well for the committee to hear him in open session in the morning. 
However, General Ridgway has informed us—which I think this com- 
mittee will fully understand—that he could not respond to all the 
questions which the members of this committee would ask him entirely 
and fully in open session. He would be delighted to come before you 
in an open session and it is suggested that he appear before this com- 
mittee in closed session the afternoon of that same day. 

Chairman CHipeRFIELD. You may proceed. 

Mr. Woop. We also suggest a special meeting dev oted to the offshore 
procurement program and infrastructure. That is also a most im- 
portant element in this program, and we believe that if presentation 
on OSP can be made by the experts on that subject at one time, rather 
than scattered at various points throughout the hearings, it will save 
the time of the coramittee and give a clearer understanding and grasp 
of the subject. 

I would like to say further, in this connection, that we have planied, 
and will present to you, a very brief story on this program. We are, 
however, ready to go into as much detail as you wish. 

We are at your service in that respect. It is the committee which 
will determine how fast or how slowly we go in presenting the 
program. 

There is one other thing that I would like to mention. It relates to 
a subject which has come up in some of the hearings in the Senate 
committee. It concerns the evaluation reports of these teams of busi- 
nessmen that have been put before you. There are two main questions 
that have been asked, and I would like to deal with those for a moment. 

The first question is this: Is the program which we are laying be- 
fore you substantially in agreement with the recommendations of 
these businessmen teams? ‘The answer to that question is “Yes.” 
However, you will note, if you carefully compare the proposed pro- 
gram and the individual reports, that in some cases the teams have 
recommended amounts which are at variance with the amounts con- 
tained in this bill. 1, therefore, must reconcile my answer to this 
fact. Mr. Stassen, on the basis of plans originally made when he first 
received these reports, met with these teams on the 7th of May and 

spent the whole of that day with them. I believe, sir, that that ques- 
tion can best be answered by inserting in the record a statement show- 
ing in each case where a recommendation as to an amount of aid was 
made by these teams what the administration has included on an illus- 
trative basis. Governor Stassen did inform the members of the vari- 
ous teams on May 7 of the action he proposed to take. 

(The statement referred to appears on p. 465.) 

Finally, as to these reports, 1 wish to make clear just what has been 
sent to you. 

Some of the reports have been sent to you without any editing what- 
ever—without the removal of a word or a comma. Others of them 
have been edited, but I wish to make it clear that nothing has been de- 
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leted solely because it might be embarrassing in any way to the ad- 
ministration or the people who are dealing with this program. We 
have deleted or edited two categories of items. The first category of 
items consists of a number of references to, and comments upon, an in- 
dividual by name under circumstances where the reference or com. 

ment might leave certain impressions about that individual, which 
have no bearing on the administration of the program, but which it 
would be unfair to the individual to have become generally known. 

For example, one of our mission chiefs was dealt with in this way. 
The team of businessmen said: “This man is a splendid gentleman, 
is aman of great competence and fine reputation in his field. He does 
not have the qualifications that make for a good administrator and, 
therefore, he has not made a good mission chief.” 

Then they spell out their reasons and mention the man’s name. 
That man is leaving us. We felt it would be unfair to him and to his 
reputation to include that material in these reports. We have here- 
fore edited out that sort of statement. 

The other category of items consists of certain comments on delicat 
subjects, such as the attitude of certain individuals in a foreign go 
ernment, their shortcomings and that sort of thing. Such comments 
are useful to us, and many of them we were already aware of. How- 
ever, if such a comment did become public it would be very harmfu! 
and most embarrassing to our relationships with the government 
concerned. 

We did want to make these reports available to this committee with 
as full information as possible, but we thought it wise and advisable 
to consult on this subject with the Secretary of State and the Secret: Ary 
of Defense. They felt, as we did, that these two types of things ought 
to be taken out of these reports. I will merely say to you, in proof 
of my statement, please look at these reports and see how many frank 
criticisms of the administration of the program remain in them. If 
you do, I think you will have confidence that nothing has been removed 
on the ground that it might be embarrassing to us. 

I am sorry to have taken so long, Mr. Chairman, but I thought this 
explanation would save time. 

Now, may I ask Mr. Merchant, to give a brief summary of the major 
new developments on the European political front and to call atten- 
tion to their bearing on our proposed program. 

Chairman Curperrrecp. Mr. Merchant. 


STATEMENT OF HON. LIVINGSTON MERCHANT, ASSISTANT 
SECRETARY OF STATE FOR EUROPEAN AFFAIRS 


Mr. Mercuant. Mr. Chairman and members of the committee, I 
take my text from the chairman and I gather the text is brevity. I 
know the Secretary of State has been up here on several occasions re- 

cently and also Governor Stassen; so, I will not attempt to replow 
ground that has already been very thoroughly plowed. 

I would like to say a word on the last North Atlantic Conference 
meeting in Paris last month. NATO, of course, I think all of you 
would agree, could properly be described as the cornerstone of our 
policy in western Europe, our policy of defense. 
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The council meeting last April, in my opinion, was one of the most 
fruitful and successful that has been held since the birth of the organi- 
zation 4 years ago. The accomplishments were real and important. 
Not the least of them I would cite the results of the very free and frank 
and full discussion in secret session of the nature of the Soviet menace, 
particularly in the context of the so-called Soviet peace offensive. 

From that discussion in the council there arose complete agreement 
as to the unvarying character of the long-term threat and complete 
agreement as to the necessity of maintaining and extending the defense 
effort of the North Atlantic Treaty countries without relaxation. 

The practical accomplishments, which seem to me of great impor- 
tance are the agreement on firm 1953 force goals and tentative agree- 
ment as is customary on the force goals for the next successive year ; 
agreement on the general terms under which the 1953 annual review 
would be conducted in the expectation that by late next fall, agree- 
ment would be attained on force goals for the next several successive 
years; agreement on the 3-year program of infrastructure now, re- 
moved from the arena of annual bitter negotiation, a problem which 
[ am sure if Secretary Wilson had had knowledge of or participation 
in the past, would have been a source of particular relief to him. 
Finally the signature of the contracts on the multinational aircraft 
production program in Europe. 

I would like to add just one word on the meeting and that is 
the emphasis of our delegation at the council meeting upon the neces- 
sity for longer-term planning and a complete recognition of the 
inevitable interrelationship between economic capacity to maintain 
an adequate defensive force in being that is, the necessity for the main- 
tenance on the part of all members of the alliance of a sound and 
vigorous economy—that recognition by our delegation was very 
thoughtfully and constructively received by our partners. 

The EDC, of course, came up for discussion at that meeting and a 
resolution urging its prompt ratification was produced by the min- 
isters. 

I might just briefly, if the committee wishes, describe the present 
state of ratification m the six countries which compose that com- 
munity: Insofar as the Netherlands, Belgium, and Luxembourg are 
concerned, there would appear to be no difficulty in prospect of the 
securing of very satisfactory parliamentary majorities in both houses 
for passage. 

What is involved, really, is the pace of legislative action. I think 
I should emphasize here that the EDC in all six countries is beyond 
the stage of attempting to secure agreement by governments on what 
should be done, but it is a problem today of securing parliamentary 
ratification, and that is a problem which I am sure all of you gentle- 
men are familiar with and will understand even better than I. 

A question has been raised in Belgium on a constitutional aspect of 
the EDC, but the Prime Minister and the Foreign Minister of Belgium 
are pushing ahead with ratification and it is not anticipated that that 
will produce a major difficulty or obstacle. 

Luxembourg, of course traditionally associates itself with the 
foreign policy and actions in the field of foreign policy of Belgium. 

In Italy the situation really is, as I believe I either described 
or forecast a few weeks ago when I was up before this committee 
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discussing this same general subject—in Italy the problem essentially 
is political in that Premier De Gasperi, who is whole heartedly in 
favor of the EDC as is his entire Cabinet, was unable, due to a fili- 
buster by the Communists in the Senate, to secure ratification by 
either house before dissolution in anticipation of the national elections 
which will be held in Italy on June 7 and 8. 

There is a constitutional requirement that, I believe it is 20 days, 
which must elapse after the results of the election are known before 
the 2 Houses can vote. There will then be, of course, the problem of 
securing confirmation of the Cabinet, the new Government, and there 
are certain necessary fiscal bills which must be dealt with at the outset 
of the session. Nevertheless, we have been assured that the first sub- 
stantive piece of business considered by both Houses when they as- 
semble will be action on ratification of the EDC treaty. 

In Germany and France, as all of you are aware, there are difficul- 
ties. There have been a number of obstacles, some of which have al- 
ready been successfully surmounted. The 6 so-called protocols or 
agreed interpretations to the treaty have now been approved by all 6 
governments and what at one time promised to be real difficulty in 1 
or 2 countries at least has been satisfactorily resolved. 

In Germany, as you know, the Chancellor received a setback in the 
Bundesrat 2 or 3 weeks ago when it was voted 20 to 18 that the treaty 
should not be considered until after the constitutional question which 
had been raised was settled. 

The Chancellor remains confident that he can in the reasonably near 
future secure the necessary parliamentary action to ratify insofar as 
Germany is concerned both the EDC treaty and the contractual agree- 
ment. 

He has not yet divulged the exact parliamentary tactics and strategy 
upon which he plans to proceed from this point on. 

We must recognize the difficulty that does exist as a practical matter 
in Germany in the form of the approaching German elections. The 
date has not been set but constitutionally they have to be held not 
later than September and as in Germany, the Government moves into 
the atmosphere of an approaching election. As is understandable, 
should the criticisms of the opposition become more heated and more 
pointed ? 

(Discussion off the record.) 

Mr. Woop. To summarize, I would say that we have by no means 
seen all of the hurdles surmounted. Progress is being made, and we 
will continue to operate on the assumption that without undue delay, 
the European Defense Community will come into force. 

As you saw undoubtedly from the announcement on Monday, the 
deputies for the negotiation of the Austrian treaty meeting in London 
on May 27—and invitations have gone out for that meeting to the 
Soviet. This is a matter which President Eisenhower in his April 
16 speech placed high on the list of concrete situations where, if con- 
crete constructive action was taken by the Soviet Union, we would 
have tangible evidence of a genuine desire on their part to contribute 
to a relaxation of tensions. 

(Discussion off the record.) 

J Mr. Woop. I might also say a word or two on the negotiations in 
Spain. 
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As you know, for over a year we have been negotiating with the 
Spanish Government on a complex of three interrelated agreements, 
the first being an agreement for economic assistance following the 
form which has been negotiated with other countries which have 
een beneficiaries of our defense support programs; the second being 
the more or less standard MDAP agreement under which military 
end item assistance can be provided, and the third a so-called base 
igreement with the necessary technical annexes. 

(Discussion off the record. ) 

Mr. Woop. Those negotiations, as you all well know, have been 
slow and they have been difficult. This has been the first time that 
we have been discussing these matters with the Spanish Government 
which, of course, is in contrast with the history of some years of the 
levelopment of these relationships with allies in NATO. 

In the last few weeks, there has been very encouraging progress 

n those negotiations. They are today in wha can be called an ex- 
tremely advanced stage—in fact, sufficiently advanced to have re- 
sulted in the executive branch having recalled to Washington for 
consdltation about 10 days ago Ambassador Dunn, Major “General 
Kissner and George Train of MSA, who had been the negotiating 
team in Madrid. The next stage of tactics for the next phase of the 
negotiations are under intensive study at the Cabinet level within 
the executive branch. 

I think that is all, sir, that I had in mind. 

Chairman CHIPERFIELD. Whom do you wish to have testify now? 

Mr. Woop. Major General Stewart, who is the Director, Office of 
Military Assistance, Office of the Secretary of Defense. 

I believe the general prefers to stand. He has a few charts which 
I believe will speed the situation. He will speak generally about the 
development of the program for a brief moment and that will be fol- 
lowed by Dr. FitzGerald and then we can take up the country-by- 
ountry story, Mr. Chairman. 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, OFFICE OF MILI- 
TARY ASSISTANCE, OFFICE OF THE SECRETARY OF DEFENSE 


General Stewart. Mr. Chairman, Mrs. Kelly and gentlemen, I 
have here a brief description of the manner in which this program 
has been developed. I am informed that there are members of this 
committee who were not here last year and I would like very much, 
in order to explain how it works, to take a few minutes to describe 
this process, if I may, sir. 

I have been in the Army since I was 17 years old and learned long 
ago that whenever you get a job, any task, that the first thing that 
you have to find out is what your mission is. If you do not know 
that, you get mixed up as you go along and you get off the track. 

I sought my mission in relation with this’ assignment and I arrived 
at the conclusion that the basic, broad mission was a statement con- 
tained in the MSA Act of 1951. I have used that as my broad 
guidance in everything I have done. That mission is to maintain 
the security and promote the foreign policy and provide for the gen- 
eral welfare of the United States by furnishing assistance to friendly 
nations in the interests of international peace and s security. 

All that we do is related back to that basic policy. 
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_ (A chart was shown entitled, “Organization for Military Assistance, 
North Atlantic Treaty Countries,” as follows:) 


ORGANIZATION FOR MILITARY ASSISTANCE 


NORTH ATLANTIC TREATY COUNTRIES 


U.S. LEVEL REGIONAL LEVEL 


IML DEPTS 


(PROGRESS REPORTS an STATIETICS-OND 


General Srewart. There is the authorization in the act itself. I 
would like to restrict the area I am responsible for by briefly pointing 
out the overall area. 

There are three broad types of foreign aid in existence, without the 
breakdown of the details. First we have the Mutual Security Agency 
which for descriptive purposes is the agency that carries out the 
economic assistance. 

You have the technical assistance to underdeveloped countries that 
is under the State Department, and you have the military assistance 
which is under the Department of Defense. 

Over all three of these types of aid sits the Director of Mutual 
Security charged with the coordination and direction of all types of 
foreign assistance. 

My area and all that I shall talk about is military assistance which 
is in H area here [indicating]. 

Now the basic unit in the organization for military assistance is 
a Military Assistance Advisory Group that we place in each country 
receiving grant assistance from us. That is a group of Army, Navy, 
and Air Force people who sit in the country under the bilateral 
agreement we make with the country and who are a part of the Am- 
bassador’s team. On technical matters they deal directly with the 
Ambassador and he is always informed of what they do. 
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Except in Europe, these teams report directly back to Washington. 
They report on technical matters directly to their own service and on 
certain other matters to my office. 

In the case of Europe we have a regional headquarters between the 
MAAG itself—we call these MAAG’s—and Washington. That head- 
quarters is located in General Ridgway’s headquarters in his capacity 
as United States commander and not in his capacity as the interna- 
tional commander. 

Chairman Cuipprrretp. General, I do not want to interrupt you 
but I would like to have you define terms like MAAG as you go along. 
When this report goes out to the country they ought to have the infor- 
mation on those initials. 

General Srewart. DMS—the Director of Mutual Security; MSA— 
Mutual Security Agency; OSD—the Office of the Secretary of De- 
fense; JCS—the Joint Chiefs of Staff, and the three military depart- 
ments, Navy, Army, and Air Force. 

USCINCEUR—the commander in chief of the United States forces 
in Europe, General Ridgway, and General Handy acting as his 
deputy. 

SHAPE—Supreme Headquarters, Allied Powers, Europe. 

NAC—The North Atlantic Council; and SRE—the Special Rep- 
resentative in Europe. 

These, I think, are perfectly clear. 

MAAG is the Military Assistance Advisory Group. 

Now in the case of Europe, the coordination with SHAPE, the 
North Atlantic Council, and the Special Representative, Europe, Mr. 
Draper, is achieved by this division of General Handy’s headquarters. 
In the case of other countries, as I have said, the MAAG’s report back 
to Washington directly. 

(A chart was shown entitled, “MDAP, MAAG Location,” as fol- 
lows :) 
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This is a map of the world. This indicates Europe. This is the 
Middle East. This is the Far East, and this is Latin America. They 
are usually referred to as titles I, II, ITI, and IV. 

The red dots indicate the location of our military assistance advisory 
groups. We are now giving grant-aid to 26 countries. 

(A chart was shown entitled, “Mutual Defense Assistance Program, 
Principal Duties of Secretary of Defense,” as follows :) 


MurvaL DEFENSE ASSISTANCE PROGRAM—PRINCIPAL DUTIES OF SECRETARY OF 
DEFENSE 

Secretary of Defense shall have primary responsibility and authority for— 

1. Determination of military end item requirements. 

2. Procurement of military equipment in a manner which permits its integration 
with service programs. 

3. Supervision of end item use by recipient countries. 

4. Supervision of the training of foreign military personnel. 

5. Movement and delivery of military end items. 

3. Establishment of priorities in procurement, delivery, and allocation of 
military equipment. 

General Stewart. I am responsible to the Secretary of Defense for 
carrying out his responsibilities in connection with this act. His 
responsibilities are laid down in the act itself and are: 

Determination of the military end item requirements; procurement of mili- 
ary equipment in a manner which permits its integration with service programs ; 
the supervision of end item use by recipient countries; the supervision of the 
training of foreign military personnel; the movement and delivery of military 
end items; the establishment of priorities in procurement, delivery, and the 
allocation of military equipment. 

I shall discuss in a little more detail how these obligations are car- 
ried out. 

Before coming to the actual development of the program which is 
the heart and soul of all this military assistance, I would like just to 
point out a few of the factors that are the most important factors that 
enter into the development of a military-aid program. 

The first and most important, of course, is the amount of money 
that is available. The second is the forces we are trying to support 
or raise. The third is the contribution that the country itself can 
give. Another one is the rate of buildup. Another is the distribu- 
tion between the Army, Navy, and Air Force of these foreign coun- 
tries that we want to assist. Then we have the ability to produce 
in other countries and in this country and the total requirements in- 
volved in the way of equipment. 

(A chart was shown entitled, “Military Assistance Screening 


Process (NATO Countries)” as follows :) 
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DEPARTMENT OF DEFENSE 


MILITARY ASSISTANCE SCREENING PROCESS 


(NATO COUNTRIES) - 
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General Stewart. Now, how do we actually develop a program? 
How do we determine what we give and how we give it? 

I want to make it perfectly clear that the basis of all this is that we 
give to a foreign country only those things which they cannot provide 
for themselves. 

We start each year—and we must, of course, do it on a yearly basis— 
we start each year with a force basis in each country. The force basis 
is arrived at by a series of actions. In the case of Europe, the NATO 
annual review is involved. The State Department is involved. The 
Defense Department is involved. Finally there comes out of all the 
consideration given this, a JCS recommendation—a Joint Chiefs of 
Staff recommendation as to those forces in each country to which the 
United States shall contribute military aid. 

Having given that force basis—and without it, of course, we can do 
nothing intelligently—we then commence on the development of the 
aid program. 

To illustrate this, I would like to take as an example one division, 
let us say for Italy. Let us say that we are going to support in 1954, 
one Italian division. How do we arrive at our contribution? 

Our military assistance advisory people sit down with the Italians. 
In this case it would be the Army people, and they go over the equip- 
ment required for one Italian division. They subtract from that 
total requirement all the assets that the Italians have in stock and 
scheduled for production. They come up then with a deficiency list, 
the difference between the total requirements and what the Italians 
themselves will provide. 

That deficiency list then begins a screening process which is a 
screening against the factual data, information we have through 
SRE, as to what the country is producing, against every piece of 





MUTUAL SECURITY ACT EXTENSION 323 


information we have and against our own policies as to the items that 
we will provide. 

In the case of European countries, we attempt to hold a list of items 
that we shall provide to 134 items. We hope to bring that down to 
31items. I will pass out in a minute some of the worksheets involved. 

At any rate, the goals go from country MAAG’s to the regional 
headquarters. It comes into the Army, Navy, and Air Force head- 
quarters in Washington where it is again screened and checked and 
then to my office where it is given consideration by all the elements 
who deal with the Department of Defense. We have liaison with the 
Director for Mutual Security, the State Department, and so on. 

Finally, we follow this program, priced out at that stage, to the 
Director for Mutual Security who submits it to the Bureau of the 
Budget and we are finally advised as to the total amount of money 
and funds that we can ask the Congress for. Weare at this moment at 
that stage of the process. We have been told, as a result of this previ- 
ous screening, what the figure is that we may request. 

That request goes to the Congress which finally approves a definite 
amount and we then begin the process all over of fitting these require- 
ments into the fund ceiling. 

Mr. Provuty. General, could I interrupt you at that point! Just 
about how long does that entire process take ? 

General Srewart. We always hope that it could start sooner, sir, 
but it starts at least in September and we are usually on a 48-hour day 
in the last 2 weeks trying to break it down as we were this year. 

Mr. Provury. I mean the whole procedure as you just outlined it. 

General Srewarr. It starts in about September of each year and at 
the present time we have only arrived at the stage of asking for the 
funds. 

Mr. Provry. In other words, it will be another several months, 
probably ? 

General Syewarr. After we are advised and after the appropria- 
tions are made we will have to go back and refine every country’s pro- 
gram to bring it in. That will take at least 3 months to come up with 
a final program. 

Mr. Futron. I see nothing on that chart as to maintenance items. 
I see everything aimed at original procurement. Isn’t one of the 
greatest problems with Italy not only the method of maintenance and 
the supply of maintenance materials, but also the training and the use 
so there will not be too high maintenance cost? 

General Srewarr. Yes, sir. This chart and my discussion at this 
point was illustrative of how we develop a program. 

Mr. Fuuron. We have had a program there of original materials. 
There must be some portion of maintenance on those items. 

General Stewart. Exactly, sir. Included in the program in addi- 
tion to new units is the support we must give to the equipment we have 
previously furnished. It includes certain spare parts. This year we 
hope to get in a few replacement items which include ammunition and 
we have quite an extensive training program that goes with it. 

Mr. Fuuron. You are submitting your program broken down be- 
tween original procurement and spare parts for maintenance? 

General Srewart. The detailed program will be, yes, sir. The 
detailed program for each country, which runs into a terrific amount 
of detail, is broken down that way. 
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(A table was shown entitled, “MDAP Allocations of Available 
Funds, April 30, 1953, (Millions of Dollars).” as follows:) 


MDAP allocations of available funds, Apr. 80, 1953 
[Millions of dollars] 





| Near East | Asiaand | Latin Amer- 


Total Europe! and Africa Pacific ica 





Total, funds available... 15, 18! | 1, 273.9 1, 776.8 68.6 
| = —| come | _ = 


Army ae 8, 261.6 | 6, 464.1 | 681.8 1, 080.0 | 35.7 
Navy . cds aaanee 1,819. 6 | 1, 448. 6 134.0 223.3 | 
Air Force . ss baal 4, 760.9 | 3, 905 458. 2 | 78. 5 

Office of Secretary of Defense -.--- 333. 2 | 238. 4 0 

Undistributed. | 9. § 0 








1 Includes administration 
2 Less than $50,000 


General Srewarrt. I have here the total amount of funds made 
available to the Department of Defense for military assistance, 
beginning in 1950. How we have broken them down geographically, 
and how we have broken them down by Army, Navy and Air Force. 

You will note that Europe has gotten over $12 billion; the Middle 
East $1,273,000,000 ; the Far East, $1,776,000,000; and Latin America, 
$68,600,000. 

The Army has received out of the total—that is the armies of other 
nations, $8,261,000,000; the Navy $1,819,000,000; and the Air Force 
$4,760,000,000. 

It is a broad description of what we have done with the funds. 

Mr. Merrow. Is that 9.9 “Undistributed” a figure that is in the 
pipeline / 

Chairman Cuiperrtevp. Is that unobligated ? 

Mr. Merrow. It says “Undistributed, 9.9.” 

General Srewart. I think that is 4 or 5 years’ administration, sir. 

As Mr. Wood says, we have a bunch of experts to come up and ex- 
plain this. I know something about it but I would rather not get 
into it because it will be confusing when somebody else talks about it. 

Shall I proceed ? 

(A classified chart was shown entitled “MDAP, fiscal year 1950-53, 
Major Items, Programed and Shipped—Europe, March 31, 1953.”) 

General Srewarrt. I have here a list of items that we are in the 
process of procuring with funds made available in previous years. 
I have also of these particular items, a column showing the number 
of those items that we have actually shipped to recipient countries. 

(Discussion off the record.) 

Mr. Fuuron. Is the deficiency on definite future deliveries that are 
programed, or is it a deficiency in current deliveries? ' 

General Srewarr. It is each of the 4 years programed and this 
is what we have actually delivered. 

Mr. Fuuron. So you are behind that much? 

General Stewart. Very much so, yes, sir. The difference between 
what we shipped and what is programed is what we still owe those 
programs. 

Mr. Fuuron. You have future deliveries that are coming up in 
the next 2 months. That is until June 30, 1953. There is then part 
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of the programed but undelivered material for the current fiscal year 
that is not yet in default, is that right ? 

General Stewart. Well, none of it is in default, sir. We set targets 
ourselves for delivery and we have on numerous occasions failed to 
meet our own targets, but we guarantee no country that we will de- 
liver a specific number of items by a given date. All of this is funded 
and in the mill at the present time. 

Chairman Currerrievp. What is that last line there? 

General Stewart. “Excludes 96 aircraft diverted to Training Com- 
mand,” which is for training foreign students. 

Mr. Futron. Would you explain to us what the word “programed” 
means, whether it means programed for future delivery as of the date 
you are speaking, which is now, or whether it means previously pro- 
gramed for delivery and not yet met. 

General Srewart. The quantity shown in “Quantity Programed” 
is the items we have in 4 years of programing put on the programs, 
received the money from Congress and will deliver. 

Of this total, any one of these totals, we have already delivered to 
the several countries the amount in the “Quantity Shipped” column. 

Does that answer your question ¢ 

Mr. Fuuron. No. 

General Srewarr. I am very sorry, sir. 

Mr. Futron. You do not show us if they are delays of deliveries. 

General Srewarr. They are delays of deliveries. 

Mrs. Ketiy. When do you expect to meet that program in the first 
line? Do you expect to meet that by December of this year ? 

Generai Stewart. The only straightforward answer I can give you 
is that we will meet it as rapidly as we can get our hands on the equip- 
ment, 

Mrs. Ketty. When is your deadline? 

General Stewarr. I do not have a deadline. We develop targets 
based on production schedules. 

Mrs. Ketty. What is your target? 

Mr. Woon. If I can interject, it will be different for each item on 
the list. The difference between those two is what we have the money 
for, what we intend to deliver, and what we actually have delivered— 
and this chart is not intended, Mrs. Kelly, to explain the question as 
to whether we are late or early on deliveries. It is merely to show the 
program and how much of it we have delivered. 

Mrs. Ketaiy. Then we should refrain from questioning at this 
point and we will get those answers; is that correct? 

Mr. Woon. Yes. 

Mr. Bentiry. Do you have a breakdown of those figures by the four 
principal geographic areas? 

General Srewarr. Yes; I have quite a lot of them. I hardly ever 
find that I have the exact form that someone wants it, but I have quite 
a bit on that. 

Mr. Merrow. Have you in mind the percentage of the deliveries 
as against what you have programed to date? 

General Stewart. I have it on the next chart, sir. 

(A classified chart was shown entitled “MDAP, Value of Shipments 
by Country, March 31, 1953 (Millions of Dollars.)”’) 

General Stewart. I have it by country. These small figures are the 
percent of the countries’ program that we have delivered as of the 31st 
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of March. The bars represent the monetary value of our deliveries 
into the countries. 

Discussion off the record. ) 

eneral Stewart. This is just an indication of our progress with 
the funds that you have made available to us in delivering to the 
several countries. The other chart was an effort to show the number of 
items we have delivered. 

Mr. Roosrveur. What is the total for France? 

(Discussion off the record.) 

Chairman CutperFreLD. We have already appropriated for 4 years, 
1950 through 1953. 

What percentage of a program do you intend to provide that we 
are taking care of out of that 4 years? 

General Srewarr. Do you mean of the overall ? 

Chairman Currerrrm.p. The overall. 

General Stewart. I can give you this answer: That is according to 
the original estimate of the total military requirement. It is mili- 
tary requirement without relation to any other factor. 

( Discussion off the record. ) 

Chairman Currerrretp. And we have to go ahead and spend 
another $15 million for 3 more years to go up to 100 percent? 

General Stewart. I do not think that will happen, sir. That was a 
calculation made about 3 years ago. 

Mr. Merrow. Mr. Chairman, I do not want to prolong this; but, 
from what you have said, is my conclusion right that we have delivered 
much less than 50 percent of what has already been programed and 
what the money has been made available for ? 

General Stewart. You are absolutely correct, sir. With our de- 
liveries, approximately 3314 percent. 

Mr. Merrow. Of what has already been provided ? 

General Stewart. Yes. 

Mr. Fuuiron. And how much are you behind in general percentage 
for all countries on your deliveries? 

General Srewart. Sixty-six and two-thirds would be the overall 
figure. 

Mr. Futon. How much have your promises fallen down? That is 
my point. 

General Stewart. The promises have fallen down not at all except 
in the case of rates of deliveries, and we have never made a specific 
promise. I will take the time to explain, if you will permit me, sir: 
We make a prediction of shipments every quarter. Now, we have to 
make some kind of prediction in order that the specific countries can 
call up troops and things like that. Those predictions are made by 
each service. They are calculated out based on production schedules, 
estimated requirements, and on a priority system established by the 
President and the Joint Chiefs of Staff under his direction. We make 
a prediction and we write at the top of it, 1 inch high, “Estimate,” but 
we do make a prediction every quarter that covers the following 18 
months as to what we will deliver. Those predictions have been uni- 
formly optimistic. No matter what you do to them they seem to be a 
little better than we do. 

As I will show you in a few minutes, in the last 6 months we have 
really begun to roll, and now it is my hope that our quarterly predic- 
tions will be very close to reality. 
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Now aside from that we make no specific promises, sir, to any other 
country. We make them to ourselves and our masters and we get into 
a lot of trouble, but we do not make them to another country. 

Chairman CurrerrteLp. Mr. Roosevelt wanted to ask a question and 
then Mr. Merrow. 

Mr. Rooseve.tr. General, I think this whole problem of lead time is 
very important, and I think it will help us understand the problem 
better if you could tell us about this: Supposing we did not appro- 
priate ee more or authorize anything more than you now have, 
which is roughly 50 percent of what the military estimates we need for 
global security. How long would it take to deliver the purchases that 
we have so far authorized and appropriated for ? 

General Stewart. I can give you my best estimate, sir. 

Mr. Roosrveit. That is all I want. 

General Stewart. I would say in 2 calendar years, 2 years from right 
now, except for certain items; there are always going to be certain 
items that for some reason or other we do not get—that we will have 
delivered the equipment that you have already given us money to 
buy. 

Mr. Roosrvetr. Now, my next question: This new program, as I 
understand it, carries roughly a 40-percent reduction of military funds 
for Western Europe. On the theory that we are going to achieve a 
better balance of forces and that we are going to bring up better 
existing or so-called paper units to full strength, and we have been 
told by a number of the members of the Cabinet that we are in effect 
going to increase the strength of our NATO partners by 30 percent 
over what itis today. Where is the imbalance in the present program ? 
Secondly, how much will this reduction in the coming year’s program 
stretch out the ultimate 100-percent goal set 3 or 4 years ago! 

General Stewart. I think I have all those answers. I am very close 
to having them in succeeding charts, sir. I am right now just trying 
to show what we have done with previous funds and in a minute I 
will come to the distribution of the funds we are requesting. 

Mr. Roosevett. Thank you. 

Mr. Merrow. This mutual defense material and training for all 
titles in this bill, if I read it right, is $4,274,523,000 for 1954. You 
add that to the $15 billion that we have already made available and it 
will be close to $20 billion in military assistance, and we have de- 
livered only a third of it at the present time. 

Now, if we authorize and appropriate this sum, the percentage of 
deliveries will still be less. 

In other words, even though we have delivered only a third of what 
we have made available, we are still asked to pile up more, and that 
will not be delivered until sometime in the future. It almost seems 
as though we have enough available at the present time in view of the 
deliveries that we have made. 

General Srewarr. That is a very important point, sir. I would like 
to answer that, although we will come to that kind of discussion later 
on. The money that is represented in undelivered items here, the fact: 
that we have not delivered them does not mean that they are not re- 
quired. The money that we are asking for now, which, when we get to 
the country, I will show you exactly what it is going to be used for, 
represents an additional requirement to that which the Congress has 
funded by previous appropriations. 
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Mr. Merrow. It is going to be a long time before we get it delivered 
though, is it not? 

General Stewart. We are doing much better as I will show you in 
just a minute, sir. 

Mr. Woop. Mr. Chairman, could I just round out the testimony on 
the point you made, which is a very important one? 

You may recall that you mentioned the $15 billion already appro- 
priated and asked to what extent that related to the original military 
plan for requirements for foreign military aid. General Stewart 
said about 50 percent. 

I want to point out that that was a plan originally calculated by the 
military a number of years ago. I feel certain, in view of the chang- 
ing conditions in the world, that that military plan will be revised 
many times. Therefore it is not correct to assume that there is now a 
definite and final plan for which $30 billion will inevitably be asked. 
I cannot predict what it would be. It would depend on the military 
situation in the world, our economic situation, and so on. 

I did not want the committee or you to get the impression that there 
is a definite plan or commitment of any kind amounting to $30 billion 
and that we are only halfway through it. 

General Stewart. That is correct, sir. 

(A chart was shown entitled, “MDAP, Value of Shipments (Mil- 
lions of Dollars)” as follows :) 


FY ‘50 


LAST 
HALF y DEPARTMENT OF DEFENSE 


MDAP 


! . VALUE OF SHIPMENTS 
(MILLIONS OF DOLLARS) 


*INITIAL SHIPMENT 8 MARCH 1950 


General Stewart. This chart shows in bar form the deliveries we 
have made and how they are improving. In my point of view it is 
the most encouraging thing I have to deal with. 

In the fiscal year 1950, we delivered $69 million worth of equipment. 
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In 1951—and we have it broken into the first half and the second 
half of the fiscal years. You can see that progressively we have done 
better. 

In the first half of this year we delivered $1,446,000,000 worth and 
in the first 3 months of the second half we have delivered 
$1,091,000,000. 

At the present rate of deliveries we have hopes—and I always get 
in trouble when I predict—but I think we are going to get that chart 
out to about here [indicating]. 

We are very close to having delivered now as much as we did in 
the previous 29 months, so we are doing a lot better. It is beginning 
to roll now, and we are doing something. 

(A chart was shown entitled, “Status of MDAP Appropriated 
Funds, Fiscal Years 1950-53” as follows :) 


DEPARTMENT OF DEFENSE 


STATUS OF MDAP APPROPRIATED FUNDS 


FISCAL YEARS 1950 - 1953 























General Srewart. This shows the funds that have been made avail- 
able and the rate at which they have been made available. 

The top line represents the allocations to the Department of Defense 
of Mutual Security funds for military assistance. 

The dashed line represents the rates at which we have been able to 
obligate those funds. 

The dotted line represents the rate at which those funds have been 
expended. 

I would like to point out that while there are many individual ex- 
ceptions, expenditures are very nearly the twin brother of deliveries. 
There are a number of individual exceptions such as partial payments. 
That is simply a broad indication. The details of that as Mr. Wood 
indicated, will be presented to you by those people who keep books and 
— the intricacies of bookkeeping. I do not know the totals 
of them. 
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I would like to call to your attention, though, that if you just take 
this leveled off point in the dashed line, it indicates that it has taken 
us 21 months to achieve expenditure after we get funds made available 
in the Department of edible. That goes along with our improved 
rate of deliveries. 

That is a brief and a necessarily brief accounting of previous funds, 

Chairman Crirerrmip. As Mr. Vorys has had to be out, I would 
like to go back to the chart that shows the deliveries and the per 
centages. 

(A classified chart was shown entitled, “MDAP Value of Shipments 
by Country, March 31, 1953 (Millions of Dollars) .”) 

General Srewarr. This is in terms of money and the small figures 
on the left side represent the percentage of deliveries against the total 
accumulative program of those individual countries. 

Chairman Cuirerriecp. It is about 331% percent of deliveries of the 
moneys actually appropriated. 

General Stewart. It is increasing every day but that is true. It 
is a little bit more, now. 

Mr. Merrow. Mr. Chairman, I understand it takes time to get these 
obligations made and to build up but we have been appropr iating here 
for 2 or 3 years and I still do not understand why it is as slow as it is. 
It seems as though it ought to be greater than 3314 percent. 

General Srewarr. That is a problem, sir, that has been fought with 
the greatest zeal since I have been in this type of duty. 

I have my personal opinion, and I work at this, but there are many, 
many factors. 

No. 1, some of the equipment and certainly a great deal of equip- 
ment that would have gone to these countries has gone to Korea. 
A very substantial portion of this program, in money value, is in 
ammunition. We have not done very well on delivering ammunition 
to MDAP. That is now becoming a different story. 

(Discussion off the record.) 

Mr. Furiron. At that particular point may I make a comment? 
You see, the position of several European countries is, “Why are you 
complaining about us being slow in our practical buildup, when 
you are even slower on the deliveries that you have promised in 
equipment?” 

General Srewart. There is some basis for that. As a matter of 
actual fact, except in a few isolated individual item cases, they have 
never made that statement. 

Mr. Fuxron. They have said that to various ones of us and it has 
been said to this committee by our own representatives. 

General Stewart. We certainly have not delivered it. 

Mr. Vorys. You say you are 21 months, or something like that, 
behind on the chart entitled, “Status of MDAP Appropriated Funds, 
Fiscal Years 1950-53.” 

Now, that chart shows a $2 billion jump in June, last year. What 
has happened is that those obligations do not mean a thing because if 
we decide that we are going to “send that stuff to Korea or someplace 
else, you say to MDAP, Fast forget about your obligations. Your 
obligations are not going to be per formed.” Is that not true? 

General Stewart. No, sir. 

Mr. Vorys. Certainly it is true. 
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General Stewart. For example, let us say a gun was financed by 
MDAP funds and by the time that particular gun came off the 
production line and was available for allocation it was needed in 
Korea. It went to Korea and the Army owes us a gun which they will 
eventually give us. We have not got the gun. 

Mr. Vorys. Then, obligations do not have any special acquaintance 
with expenditures, 

Now, understand, I am not criticizing. I think we should use our 
military materiel where it is most needed around the world, but as to 
this idea that there is a gun ordered for MDAP, I know of no place 
where such orders are going through. I know that in our warehouses 
stuff is not ordered for MDAP. After it is in the warehouse the 
MDAP order comes through. I think that is proper. However, the 
fiscal picture presented has no connection with the facts of military 
life in this country as far as I can see. 

For instance, obviously the only way you could show on that chart, 
one big reason for the delay—I hope it is the largest reason for de- 
lay—is that our military equipment was needed elsewhere. You 
might show in some way on the chart that the obligations purported 
to be for MDAP were taken for some other purpose. The chart you 
have there does not show the picture at all. 

General Stewart. It is simply my accounting in the broad sense of 
what we have done with these funds. 

When you get down to whether it was obligated against a tank and 
when the tank came off of the line it went to Korea instead of 
MDAP—actually no tanks did go—and then somebody did not de- 
obligate it on the book, you are getting into the field about which we 
hope the people who are supposed to explain it can talk to you. 

Mr. Vorys. The timelag between allocation to defense and partic- 
ularly between obligations and deliveries, is the thing. 

That timelag, as we see, zigzags to beat the band. Your expendi- 
tures and deliveries go along. The reason for delay is not because 
you happen to hit a bunch of 3-year items, it is because you have 
shipped stuff elsewhere, is that not true? 

General Stewart. It has certainly been true in the case of ammuni- 
tion, sir, and it has been true in the case of certain other weapons. 

From my point of view, I take the position that the Chief of Ord- 
nance owes me two guns. 

“T paid you the money and you haven’t given them to me, yet.” 

I do not know whether this one that came off the production line 
had his mark on it or mine, but I did not get it and he still owes me a 
gun. 

I think that is a true statement of the way it works. 

Mr. Woop. Mr. Vorys, may I just clarify one point, here. 

When the money is obligated for this gun and when it comes off the 
line, and it goes to Korea, the MDAP funds are not deobligated. The 
delivery is postponed, the obligation remains there and has to remain 
there if that gun ultimately is going to be obtained for Korea. It is 
not a matter of deobligation. The funds remain obligated and the 
delivery is postponed until another gun comes off the line and is not 
needed for Korea. 

_ The need for that gun in the MDAP, or some country in Europe, 
is not by that process decreased. It has merely been decided that it is 
more urgent to deliver that particular gun to our forces in Korea. 
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Mr. Vorys. Did you have a contract with a private contractor for 
that gun? 

Mr. Woop. A contract was placed by the Department of Defense, 

Mr. Vorys. For that gun? 

Mr. Woop, For that gun. 

Mr. Vorys. With a time delivery in it? 

Mr. Woop. With a time delivery in it. 

Mr. Vorys. Did you let them out of the contract ? 

Mr. Woon. No, sir. 

Mr. Vorys. Then it was not that kind of a contract at all? 

Mr. Woon. No, sir. Mr. Vorys, there are contracts for deliveries 
of so many guns today, so many guns tomorrow, and so many guns 
the next day. On the books of the Defense Department it had been 
penned that some of those guns coming off the line on that day would 

e paid for with MDAP funds and shipped to Europe. It is only 
the change in the delivery that takes place when it goes to Korea, 
rather than to Europe. 

Mr. Vorys. So, “obligations” means a bookkeeping entry on the 
Defense Department’s books. That is what it really means? 

Mr. Woop. That means it was a Defense Department program and 
the MDAP, both. 

It is a shifting of the delivery between one and the other depending 
on the urgency of the requirement for that gun in Korea, or elsewhere. 

The obligation for the MDAP stuff has to remain and be applied to a 
later delivery of that same gun. Otherwise, that gun could not be 
paid for, sir. 

Mr. Vorys. I do not want to detain the committee, but I wish you 
would bring up a couple of specimen MDAP contracts for guns, with 
some private contractor. 

General Srewarr. Yes, sir. May I pick up any reasonable item 
instead of just maybe a gun? I will bring it any way you want it. 
A gun, ammunition, or anything you want. 

Mr. Vorys. I am just using the example you used. 

For instance, MDAP buys a gun and does not get it. I would just 
like to see how that works. 

General Stewart. Very well. 

Mr. Fuuron. We are talking about the original obligations on that 
chart and then we jump to the expenditures with a knowledge that 
the expenditures line is probably very closely correlated to the deliv- 
ery line. 

General Stewart. Yes, sir. 

Mr. Funron. One point I am trying to put across this morning is 
that we have other factors in here which are the strategic necessities 
for the end items. 

You say, “Many items were taken out of the program for strategic 
reasons.” 

The trouble with that is that approach confuses the performance 
picture. 

; If you could, I would like the schedule of performance that you had 
originally laid out for yourselves. Secondly, I would like the corre- 
lation of your performance as you proceed on that schedule. Not that 
you have a delivery 3 years from now and then we look at it just as it 
has been delivered to see whether you have made the delivery on time. 
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But we should see on your production planning whether you were con- 
forming with the schedules on an overall program that we have given 
you. 

" Now, I run some newspapers and we do not wait until the delivery 
day or the printing day to see what is happening. We have our vari- 
ous departments on certain performance schedules and they must 
come up with them to see how nearly they have performed in order 
to get the end items. 

So, between this gap, or on either side of the gap, you have the 
allocations to defense and the obligations and then, you jump clear 
down-to expenditures and deliveries. 

But that does not show us how you have been doing on performance 
as you go, on these contracts that have a much later delivery rate 
date. 

Chairman CurrerFretp. May I say this te the committee. Anyone 
at. the other end of the table may ask questions; we will proceed 
informally. 

I notice that Mrs. Kelly and Mr. Roosevelt both have questions. 

Mr. Roosevetr. I have a question right on Mr. Fulton’s point. 

Chairman CurrerrieLp. You may proceed, Mr. Roosevelt, and 
then Mrs. Kelly. 

Mr. Roosevett. I think this suggestion is right on Mr. Fulton’s 
point and might help clarify what both he and I are after. 

If we could have a list of the equipment that you allocated and 
scheduled and then for strategic reasons had delivered elsewhere— 
Korea ; Indochina—by the Joint Chiefs or whoever is responsible for 
the deliveries, then we would be able to see just how much our other 
strategic considerations slowed down your expenditures and deliver- 
les aS against your obligations and allocations. 

Mr. Fuuron. That is my point. 

Mr. Roosevett. It is a very simple thing. If you can come in here 
and tell us, “Look, we had this much scheduled, programed, allocated, 
contracted for, but the boys higher up came in and took X amount 
away from us on each of these items,” then we would say, “Well 
look, General Stewart is not to blame, Ty Wood is not to blame, the 
strategic situation is to blame,” and we could go before the Congress 
in a much sounder position. 

General Srewarr. We will do the best we can on that. It sounds 
simple. 

Mr. Roosevetr. It might be secret. 

General Stewart. No, it is not secret, but everybody in the Depart- 
ment of Defense has been demanding that same information in great 
detail. 

Due to many facts, but principally to the fact that these contracts 
are all tied together and things like that, it is very difficult to give you 
a factual, detailed statement. 

We can do it in certain specific items. I can give you an overal! 
picture. I can tell you, for instance, if you will give me some leeway 
on my figures, because I have not used this illustration recently, but 
several months ago, we had shipped to the Far East Command, or to 
Korea, some 11 million measurement tons—and you will have to 
give me a little leeway on my figures—since the start of the Korean 
war, than we would have shipped before the Korean war 
started. 
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Many of those items are not on the MDAP program, but if you take 
a rough calculation of a measurement ton, it is approximately $1,000 
in equipment we handle and you could have delivered the MDAP 
program, on that pure illustrative basis all ready, out of what you 
shipped to Korea, over and above what you were shipping before this 
war started. 

Mr. Roosrve tr. The trouble with that is that at the same time when 
the Korean war started, we increased tremendously appropriations 
and authorizations for the Department of Defense. 

General Srewarr. It is an indication that the Korean war is cer 
tainly affecting the shipments to MDAP. 

Mr. Roosevetr. I think this brings out that if you add up the total 
of our defense appropriations and our MDAP appropriations, and 
the Congress then gave you a total to come up with on an annual basis, 
somebody has fallen down somewhere because the total delivered was 
not equal to what we told you to produce and deliver. 

Now, you have suffered because the milit: ury—probably the failure 
has come for a lot of reasons—but they have taken it from you and 
put it in to fill the gaps in deliveries of their Korean and other defense 
requirements. 

General Stewart. Yes, sir. I would just like to make it clear that 
I do not think I said that Korea was the only thing that kept me from 
making deliveries. I said that that certainly was a factor. 

Mrs. Ketuiy. I would like to know if it is possible to tell us how 
much had to be renegotiated of this material not delivered, due to 
faulty contracts? 

General Srewarr. I will try to get that information for you. 

(The information requested is as follows:) 


The specific information requested is not available in the Department of 
Defense. To obtain the information would require extensive research by all field 
procurement agencies in the United States. There are approximately 400 such 
agencies in the Army alone. 

The reason this information is not readily available is because the Mutual 
Security Act of 1951, as amended, specified that MDAP procurement be coordi- 
nated and integrated with regular service procurement. We do not procure mate- 
rials in the MDAP program by means of separate contracts, but rather MDAP 
materials are bought by means of the same contract that buys the same item for 
the services, as for example, contract No. DA 30-115 Ord 22 with American Loco- 
motive Co. for M47 tanks. Within the scope of this contract we are buying tanks 
for the Army, the Marine Corps and the MDAP. The accounting of funds is 
accomplished by citing in the contract the appropriate accounting classification. 
In other words, each of the three types and amounts of funds (Army, Marine 
Corps, and MDAP) are cited in the contract. 

Concerning deliveries, there are cases where equipment has not been delivered 
on schedule due to faulty contracts, that is, the contract did not set forth a realis- 
tic delivery schedule. It must be assumed that the schedule as originally agreed 
to by the contracting parties and written into the contract was the best thinking 
and planning at the time of execution of the contract. Many reasons can con- 
tribute to slippage of deliveries, such as failure of the Government to supply 
prints and specifications, deliver Government-owned machine tools, equipment, 
and special tooling or furnishing Government free-issue materials on time; there 
is also the matter of Government allocation of major components and assemblies. 
A general steel strike, strikes in the contrattor’s or subcontractor’s plants and 
acts of God can cause slippage as can engineering and design changes. All these 
factors and many more are reasons for delay in delivery for which the contractor 
cannot be held responsible. There are also reasons for changing contract delivery 
schedules. To what extent contracts have been so changed would, as stated 
above, require research by each of the field procuring agencies of the three 
services. 
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Mr. Provry. Is it not a fact that from the time MAAG first starts 
its screening projects, which you say takes a year, and that another 
year or two is required before actual delivery is made—in other words, 
you have a 2- or 3-year delay there right from the start. 

If we could reduce the screening process by any degree, that would 
be a definite gain; would it not? 

General Srewart. The screening process prior to coming to Con- 
gress does not delay deliveries, of course. The refinement of the pro- 
gram, after you have told us how much money we may use, is about 
a 3-month job. That would be the only thing that would really af- 
fect the delivery because the other is all before the fact, before we 
get the money. 

We are trying in every way we can to speed these cycles up, but 
we do not get into obligating these funds until about December, in 
spite of all we can do. 

Mr. Merrow. Are you able to tell us, General, whether the percent- 
age of performance in deliveries for our own defense is similar to 
this, in MDAP? 

In other words, what percentage have we delivered in our own 
defense ? 

General Srewarr. I do not know, sir. In my present assignment, 
I am concerned solely with MDAP. 

Mr. Fuuron. There are prior strategic priorities that go to about 
6 or 8 categories, including the mutual security program. 

Would you please set those various strategic categories up for us 
on percentage of deliveries ? 

lor example, there is Korea, Indochina, Europe, and the various 
elements of the strategic groups that you have. Could you supply us 
with data showing the percentage of deliveries in each ? 

General Srewart. I can certainly do it for the MDAP program. 
Whether I can do it for the services and deliveries to Korea, I do not 
know. Itisveryinvolved. I have my part of it. 

Mr. Fuiron. Would you request that for us? 

General Stewart. Yes, sir. I will show you exactly what I have 
delivered in items or in money to any country in the world. 

Mr. Woop. I want to make a confession of error on an answer to a 
technical question you asked, Mr. Chairman, and Mr. Vorys. 

I am informed that actually, when a gun is diverted to Korea, 
there is not deobligation of MDAP funds, there has to be a reobliga- 
tion of those funds so that the MDAP gun can be delivered at a later 
time. 

I was in error on that. 

Mr. Merrow. I hope we can get the figures on those strategic ma- 
terials and the percentages. 

Mr. Vorys. Your information shows that your obligations were 
$122 million less in January 1953 than they were in December 1952? 

General Srawarr. Yes, sir. 

Mr. Vorys. It may be that break in the line on your chart is in- 
tended to show that, but it would indicate that all of your obligations 
were less in January 1953 than in December 1952. 

Now, if you say you have been getting this stuff ready for everybody 
else in town, I would think that the executive branches and others 
would want to know the same thing we want to know. 
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General Srewart. I can tell you why it dropped off in January 
of this year, sir. I am not sure I can keep it exactly straight, techni- 
cally, but I can give you a layman’s reason why it did. 

There was certain ammunition in the Army that was obligated in 
the United States and in the fall of last year, there was a desire to buy 
as much of that ammunition in Europe as possible. 

We were required to deobligate—and the Army had to pick it up 
from their own funds, you see, those funds, and then reobligate them 
in Europe. 

That was the major cause for that failure. There was a net obliga- 
tion of that month from which we had to subtract that and I believe 
there were a couple of other items like that. 

That caused a terrific lot of trouble in explaining it and I think 
we have several books on why that happened. The major factor in 
the Army was a case of taking something that was in a contract in 
the United States and going through the bookkeeping to allow the 
Army to take over that for their own use and for us to get the money 
to put it in Europe. 

There were things like that that caused it. 

Mr. Vorys. If you say you saved $122 million by buying in Europe, 
if that is what that meant—I am tickled to get to see deobligation, 
there. 

General Srewart. No, it did not mean that. 

It did not mean that at all. It simply meant we took the money out 
of the obligation and put it in Europe and that showed a bookkeeping 
decrease. 

Chairman Cuiprrrietp. Have you any more charts you want to 
explain? 

General Stewart. I would like to get into 1954, here, sir. 

(A chart was shown entitled “The Mutual Security Program, Fiscal 
Year 1954 Budget Request” as follows: ) 


THE MUTUAL SECURITY PROGRAM 
FY 1954 BUDGET REQUESTS” 


(BILLIONS OF DOLLARS) 


9 JAN 1953 
BUDGET CURRENT 
MESSAGE REQUEST 
MILITARY ASSISTANCE PROGRAM_____ _ $5. 496 4.024 
MATERIEL & TRAINING PROGRAMS___._5.235_____3.713 


Giles Ji ei aie be oa ll ML slee 
(INFRASTRUCTURE, FACILITIES ASSISTANCE, 
ADMINISTRATION, ETC.) 


YEXcLUDES LOCAL CURRENCY 
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General Stewart. This is simply a comparison of the military por- 
tion of the budget submitted in January and the one we are now 
submitting. That question was asked a number of times and there is 
the answer, sir, ater as my portion of it goes. 

This, of course, shows the distribution. 

That is it. 

Mr. Roosrvett. Can we have a copy of that chart? 

General Srewart. Yes, sir. This is a totally unclassified chart. 

Mr. Roosevert. Can you also give us a break-down of what this 
means in terms of the three categories, of aircraft, division strength 
and naval strength ? 

General Srewart. Yes. 

Mr. Roosrvert. There is $1.7 billion out of Europe. 

What did they eliminate? 

General Stewart. I would like to explain this calculation went 
up and down and we finally got a figure, after all our submissions and 
substantiations. 

I can tell you exactly what happened—I am not trying to say that 
the President or anybody like that took a unit out, they did not do 
that. We had to do it in the end. 

Mr. Roosrvert. I think Mr. Stassen and Mr. Humphrey had 
good deal to do with it. 

General Srewarr. The difference between the major elements in 
these 2 budgets is a decrease of 224 Infantry divisions. 

Mr. Roosrvetr. In Western Europe? 

General Stewart. Yes, sir. 

(Discussion off the record.) 

Mr. Roosrvert. Where did those aircraft get cut out, mostly in 
Europe, too? 

General Srewarr. I do not know. I have not got that. I can get 
it, but 1 do not happen to have it in that particular form. 

Mrs. Ketry. Would the gentleman yield? 

Mr. Roosrvert. Yes. 

Mrs. Ketxy. This is in line with what General Bradley told us on 
Thursday. On April 29 they were directed to bring their program 
within the 5.8 requested. He then had to readjust their estimates and 
cut it about 15 percent across the board, is that correct? 

General Stewart. That is true. 

Mrs, Kerzy. And you cannot fill it in at this point because you do 
not know where you are going to disburse it? 

Am I right? 

General Stewart. I think I can tell you from whose program those 
aircraft came. I do not have it in front of me at this moment, but I 
think I can find it. Itisacomparison. I did not have it broken down 
that far. 

I have the comparison between this recommendation and the recom- 
mendation for these new forces. 

It also involved a delay until future funding, in the buildup of our 
ammunition reserve. 

Now, we are funded as I told you, for the forces programed up 
through fiscal year 1953. 

In some cases, we are a little high, now. 
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We had hoped this next year to raise that not only for the previous 
units, but for the unit we are bringing in, if we bring any in this year. 
We have now had to lower our sights, so that was another effect it hs ad 
on it. 

Mr. Roosevett. Is that a safe military position ? 

General Stewart. Well, it is a better position than we have been in 
so far. 

Mr. Roosevert. That is not the question. 

General Srewart. No, sir. I think less in Europe is a very un- 
happy position. 

Mr. Roosrvetr. Certainly General Ridgway gave me that feeling 
when I talked to him in January. He was screaming. 

General Srewart. I once had the privilege of running out of am- 
munition at a place where it was not very pleasant to run out. I be- 
lieve in ammunition. 

( Discussion off the record.) 

Mr. Harrison. And we are extending it further into the future? 

General Srewarr. A year ago there was quite a difference of 
opinion and two schools of thought. 

Should the money available be used to increase the forces with just 
initial equipment and bare ammunition, or should we back this up 
with ammunition ? 

(Discussion off the record.) 

General Srewarr. We have a relatively small amount of 
ammunition. 

I am not trying to evade your question, Mrs. Kelly. That is a 
very difficult thing to establish as of a given date. 

Mr. Vorys. Do those fellows over there make any ammunition? 

General Srewarr. Yes, sir. The ammunition I am talking about 
is for the United States furnished weapon. I am not responsible 
for their own weapons. 

Mr. Vorys. Here in your chart, it shows ammunition as low man 
on the totem pole of major items shipped. It looks like less than 20 
percent of what your goals were for fiscal year 1953. 

I should think that they would have a little ammunition around 
over there in Europe someplace after this many years since the war. 

General Srewarr. These are the worksheets used in developing 
what the other country has and what we are going to furnish. 

General Srewarr. Our MAAG’s get a lot of information there that 
the countries will civ e to no one else, inc luding the international staff. 
From that information we can, in some types, tell you something 
about what the other country has. But they do not put that out. 
They do not come out and let the other man know how much am- 
munition they have in their stocks. 

(Discussion off the record.) 

General Srewart. From that, I can give you certain indications on 
certain types of specific countries of what they have themselves, but 
not an overall picture. That is one of their military secrets. 

Mr. Vorys. Do you mean to say, for instance, that General Ridg- 
way, the head of NATO, does not ‘know what the ammunition reserve 
of France is? 

General Srewart. I could not say what General Ridgway knows. 
It is my understanding that they have not made that detailed infor- 
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mation available to any international group. That is my 
understanding. 

Now, when General Ridgway comes here, he may tell you something 
else, I do not know. 

Mr. Fuuron. What other secrets are they holding back ? 

General Stewart. They are not holding them back from us, sir. 
They do not want the other people to know. They will tell our 
MAAG’s almost anything. But, they are not going to let the man 
next door know. 

Mr. Bentirey. You have told us what the decrease between the 
budget message of January 9, and the current request is in Europe. 

Can you tell us what the increase in Asia and the Pacifie will 
represent ¢ 

General Stewart. Yes, sir, I have it all right here. ‘(A table was 
shown entitled “MDAP, o_o of fiscal year 1950-53, and pro- 
posed fiscal year 1954 materiel and training programs, planned fund 
utilization by military department,” as follows :) 


MDAP—Comparison of fiscal year 1950-538 and proposed fiscal year 1954 materiel 
and training programs—Planned fund utilization by Military Department 


[Percent] 





al year | Proposed 
53 pro- fiscal year 
grams 1954 program 





100 0 100.0 


ry 
a 2.7 


33. 6 





General Stewart. This compares the funds as aus were broken 
down in previous programs. This is the army, navy, and air force 
in other countries. I never talk of United States forces. 

(Discussion off the record.) 

(A table was shown entitled, “MDAP Comparison, Fiscal Year 
1950-53 and Proposed Fiscal Year 1954 Materiel and Training Pro- 
grams, Planned Fund Utilization by Area,” as follows :) 


MDAP—Comparison of fiscal year 1950-58 and proposed fiscal year 1954 materiel 
and training programs—Planned fund utilization by area 


[Percent] 


| Fiseal year Proposed 
1950-43 pro- year 1954 
grams program 

| 


eaoeendpreeasicnincnsteacaall onsite 





eebirsieihe sls phos Less 100.0 | 100. 0 


Europe... Lelbaekawes . ; 9.8 62.0 
Near East and Africa.._____- ” = ae .5 | 10. 6 
Asia and Pacific cana il : ; 2 | 26.9 
RAI Dass. hie cn dncecntis-~<s ih ¥ 7 d .5 





Giants) Srewart. In previous funds, the accumulation of the 4 
years, 79.8 percent of all the fund for materiel = training has been 
programed against European requirements, 8.5 percent has been 
against Middle East requirements, 11.2 percent against Far East re- 
quirements, and 0.5 percent against Latin America. 
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Mr. Fuuron. That does not add up to 100, though. 

Mr. Woon. It is 99.9. 

Mr. Roosrverr. General, while you are on that chart, I see an 
increase in Asia and the Pacific from 11.2 to 26.9, and I saw in your 
first basic chart an increase in the Far East from $808 million to 
slightly over $1,082 million. 

What does that difference represent in terms of equipment? 

General Stewart. I cannot give it to you in equipment or specific 
unit, but I am confident most of it is in Indochina. Some of it is in 
Formosa. 

This is the proposed geographical distribution, compared with 
previous ones. 

(A classified chart was shown entitled “MDAP, Fiscal Year 1954 
Major Items-Proposed Program, Europe.”) 

General Stewart. This is a sampling of the type of items we will 
buy with such funds as may be made available, and the quantities 
contained in the programs as they now stand. 

It is simply an effort to show you how we will spend such funds 
as you may make available. 

I will read off some of them if you would like. 

(Discussion off the record.) 

Mr. Vorys. For the new program we are to furnish more than we 
have ever had in our program before; is that not right ? 

General Stewart. I will have to refer to a previous chart. 

Mr. Vorys. In the 1953 program it says 6,767. 

General Stewart. Yes, sir. 

Mr. Vorys. Is this on top of that? 

General Stewart. Yes, sir. This is what we intend to do with any 
funds made available in fiscal year 1954. This is all in addition to 
anything in previous programs. 

Mr. Vorys. Are those to go to the EDC countries? 

General Stewart. They go everywhere, but as we get to the indi- 
vidual countries, I can tell you what goes to the individual countries. 

Mr. Fuuron. Does that mean you are supplying heavy bombers 
to the Navy for these countries and not to the Air Force? 

General Stewart. No, sir. That is an antisubmarine-type ship. 
I do not know the exact size of those ships, but it is a naval craft that 
drops depth charges on a submarine. 

Mr. Rooseveur. These figures include our offshore procurement! 

General Stewart. Yes, sir. 

I would like to stop long enough to make that point clear because 
that gets mixed up all the time. 

When we come up with this deficiency list and we go out to get it, 
offshore procurement is just that portion of that list that we buy out- 
side of the United States. It is not in addition to the deficiency list, 
at all. That has been misunderstood in a lot of places. 

They take my money to do it and I get very sensitive about it. 

(A classified chart was shown entitled “MDAP, Fiscal Year 1954 
Proposed Program, Europe.”) 

General Stewart. This shows what we hope to do with the funds 
requested. 

These are our objectives. 

I would like to point out that this division figure is not new divi- 
sions; this is the previous plus what we have this year. 
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In the Army, our forces we want to support are the deficiencies of 
divisions previously brought into being and those scheduled for this 
year. 

(Discussion off the record.) 

Mr. Fuuron. What size manpower in those divisions? 

Mr. Roosrvett. May I finish the first question ¢ 

General Srewarr. Now, this 1954 program—— 

Mrs. Ketxy. That is up to 1954¢ 

General Srewart. That is through 1953. 

(Discussion off the record.) 

General Stewart. This case in the case of Europe, we are asking 
only to continue to supply spare parts, maintain a few replacements 
and ammunition for those, but to give the initial equipment for some 
ammunition to three more divisions. 

Mr. Furron. May I ask about size, whether you are talking about 
European divisions or our divisions? 

General Stewart. I am not speaking only of Europe. 

Mr. Furron. Are they our-size divisions in manpower, or Euro- 
pean-size divisions ¢ 

General Srewart. They vary in each country, sir. 

Mr. Fuuron. What are you speaking of ? 

Mr. Vorys. European divisions. 

General Srewarr. European divisions. 

Mr. Fuuron. How many men? 

General Stewart. Well, the French have practically as many as we 
do. The Italians have less. They vary in every country. 

The divisions vary in every country. You do not have to have divi- 
sions like ours. If we think it is militarily all right, it is their country 
and we do not change them. 

Mr. Vorys. You had 40 divisions fully equipped at the turn of the 
year? 

(Discussion off the record.) 

General Srewart. Now we are getting on a different subject. 

This chart was an effort to show how close the NATO nations had 
come to reaching the goal agreed to at Lisbon. It is a different thing 
than what I have been talking about entirely. 

I have been talking about MDAP, and supplies. 

I would like to point that out because it was misunderstood before: 
The red bar includes the blue. There are not two bars. 

(Discussion off the record. ) 

Mr. Vorys. We say, “Well, fine. You can go ahead and finish it up 
with what you have on hand.” 

Then, you come in and say, “Well, they are not ready at all, really, 
we did not mean they were ready to fight; we have to supply them with 
ammunition and everything else.” 

Now, this is very much in point in your justifying any additional 
authorizations. 

I want to congratulate you on the success you have had with the $4 
billion. I think you can do just as well with the money that you have 
on hand. 

Mr. Roosrvett. Mr. Chairman, may I point out that there still are 
something like 175 Russian satellite divisions opposed to this force. 
This is what really worries a lot of us at this end of the table. 
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Mr. Fuuron. And the chart would seem to demonstrate that the 
organization has gone well and approximated the goals, and likewise 
adequately seems to demonstrate that the supply has not met the goals. 

Mr. Javrrs. Will the gentleman yield for a minute ? 

We have not as yet heard the answer from General Stewart. 

Would you be good enough to answer Mr. Vory’s question ? 

General Srewarr. Yes. 

There are a number of things that you have to add to a division if 
you expect it to remain combat effective for any length of time. If 
you give it its initial equipment and train it, you say the division is 
combat effective. 

But, when you get to fighting that division, you have to have: (1) 
A lot of ammunition in back of it. That is one thing we are trying to 
get; (2) you have to have back of it numerous types of support units 
Whenever a division is in combat, unless it is in a very lightly held 
area, the corps and the Army put back of it additional artillery. If it 
is going on an offensive mission, they give it 1 and sometimes 2 addi- 
tional tank battalions. 

If it gets a lot of tanks and a lot of guns, they stick up an ordnance 
battalion in back of it. 

Now, the concept at this last annual review was an improvement in 
quality. What remains in the funds already available is to equip some 
of these support units, to build up the ammunition that we have not 
delivered. We have it funded but we have not delivered it, to main- 
tain the spare parts. 

And, a lot of that is in aircraft and ships and not just in divisions. 

That is the question. I think in detail, we can show you where 
every nickel of this goes and justify it. 

However, it is an overwhelming proposition when you put it as 
you put it. 

There is one other factor I would like to point out: Initially, these 
divisions that we started to support had some equipment and we were 
filling out. They were in existence and we were contributing to fill- 
ing out. 

As you got further along and you did not have, let us say, the fac- 
tory building to start, and - just put a piece of machinery in, you had 
to start building the whole thing and it becomes more ‘costly and it 
takes more of our help to bring ‘these additional things in at a later 
stage than it did in the original one where we filled out what they 
already had. 

Mr. Javrrs. Will the gentleman yield at that point for a question? 

General, in that interim from 1950 to 1952, was there any change 
in the definition of combat readiness made by NATO so that you 
were dealing with a different standard of performance when you 
started than when you ended? 

General Srewart. I am not in possession of any factual informa- 
tion. From general knowledge, I know that when we first started 
there was no standard of readiness. Such a standard has been devel- 
oped in General Ridgway’s headquarters. 

I do not know exactly when it was agreed on. 

Mr. Javrrs. So, you were accepting the other fellow’s standard in 
1949 and 1950? 

General Srewart. I am sure that is right, but I have not got that 
factual information. 
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(Discussion off the record.) 

Mr. Javyrrs. As I understand it, this is authoritative. Colonel 
Hauck is the representative of NATO? 

General Stewart. I have been handed a correction on a statement 
I made. 

General Ridgway is fully informed and will discuss this subject as 
to the ammunition that he has. 

When I mentioned “international staff,” I actually myself was 
thinking of the NATO organization and not General Ridgway’s head- 
quarters. 

Mr. Bentiey. General, can you give us a country breakdown on that 
last chart in divisions? 

Mr. Roosrvetr. Could he get a chance to read the whole chart to us? 

Mr. Vorys. We are only on No. 1. 

Mr. Bentury. I mean on the chart here, the buildup. 

General Stewart. It is top secret. May I take it off the record? 

Mr. Vorys. Yes, sir. 

(The then following remarks were not reported. ) 

Mr. Roosrverr. We had a very, very enightening discussion with 
the chief of the Russian and Eastern European desk in the State 
Department. 

He gave us an outline, it seemed to me, of the facts of the case, none 
of which was secret or that could be of particular value, but which 
in educating the American people and our friends around the world 
on the continuation of the Russian threat in view of this peace offensive 
would be invaluable. 

And yet we went out of here and we could not even talk to our staff 
about it so they would understand a little better how to handle our 
mail when we were asked about this peace offensive. 

I think that somewhere along the line this committee ought to de- 
vise a technique whereby we can do some educating of the American 
public without being hamstrung all the time by this secret informa- 
tion. 

Mr. Harrison. General Ridgway more than a year ago recom- 
mended that this sort of information be released to the American peo- 
ple. It has never been acted on, and it is perfectly fantastic to say 
that stuff that is repeated time and again in newspapers is any secret 
to the enemy. It is only a secret to the American people. 

Mr. Furron. It is being handled unofficially through “informed 
channels” and it makes the Congressmen and Congresswomen look 
very uninformed. 

Mr. Jupp. Attlee gets up and says there is not anything to worry 
about, but we cannot get up and tell them there is something to worry 
about. 

Mr. Roosrveit. That is correct. That speech of Attlee’s yesterday 
in my opinion was one of the most damaging speeches toward the 
holocaust of the free world and yet we cannot say a single word about 
it here. 

Mr. Jupp. He takes the Communist line that if we are not willing to 
sell out our principles and allies, that we are warmongers and we can- 
not refute it. 

Mr. Vorys. Let my give you gentlemen two examples of this: 
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In 1947, in December, we had a bill called interim aid. I was help- 
ing to get it to the floor and I said, “Now interim aid is not going to 
pass unless we can give some idea of the Russian threat.” 

I proposed that we would put in our report some statement by 
Hanson Baldwin, or some civilian expert. I said, “You just indicate 
to us which statement is one that can be relied upon. We won’t say 
that we got the verification from you.” 

We horsed around on that and the one thing the committee was 
determined on was that we were going to give them some idea of 
what the Soviet threat amounted to. 

After 2 days of horsing around, the Army came up and released 
figures. I can remember them because they have been secret ever since 
then. 

Now, in 1949 General Bradley made in a closed session—and it 
was released by the Pentagon—an analysis of what the NATO forces 
were to be. Five points. I used part of it in interrogating him the 
other day. The most brilliant short statement I have ever seen. 
And, we used that in 1949. , 

We could not use General Bradley’s testimony in 1950, so we quoted 
what he said in 1949 and we had to go around Robin Hood’s barn to 
get out from the man who ought to know, what NATO is supposed 
to be about, militarily. 


Now, it seems quite clear that this committee is going to attempt 


to present to the floor in some way or other, what the threat is and 
what sort of forces are in opposition. 

We are not going to disclose any military secrets, but we may do 
some clipping from newspapers and that sort of thing and we will 
give our comments as to what we think about a cloak of secrecy. 


We will not indicate that these are accurate. We are going to 
have this in some form or other. 

Mr. Jupp. We can say we read it in the paper and it has not been 
refuted. 

Mrs. Ketiy. General Eisenhower may want us to do this. 

Why do you not take it up with him. He had to meet these diffi- 
culties over there as a general. 

Mr. Harrison. General Ridgway recommended it more than a 
year ago, officially. 

Mr. Woop. May I say, Mr. Chairman, we will make an earnest 
endeavor to declassify everything possible because I think to a greater 
extent than before we realize this problem. 

Mr. Merchant, by the way, has just said to me that he will urgently 
take a look at this testimony to which Mr. Roosevelt referred and, 
if at all possible, will make all or part of that available. 

Is that correct, Mr. Merchant ? 

Mr. Mercnant. Yes. 

Mr. Roosrvetr. Mr. Chairman, may I suggest that there are various 
ways to handle it. Maybe this should not be the official testimony 
of a representative of the intelligence service in the State Depart- 
ment, or the intelligence bureau desk. 

Maybe one of this committee should be authorized to make a 1-hour 
speech on the floor and, without attributing his information to any 
particular source, just simply give it as his estimate of the situation. 
But, as a member of the Foreign Affairs Committee, it will carry 
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weight with the American people and with the people of Great Britain 
who are being fed this phony line by Attlee and the rest of them. 

There are many ways to handle it, but nobody is doing any exploring 
on it. That is what bothers me. 

Mr. Vorys. Proceed, General Stewart. 

Mr. Futon. A year or two ago, somebody was here in secret ses- 
sion giving us figures of that type and we had the same figures in the 
New York Times on the table that \ ery morning. 

General Stewart. I assure you that the classification of this in- 
formation is not an individual thing when something is classified. I 
have become terrified to talk to anybody but my office staff because 
I never know whether I read it in the paper or in a “top secret” 
document. 

If [say anything at the wrong time, I can get hung. 

This chart was made up to give you the objectives we seek to reach 
with the funds requested. 

We finished divisions and army. [Reading:] 

Remaining unit equipment for selecting supporting units for the above divisions. 


Certain training functions which I will be glad to show you later on, 
if you wish to see it. For the first time this appears in a program: 
“Replacement of peacetime attrition losses.” 

One year’s training ammunition, and combat reserve for all our 
type of weapons and when we begin to put in these additional units 
that requires more ammunition in. [Reading:] 

The Navy, to put in electronic, engineering, ordnance and mine-sweeping 
material for modernization of existing country vessels. 

Antisubmarine, antimine, and harbor-defense equipment. 

(Discussion off the record.) 

(A classified chart was shown entitled “MDAP Programing Objec- 
tive, Europe.”’) 

General Stewart. This is in the broadest terms for Europe alone. 

(Discussion off the record.) 

Mr. Jupp. Well, it amounts to 15- or 16-percent increase. 

General Srewarr. I assure you there is no discrepancy in these 
figures that cannot, when you get down and look at them, be explained. 
From the time I go home to the time I come back in the morning, they 
are trying to explain them to me. It is such an involved matter. 

Mr. Vorys. It says, “Proposed fiscal year 1954 program.” 

(Discussion off the record.) 

General Stewart. I wish it were that simple. Now, in the first 
place, this chart here refers to the 154 major items “Proposed program, 
Europe.” 

Mr. Jupp. We are just talking about aircraft in the last column. 

Mrs. Kexiy. It says “Army, Navy, and Air Force.” 

Mr. Jupp. Army is divisions and Navy is ships. 

Mrs. Kexiy. Where is the difmance! 

Mr. Jupp. I do not know. 

Mrs. Kexty. If you say it is assigned to Yugoslavia, I will walk out. 

(Discussion off the record. ) 

Mrs. Keity. I want to subtract one from the other because that is 
your difference. One is the NATO countries and one is the overall. 
The only one who is not in NATO is Yugoslavia and that country 
must be getting the difference. 





346 MUTUAL SECURITY ACT EXTENSION 


Mr. Roosreveitr. Walk out, Edna. 

( Discussion off the record.) 

Mr. Furron. When you have the total Air Force for Europe on this 
chart that is on the stand, and then when you are showing the other 
chart, the MDAP chart for Europe that breaks down the major items. 

(Diseussion off the record.) 

Mr. Roosrvetr. But you have not got Yugoslavia and Spain in 
there. 

Mr. Fuuron. Here is the total that you see on the chart to the right 
which is less than the breakdown of the item which Mrs. Kelly pointed 
out. 

Mr. Roosrvett. It says, “Excludes Yugoslavia and Spain.” 

Mrs. Kerry. If you subtract you get the difference. 

Mr. Jupp. If he lets us say it and he does not refute it, then we 
know it is true. 

Mr. Fuuron. I think there may be some change of figures rather 
than the result that you are inferring. I think “the figures may be 
wrong, rather than just as you are saying it. 

( Discussion off the record. ) 

Mrs. Ketxy. This is your 1954. This is not 1953. 

Mr. Fuuron. I believe there were only 20-some in last year and this 
chart could not look right on that explanation. 

Mr. Vorys (presiding). Are you ready to explain the discrepancy, 
if any, or the difference between the total, or do you wish to, now! 

General Stewart. I would be very glad to try. 

( Discussion off the record. ) 

Mr. Jupp. Offhand, approximately how many F-86’s are there in 
Korea today ¢ 

General Srewart. I have not the slightest idea, sir. I will find out. 

(Discussion off the record. ) 

Mrs. Ketiy. What is the difference between an 84 and an 86? 

General Srewart. The 86 is a later model. 

Mrs. Kexry. It is still a jet. 

General Srewarr. Yes. 

Mr. Funron. May I add your figures for you? 

General Srewart. I was in the last section in mathematics for 4 
years. 

Mr. Fuuron. I decided to be a Congressman instead of a math 
teacher. 

If you will look at your chart to the left, you will find the total 
of those figures in the 1954 proposed program for aircraft, is a total 
of 1,566 items. 

Mr. Jupp. The Navy is not included in the other chart. 

( Diseussion off the record.) 

Mr. Furor. Now will you take out what the Navy figure is, and 
show us those two figures correlated. 

General Stewart. The Navy is not in there. 

Mr. Jupp. That is all Air Force stuff. The Navy people have a dif- 
ferent item. 

Mr. Roosrvett. In other words, under “Navy (ships)” they should 
have had another column “Navy (aircraft)” and then you would 
be happy. 
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Mr. Futron. Do you substract the Navy figure completely then on 
that chart to the left? Is that what you do? 

Mr. Vorys (presiding). I have been reminded to look at the clock. 
This team is due in the Senate at 2 o’clock. 

Mr. Woop. We are scheduled tomorrow morning and Friday morn- 
ing in this committee. 

General Stewart. I would like to get this all straightened out with 

you. 
’ Mr. Woop. May I make a suggestion, Mr. Chairman, that General 
Stewart, who will have the privilege of appearing before you on 
several occasions in the future, set his staff to work on reconciling 
these figures and at the outset. of our next session with you which is 
presently scheduled for 10:30 tomorrow morning, that General 
Stewart present the reconciliation. Knowing the Defense Depart- 
ment, I am sure it can be made. 

(Dise ussion off the record.) 

Mr. Woop. Mr. Chairman, could I ask one question of the com- 
mittee? We have, as you have seen, testified in considerable detail on 
matters some of which were top secret. Last year you gave us the 
privilege of indicating which items ought to be removed from the 
published record before it was published. I just wish to have the 
ateinean of the committee to do that again this year. It seems to 
me it is more useful to you to have us talk freely and subsequently 
edit the record rather than all the time saying, “Let’s take that off 
the record.” Is that agreeable to the committee ? 

Mr. Vorys (presiding). Surely. 

Chairman Curperrrenp. We will meet again at 10:30 tomorrow 
morning with the same witnesses and we hope everybody will be here 
on time. 

(Whereupon, at 1:25 p. m., the committee adjourned to reconvene 
at 10: 30 a.m., Thursday, May 14, 1953.) 


33064— 








MUTUAL SECURITY ACT EXTENSION 


THURSDAY, MAY 14, 1953 


Hovusr oF REPRESENTATIVES, 
COMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C. 
The committee met in executive session, pursuant to call in room 
(i-3, United States Capitol, at 10:40 a. m., Hon. Robert B. Chiper- 
field, chairman, presiding. 
Chairman CrireerFieLp. The committee will come to order. 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, DIRECTOR, OFFICE 
OF MILITARY ASSISTANCE, DEPARTMENT OF DEFENSE 


Chairman Curperrietp. General, you may proceed in any way you 
wish. 

General Stewart. I have started out to briefly give you a recapitu- 
lation on What we had done and planned to do with those funds pre- 
viously appropriated and had gotten into the part of giving you the 
broad outhne and not the detailed country statement of what we ex- 
pected to do in Europe with the funds we are requesting. 

At the end of the hearings we were in a discussion relating to the 
addition of some figures. I have that straight, and I am glad to report 
that the only mistake in my figure is when I added in Spain, which 
did not show on the chart, I did not have the correct figure. They were 
correct on the chart. 

The question here was of the total number of aircraft. I believe 
there was some confusion in adding in the naval aireraft here which 
come under the Navy program, and the Navy aircraft are not repro- 
duced on this chart. ‘That was one source of confusion. 

The totals that created the discussion was the total here, plus the 
1952, as compared with this total on the other chart as shown here 
| indicating }. 

These are the items that we planned to procure with 1954 funds for 
Kurope. I can straighten that misunderstanding out. 

You will notice that on this chart we excluded Yugoslavia and 
Spain. 

( Discussion off the record.) 

General Stewart. I would like to proceed with the rest of it from 
there, if everybody is satisfied with that. 

Chairman Currrerriretp. Mrs. Bolton and Mr. Vorys just came in. 
Would you please go over that point again. 

General Stewart. As you will recall, yesterday there was a discus- 
sion about our addition. 

( Discussion off the record.) 
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General Srewarr. When we tried to explain it, we got somewhat 
confused. 

(Discussion off the record.) 

Mr. Vorys. Now, you will have to do it again when Mr. Fulton 
comes. 

(A chart was referred to entitled “Comparison of Fund Utilization, 
Previous MDAP Versus Proposed Fiscal Year 1954 Legislation, Eu- 
rope,” as follows :) 

DEPARTMENT OF DEFENSE 
MUTUAL DEFENSE ASSISTANCE PROGRAM 
COMPARISON OF FUND UTILIZATION 
PREVIOUS MDAP VS PROPOSED FY 1954 LEGISLATION 
EUROPE 


Billions of Dollars 


Oo 
SHIPPED j 
VESSELS AND fa gs 
VESSEL EQUIPMENT 
Previous MDA Programs Proposed FY 1954 MSP 
AIRCRAFT AND : & 
AERONAUTICAL EQUIPMENT : : 


ELECTRONICS AND 
SIGNAL EQUIPMENT 


TANKS AND 
COMBAT VEHICLES 


MOTOR TRANSPORT 
VEHICLES 


SMALL ARMS AND 
MACHINE GUNS 


ARTILLERY AND 
NAVAL GUNS 


AMMUNITION 


OTHER EQUIPMENT 
AND SUPPLIES 


PRE-PROD. ~ PLANT EXP 


AF GROUND AND 
GENERAL EQUIP. 


ACCESSORIAL CHARGES 


General Srewart. This shows our proposed distribution of the 
funds we are requesting. The green opposite each of the types there 
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shows the use made of funds previously made available for this 
rogram. 

The orange indicates what we we will apply the funds we are re- 
questing for 1954 against. It has no particular significance except 
to show that generally it is the same type of equipment. 

The big items are aircraft and aeronautical equipment, tanks and 
combat vehicles, and ammunition. 

Mr. LeCompre. Mr. Chairman, may I interrupt the general just 
momentarily: How close would that take us to the goal of adequate 
defense that we are trying to set up, or is that within your scope? 

General Srewart. I would like to try to explain it. I cannot give 

you a “Yes” or “No” answer. 
* Chairman Currerrtetp. General, Mr. Vorys raised the question yes- 
terday of how much you have been able to accomplish with the funds 
you have already spent. You explained yesterday about new divisions 
and that we were filling up divisions that were alraady in existence. 
But look at that small bit of or ange on the chart, compared with what 
you have been able to do with what you have already spent. 

General Srewarr. I would like to answer those two questions. 

As for the goals, I think it is important to understand that you have 
« theoretical force that the militar y have estimated is required to meet 
the threat that exists. That is a paper that was prepared by, I believe, 
a standing group several years ago. It is a military requirement as 
estimated “by the proper military “people, and runs into rather astro- 
nomical figures in divisions, aircraft and so forth. 

Now, each year we have tried to build a little bit more on what exists 
toward that final goal. 

(Discussion off the record.) 

General Stewart. The only way I can answer your question is that 
we work from year to year and have yearly force targets for increases. 
The funds we are requesting for 1954 will substantially meet the tar- 
gets for this new block to build on the foundation that exists. 

Mr. LeCompre. That is all right with me. 

General Stewart. Mr. Chairman, I believe on this chart the green 
represents the money in fiscal 1950, 1951, 1952, and 1953. It is not 
force goals at all; it shows how we apply it against vessels, vessel 
equipment, aircraft, electronics, and so forth. 

Mr. Vorys. That green, though, is not money that is expended but 
it is money that is obligated or programed. 

General Srewarr. That is correct, sir. It is not all spent. 

Mr. Vorys. Now, I have been looking for a chart for 3 years which 
has green and orange, progr amed “Dream world and hopes, up to 
now,” and then our dreams for next time, and right on one end of it, 
what they have spent in deliveries—you could put that in red or some- 
thing like that. That is the chart I have been looking for for 3 years. 

General Srewarr. May I produce a chart I have? If I explain the 
chart, I think we at least partially have what you are after. 

Mr. Vorys. Let me ask you this: We have been told or “warned” 
that a big item in the new budget is for ammunition. Well, it looks 
like a very small item in the budget because you have over $2 billion 
worth of ammunition programed. But, according to this, you only 
oer gy around 25 percent of the goal for ammunition, of your goals 
to June. 
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If you had the kind of chart I am thinking of, that ammunition 
one, in billions of dollars, where would that cut in there? 

General Stewart. On ammunition we have just about $2 billion 
already funded in ammunition. That is, you have made the money 
available and we have applied about $2 billion against ammunition. 

Mrs. Boron. You have ordered the ammunition ? 

General Srewarr. Yes. 

Mrs. Bouton. Is it in production? 

General Stewart. Yes. 

Mr. Vorys. And that is only 25 percent of your goal, what you 
expect to obtain. You are only asking for roughly about a quarter 
of a billion dollars for the future? 

General Stewart. For this next year, yes, sir. 

I think this chart partially answered the question you just asked. 

(A classified chart was shown entitled “MDAP, Value of Ship- 
ments by Country, March 31, 1953, Millions of Dollars.”) 

General Srewart. These figures on the left which I read off yester- 
day are the percent of the country program which we have actually 
delivered and the bars represent the value of those things we have de- 
livered. You asked what to do about that portion we have got de- 
livered. The information in the form of country programs and not 
in the form of individual items is shown here. 

In the case of France, we have delivered 40 percent of the French 
program for 4 years. That is, the 1950 to 1953 program. Forty per- 
cent of it has been delivered. Because that is the biggest program, 
we have delivered a great deal to France. 

For each of the countries I have exactly the same information. 

Buried in these detailed books of statistics are the items and the 
value of those items as opposed to the total number of items that 
have been programed and funded. 

Does that help at all, sir? 

Mr. Vorys. How much of a chore would it be, for your orange 
and green chart, to have somebody go through and put on there 
deliveries of arms, vessels, and aircraft, right on those same bars? 

General Stewart. How many we have delivered ? 

Mr. Voryrs. You have it in billions there. Here I have it before 
me in quantities. I say I have but it is your own publication. 

For purposes of comparison, how hard would it be to have some- 
body go through and just mark how much in billions of those things 
have been delivered, so that we could see it all at once? That is 
what I have been looking for for 3 years. 

General Stewart. I can get that on this chart this morning, if I 
send it back, sir. May I stop here and get that started, sir? 

Chairman Curperrietp. Mrs. Bolton. 

Mrs. Bonron. General, why do you have so little orange on that 
chart? Is it because you have not delivered a lot of it or you have 
not got a lot of it? I mean down in the ammunition. 

General Stewart. This isin the European area. From the previous 
funds, the funds that Congress has already made available, we have 
been able to finance—we have not delivered it yet but we have been 
able to finance reserve ammunition for all units up through fiscal 
year 1953. Now that varies a little bit from type to type and some 
of them are above that. 

(Discussion off the record. ) 
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General Srewart. We have a large number of these small-type units 
but a lot of them are shooting units. 

(Discussion off the record.) 

Mrs. Bowron. When do you think you will have the actual ammu- 
nition ¢ 

General Stewart. Our ammunition deliveries have in recent months 
begun to climb, particularly the allocations. 

Before we ship it we have to get our hands on it. Recent alloca- 
tions have been very large, indeed. I doubt if the shipments show up 
in our statistics here. We have every prospect that tremendous 
quantities of ammunition will be shipped in the next 6 months. We 
are also just beginning—and it is a very small beginning—to get our 
receipts from offshore procurement of ammunition. When that starts 
rolling, we will get tremendous quantities of ammunition. 

(Discussion off the record.) 

Mrs. Bouron. Who designates the destination, Korea or Europe? 
And now with this Indochina program which some of us are not so 
enthusiastic about—we think it is a little late, 

(Discussion off the record.) 

General Stewart. We are shipping to them at a tremendous rate 
within their approved program. We are shipping nothing that is 
not on one of these. It isan MDAP program, you see. 

Now who decides where it goes. Most of the ammunition and the 
only ammunition that is giving us any trouble, of course, is for ground 
forces and I would like to tell you how the Army does it. 

Mrs. Bouron. Not in too much detail because I want to get at some- 
thing else. 

General Svewarr. Very briefly, there is a monthly meeting of a 
committee know as the Allocations Committee, Army, which works 
for the Joint Chiefs of Staff. It takes these programs, the require- 
ments of our own forces, the requirements of the United Nations forces 
in Korea, it takes the total assets and it takes the available items at 
that time, and working under priorities established by the President 
which are basically that those who m: iy fight first should be served 
first, we allocate what is available. 

Mrs. Borron. Now, on that basis, what proportion of your program 
has delivery? You say allocation, yes. Allocate what? Actual stuff 
or just paper ? 

General Srewarr. No, ma’am. The allocation that I speak of is 
actual—within 24 hours after that allocation is made a requisition is 
issued by the port of New York, on a depot, to start the shipment. 

Now, the entire mechanics of shipping, making all the records, is 
about 90 days from the day that the allocation committee acts until 
that item actually leaves on a boat. 

Mrs. Boron. Is there any way of speeding that up? 

General Srewarr. We have tried many ways. Actually when you 
get into this vast, tremendous supply system that exists and the rec- 
ords, and the various echelons that have to handle that. 

Mrs. Bouron. That have been handling it? It might be that they 
do not have to be quite so complex, might it not? 

General Srewarr. No one is more impatient than I am but I have 
been involved in that under combat conditions and you do have to 
exercise considerable care or the first thing you know you have a pile 
of stuff there and you do not know what you have got. 





354 MUTUAL SECURITY ACT EXTENSION 


Mrs. Borron. I am sure of that, but I am sure also that you cannot 
shoot paper. It does not kill anybody. Unless it might kill a few 
around here! 

Thank you very much, Mr. Chairman. 

Chairman Currerrteip. Mrs. Kelly. 

Mrs. Kerxiy. Mr. Chairman, did I understand correctly that these 
are the goals we hope to ac shieve with a supply of ammunition? Is 
Mr. Vorys’ request going to be given to us, that the actual deliveries 
are going to be put on that chart ¢ 

Mr. Vorys. That is the rumor. 

Mrs. Keruy. If we get the chart we are all right. 

Mr. Bentiery. General, would you explain the item third from the 
bottom on your orange and green chart. 

General Srewarr. That is concerned with aircraft production, I 
believe, in Europe. 

Mrs. Bouron. Mr. Chairman, may I ask one more question on that 
chart ? 

Chairman Currerrrevp. Surely. 

Mr. Bentiey. Those are prepr oduction plant expansions in Europe? 

General Srewarr. Yes, sir. It happens in this country, too, al- 
though MDAP has borne very little of it. 

Mr. Bentiey. That is going to Europe for preproduction plant 
expansion and construction costs ? 

General Srewarr. Yes. It is for machinery and so forth, and not 
building a factory. 

Mrs. Bouron. Is any of this ammunition atomic? 

General Srewarr. No, ma’am. That is governed entirely by the 
atomic people. This program contains absolutely no atomic ammu- 
nition or weapons. 

Mr. Vorys. I have one other question : Have you any chart any place 
so that you could put onto that one, or to any comparable breakdown, 
showing what our allies and friends have done for themselves ? 

We were told that we pay one-fourth of the expense of the buildup 
in Europe, although of course, we are paying 42 percent of the infra- 
structure. 

It would be extremely interesting to see where the other three- 
fourths that they spent would be added on. I appreciate that prob- 
ably you would have columns where we do not pay anything like the 
“troop pay” account, or uniforms. 

But there must be some equipment like aircraft, maybe electronics, 
motor transport vehicles and small arms where they have furnished 
it themselves. 

General Srewarr. I think I can get you something. I cannot | 
that immediately. I will have to work it up but I think I can 
you something. 


STATEMENT OF HON. D. A. FITZGERALD, DEPUTY TO THE 
DIRECTOR FOR MUTUAL SECURITY 


Mr. FrrzGeravp. Mr. Chairman, I do not know whether you wish 
to interrupt the discussion now to answer Mr. Vorys’ question. 

Chairman Cutrerrievp. I would like to have Mr. Vorys’ question 
answered. 
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Mr. FrrzGreravp. I have some information that does relate to your 
question, sir. 

Mr. Vorys. If the committee approves I would be interested. 

(A classified chart was shown entitled, “Trend of Expenditures 
for Major Materiel, Selected Categories, European NATO Plus 
Germany.”’) 

Mr. FrrzGrraup. My name is D. A. FitzGerald, Deputy to the Di- 
rector for the Mutual Security Agency. 

This chart shows the trend of expenditures for major materiel in 
the Western European countries, NATO, plus Germany. This is 
expenditures, Congressmen. 


STATEMENT OF HON. C. TYLER WOOD, DEPUTY TO THE DIRECTOR 
FOR MUTUAL SECURITY 


Mr. Woop. You have that same chart produced in the chart books 
placed before you if you wish to follow it there. 

Mr. FrrzGerarp. This first section of the chart shows the expendi- 
tures by NATO countries and Germany for aircraft in the last 5 fiscal 
years starting in 1950 at $314 million. 

(Discussion off the record.) 

Mr. FrrzGerap. These are paid in local currencies but we try to 
state them in dollar equivalents. 

Mr. Vorys. Is the top little piece “all others”? It is, “UK, France, 
and all others” ? 

Mr. FrrzGerap. Yes. 

In the case of ammunition, 5 years ago, 1950, the expenditures in 
Europe by Western Europeans was $94 million. 

Transport vehicles, it is from $83 million, It is likely to drop off 
next year. Ships, from $156 million. Combat vehicles, from $44 
million. 

(Discussion off the record.) 

Mr. FirzGeraup. This is major materiel. We do have another chart 
on total European defense expenditures for the same 5 years. We 
can show it either now or later, as you wish. 

Mr. Vorys, Do you have a chart that would show the thing I 
mentioned, what our expenditures have been on the same item. That 
is just exactly what I was asking about and that chart is just one- 
half of the thing I was asking about. 

Is there a chart available? 

Mr. FrrzGeratp. Which combines European expenditures and 
American ¢ 

Mr. Vorys. Yes. 

Mr, FirzGrratp. We do not have a chart on that, sir. 

Mr. Vorys. What these countries are expending for their own de- 
fense is not small, according to that chart. 

Mr. FrrzGeravp. This, of course, is only part of what the Euro- 
peans pay. Major materiel is only a fraction of their total expenses, 

Mr. Vorys. Yes. As I understand it, the big expense and the one 
that is always the saving to us is their expenditure for maintenance 
of their troops, which costs so much when we.do it for Americans. 
That is the big economic argument for this whole program. 

Mr. Futon. May L ask a question on that chart? 

Chairman Cutrerrietp. Mr. Fulton—— 
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Mr. Fu.ron. How much does that production fit into a joint de- 
fense plan? My question would be as to the ship program. First, 
are they combat ships for military services, and secondly, are they 
necessary for a NATO plan or are they made in addition to what 
NATO and SHAPE would schedule ? 

Mr. FrrzGrratp. We will be presenting to this committee, sir, later 
on in the session, a comprehensive story of European defense pro- 
duction, which I think will answer the second part of your question. 

The first part of the question I answer this way, Sir: This antici- 
pates all European production for NATO as well as non-NATO 
contribution. The United Kingdom aircraft program, for example, 
includes the aircraft needed for its non-NATO forces as well as 
for its contribution to NATO. 

Mr. Fuiton. Then, the next question is, What in addition to a joint 
defense of Europe is there? That is what overlapping programs are 
there between these countries? Each country insists on certain pro- 
grams regardless of necessity for a joint defense of Europe. 

Mr. Vorys. Would that not be Egypt, Malaya for Britain, and 
Indochina for France? 

Mr. FrrzGeravp. Mr. Fulton’s question is, To what extent is there 
duplication or lack of integration of country programs in the total 
NATO area? 

Mr. Fuuron. What is the overlapping of this production that is 
actually unnecessary if you looked at it solely as a joint plan for the 
defense of Europe; that is, what countries are insisting on building 
ships anyhow whether they are needed or not in the overall defense 
of Europe; or what countries, for example, are insisting on an atomic- 
bomb program when it is duplication ? 

Mr. FrrzGrravp. There, unquestionably, Congressman, is some of 
that—this is a personal opinion, sir: My own opinion is that it is not 
very large. 

In the case of all of this production, it is tied into General Stewart’s 
program of end-item deliveries from the United States through the 
process of screening which he mentioned to you yesterday by which 
the MAAGS take into account all of this European local production 
in determining what the remaining deficiencies are to adequately equip 
the agreed NATO forces. 

Now, I think there can be—and one of the efforts we will be discuss- 
ing with you when we come to the offshore procurement program, 
sir, will be—more concentrated and more efficient Europeanwide pro- 
duction of equipment for NATO forces, so that each little country 
does not have an airplane industry of its own and does not produce all 
kinds of ammunition and everything else inefficiently. 

Mr. Fuxron. It looks to me like there is a distortion in production. 
For example, I cannot believe that we in the United States with all 
our surplus combat ships need an increase in ship production of 400 
percent when in relation to the ships the combat vehicles in 1954 
projected are only 25 oe in value, or, for example, that we need 
funds for practically double the number of combat ships produced in 
1954 as we need for transport vehicles. In fact, the chart shows a 
reduction in the program of combat vehicles for the next year. For 
example, do we need so many combat ships to protect Europe when 
it is a program of exactly similar size in 1954, with the production 
of ammunition? Note that the cost of production of ships is two- 
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— of the production in 1954 of aircraft for the defense of Europe. 

It looks very well to present increasing and ascending scales on a 
program here. But unless the distortion is pointed out and the pro- 
grams are also checked as to whether these fit requirements for the de- 
fense of Europe, I do not think the overall program is tied in well 
enough. 

Mr. Woop. Mr. Fulton, General Stewart can give you more details 
on this, but the fact is generally that the ships being produced are 
very largely minesweepers and coastal patrol vessels of which we do 
not have a surplus and for which there is a very urgent need, and the 
shipyards of Europe are well equipped insofar as producing these items 
is concerned. 

Mr. Fuuron. Would you say that the need as shown by the chart 
for combat ships is four times the need for combat vehicles such as 
tanks? To me that does not make sense. 

Mr. Woop. No, sir. The point is that the need is urgent for ships, 
and the facilities for producing the particular types of naval vessels 
that are required do exist in Europe and therefore it is economical for 
them to use those facilities for this purpose. 

Mr. Fuuron. Do you not think that for the defense of Europe that 
in the fifth year of the program, a production of combat vehicles for 

1954, compared to ships of four times that amount is completely 
distorted ? 

Mr. Woop. Not if you look at the total productive capacity versus 
requirements of Europe and the United States. The capacity to pro- 
duce ships is considerably greater than the capacity to produce tanks, 
for ex cample. Therefore, it makes sense to use that capacity which 
exists, to the extent it is really needed. I think you will notice, if you 
study the statistics, that we are shipping from this country consid- 
erably more in the way of tanks than we are in the category of ships. 

This points out something very important, Mr. Fulton, which is 
the desirability of looking at the productive capacity and skills and 
ability to produce, of the totality of the members of the alliance and 
to use that productive capacity where it exists in a way which allows 
the most effective contribution wherever that contribution can be 
made, 

Mr. Furron. There is no doubt, from my looking at Europe, that 
the European countries are using facilities for the manufacture of 

cars and vehicles largely for foreign markets. They are producing 
at a tremendous pace on vehicles and things of that type for export. 
That is why there is such a small production of combat vehicles for the 
defense of Europe. 

If you see the number of cars on the European roads for personal 
use, and you will see the reason for the two lower blocks being where 
they are, that is transport vehicles and combat. vehicles. 

Chairman CurrerrieLp. Incidentally, Mr. Fulton, we found those 
missing planes and you can get those figures from the gentleman after 
the meeting because he did explain the. discrepancy. 

Now, General, do you want to proceed ? 

General Srewarr. I am just about through with this overall pic- 
ture of NATO. 

(A classified chart was shown entitled “Department of Defense, 
Statistical Summary, Proposed Fiscal Year 1954 Mutual Defense 
Assistance Program.” ) 
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General Srewarr. This is a summary of some information given 
you. I would like to read for the record those parts that can go in 
under unclassified, sir. 

We are requesting in title I, in the fiscal year 1954 program, a total 
of $2.497.089,.870. 

The proposed distribution of that figure within title I is for pack- 
ing, crating, handling, and transportation, $159,390,000. 

For training, $107,398,700. 

For materiel it is $1,919,797,170. 

The distribution of the materiel figure between the ground forces, 
naval forces, and air forces is as follows: 

The Army, $800,400,000; the Navy, $352,400,000; the Air Force, 
$766,997 ,170. 

The other figures have all, of course, been supplied to each member, 
and, in spite of the efforts of quite a few of us, we cannot yet declassify 
the breakdown by country. 

Chairman Currerrietp. How do you expect us to absorb all those 
figures ¢ 

General Srewarr. You have been given mimeographed copies of 
them. 

Mr. Merrow. Mr. Chairman, you propose to obligate all that money 
during the next fiscal year if it is provided ? 

General Srewarr. We shall certainly do our best. 

Mr. Merrow. And it will be years later before they get the equip- 
ment ? 

General Stewart. Yes, sir. 

Mr. Merrow. And if it goes as slowly as the program has up to date, 
it is going to be considerable time, is it not? 

General Srewarr. Yes, sir. 

Mr. Merrow. Suppose that amount of money is not made avail- 
able. What categories could the cut come out of, do you think? 

General Srewarr. The military judgment on where it comes out is 
given in the form of a recommendation by the Joint Chiefs of Staff 
to the Secretary-of Defense. When we have received from Congress 
an appropriation, if it is more, or if it is less, than that which we are 
requesting, it will be referred by the Secretary of Defense to the Joint 
Chiefs of Staff for their recommendations as to its distribution among 
the three services and among the countries in each of the several titles. 

They recommend to the Secretary of Defense how much will go to 
title I in its breakdown of Ground Forces, Naval Forces, and Air 
Forces, and so forth. 

For me to prejudge that body, I think, would not be very much in 
order. 

Mr. Merrow. If a cut is made in that total amount, then the whole 
planning has got to be revised, has it not? That is what it amounts to? 

General Srewart. As I showed you in that chart on screening, yes- 
terday, when the final sum that will be made available is known, the 
entire process of developing this program will be repeated and it will 
be the final refinement of that program. 

Mr. Merrow. If a cut is made in view of the fact that only 40 percent 
of what we have appropriated or only 3314 percent has been delivered, 
the effect of that would not come until sometime in the future, would 
it not ¢ 

General Stewart. That is right. 
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Mr. Merrow. Thank you, Mr. Chairman. 

Mr. Jupp. I am interested in those overall figures. 

(Discussion off the record. ) 

Chairman Crtrerrie.tp. Mrs. Kelly wants to ask a question. 

Mrs. Ketty. How many military personnel do you have in this 
mission ¢ 

General Srewarr. I will have somebody look it up. 1 have it here. 
It is a very small mission. 

Mrs. Keiiy. Do they wear their uniform in Yugoslavia ? 

General Srewarr. | am sure they do. We do everywhere else. 
They are allowed to wear civilian clothes and then, when there is a 
military formation, they appear in uniform. I really could not say 
whether they wear it habitually or not. 

Mrs. Ketty. Your determination of what they need or will need 
is based on a study survey of your own mission group ¢ 

General Srewarr. Absolutely. 

There are 32 military personnel. 

Mrs. Ketiy. Do they go in there as a mission group and study the 
situation and come back and report to you, or are you taking their 
word as you did under General O'msted / 

General Srewarr. The mission develops a program just as any other 
country does. 

In other words, they are given the basic criteria for the year’s pro 
gram which includes the forces that we shall contribute toward and 
the *y are told how much the total value of the program can be. 

Then, working with the Yugoslav Army and the Yugoslav Navy 
and Air Force, they sit down and decide, using the worksheet I gave 
you yesterday—and I really am trying to sell this worksheet t around 
here—this worksheet shows the kind of data we get from every coun- 
try. That is what they give us before we arrive at this deficiency 
list. 

o, to answer your question specifically, General Harmony develops 
a program; it comes through the screening I have shown you and 
finally comes into my office. That is the program we go ahead with. 
On any change in funds, we have to adjust the programs. 

Mrs. Keitiy. General Harmony went there and arrived at his own 
conclusions and came back. 

General Stewart. No; hestayed there. We have brought him back, 
I think once, since he has been there. 

(Discussion off the record.) 

General Stewart. They did not go to Yugoslavia. 

Mrs. Ketiy. Why not? 

Mr. Woop. They did not go primarily because Mr. Stassen decided 
that he wanted this evaluation group to go to the countries where we 
were giving the major amount of our assistance. The emphasis was 
on the study of the defense support and economic assistance rather 
than on the military assistance. 

These people, the evaluation team people, were businessmen and 
not military men. 

Mrs. Ketry. Do you mean there is no economic aid to Yugoslavia in 
this program ? 

Mr. Woop. There is some defense support in Yugoslavia as well, but 
it is small compared with the amount for places like Britain. 

(Discussion off the record.) 
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Mr. Jupp. Do they still have drought over there? 

Mr. Woop. Yes; there has been a very, very serious problem in the 
drought in Yugoslavia. 

Mr. Jupp. On that Spain item I have seen reports again and again 
that we are just now about to, or are signing an agreement with 
Spain. 

Is that a firm program now ¢ 

General Stewart. No, sir. 

(Discussion off the record. ) 

Mr. Jupp. We are going to appropriate more before we have an 
agreement to spend what we have? 

Mr. Woop. Actually it is more than that. The present amount 
which we request be carried over is $125 million, to which is to be added 
this new sum for mutual defense material and training, plus an ad 
ditional sum for defense support. The total then will be $125 million 
of carryover, plus new funds 

(Discussion off the record. ) 

Mr. Jupp. If this was discussed yesterday, skip it, but why in the 
world should we appropriate more when we could not spend in the 
next year, if we got an agreement tomorrow, the money already on 
hand? 

Mr. Woop. If that agreement which seems now quite probable is 
satisfactorily completed, the amount requested by way of ~arryover 
plus this amount can be and will be very urgently needed for this 
purpose. 

Mr. Jupp. And can be used within the next fiscal year ¢ 

Mr. Woon. It can certainly be obligated within the next fiscal year. 

(Discussion off the record.) 

Mr. Jupp. I am not against the program in Spain; I am for it, but 
it seems to me foolish to ask Congress and the people to underwrite 
something that is no further along than this now is. You already 
have $126 million. We are going to be back here in the fall or in 
January, if more is needed then. 

I think that kind of item is what makes us sometimes a little skepti 
cal about other items in the program. 

Mr. Vorys. Will the gentleman yield? 

Mr. Jupp. Yes. 

Mr. Vorys. I do not see why you pick on Spain. We are as far 
along there as we are with the European Army. 

Mr. Jupp. Yes; I suppose that is right. 

Mr. Woop. Mr. Judd, just to respond to that question 

Mr. Jupp. We have something initialed in the case of the European 
Army, but nothing is even initialed in the case of Spain. 

Mr. Woop. This will not be spent in Spain if a satisfactory agree- 
ment is not reached. That is perfectly clear. 

(Discussion off the record.) 

Mr. Jupp. What is holding it up? This is supposed to be a policy 
committee, and maybe we should not inquire, but what is holding up 
an agreement? 

Here we are having to beg these people to get them to help defend 
themselves. 

Mrs. Ketiy. Are we going to have a country-by-country breakdow) 
of these later on? 
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Mr. Woop. Oh, yes. We are prepared to go into each country with 
you on the military materiel and training and then on the defense 
support or special defense finances. : 

Mrs. Ketuy. We will get the breakdown on what we have read in 
the paper about Spain, the airfield and joint private control during 
peacetime and so forth, that I read about last week in the paper? 

Mr. Woop. We can go into all those matters with you in just as 
much detail as you wish. 

Mrs. Ketiy. I have one more question. 

Chairman CutrerFIeLp. Mrs. Kelly, Mr. Lanham has been trying to 
ask a question, then Mr. Merrow, and then we will come back to you, 
Mrs. Kelly. 

Mr. Lanna. I have read in the press that the Department of 
Defense says we do not need bases in Spain and that two high-placed 
Washington attorneys have really succeeded in selling somebody on 
the idea of supplying this money to Spain. 

(Discussion off the record.) 

Chairman Cutrerrietp. Mr. Merrow. 

Mr. Merrow. The point that Dr. Judd made it seems to me, could 
be made in reference to the entire program, because if we have only 
33 percent delivered, and we have a considerable amount of money to 
be spent, therefore our military productive capacity will be constantly 
increasing, will it not? 

General Stewart. I lost that at the last, sir. 

Mr. Merrow. As these contracts are filled and as manufacturing 
steps up using the rest of the money for goods that have not been 
manufactured, then our productive capacity will be constantly in- 
creasing / 

General Stewart. Until the contracts begin to run out. 

Mr. Merrow. If we were to cut this military appropriation this 
year, considerably, let us say, and then later make the appropriation 
contingent wpon the success of the EDC community and the effort 
those countries put forth—if they put forth that effort—and if we 
should decide to cut it now and then make more funds available later, 
it would not seem to me, in view of the fact that our productive 
capacity will be up, that such procedure would postpone the goals a 
great deal. 

It seems to me that we have some time, that we could cut it now, and 
then in the future, if they put forth their efforts, we could make the 
appropriation and we pe still get the material over there, with the 
productive capacity here constantly increasing. 

General Srewarr. There has been a very involved and difficult 
study made in the last 3 or 4 months by the new people in the Depart- 
ment of Defense, along the very lines that you are discussing. 

If we get into details, it is beyond my knowledge, but I could refer 
to the kind of thing that has been done: An individual item, let us 
say, is taken, It is scheduled to come off the production line at a 
given rate. That is the schedule. 

At that rate, the present contract will carry that particular line 
through so many months. 

_ Now, if there is a continuing need beyond that contract for further 
items, sometime before the last item of the original contract comes 
off, you have to renew the contract. That varies a little bit but you 





362 MUTUAL SECURITY ACT EXTENSION 


have to give the contractor, of course, time to get his materials ordered 
so that he would not have to stop and have to start again. 

A great deal of thought has gone into that, assuming some rate of 
reduction for each item, and continuing need. While I certainly can- 
not tell you how much of this appropriation is tied back to that, all 
those factors were considered in the request that is being made. That 
particular point has not been overlooked. 

Mr. Merrow. I am glad a study is being made because it seems to me 
in view of the fact that we have not delivered anywhere near the 
amount that we have appropriated it might seem strange to appropri- 
ate over $4 billion more and keep on piling up appropriations. 

General Stewart. Yes, sir. 

Chairman Curprrrievp. Mrs. Kelly, did you have another question ’ 

Mrs. Keiiy. In regard to the amount set aside for training in both 
Spain and Yugoslavia, is our military going to actually train or super 
vise the training of the soldiers both in Spain and Yugoslavia # 

General Stewarr. No, ma’am. 

Mrs. Kertiy. No? 

General Srewarr. My last chart is on training and I can explain the 
whole thing when I get to it. 

Chairman Curererrrecp. Mr. Vorys wants to ask a question and 
then I will recognize Mr. Fulton. 

(Discussion off the record. ) 

Mr. Woop. General, is it not also true that France, of all the major 
countries in Europe, was in the worst condition following the war inso- 
far as its military establishment was concerned and insofar as its 
military production was concerned, and that, taken with the very key 
position of France in the heart of the military NATO area, is also in 
part responsible for the very great emphasis ‘that has been placed on 
the rearming of France in this program? Am I correct in that? 

General Srewarr. Yes, sir. 

Mr. Vorys. Worse than Italy? France was not fought over the way 
Italy was. 

General Srewart. No, sir; but she lost everything in her army early 
in the game. 

(Diseussion off the record.) 

Mr. Fuuron. I would like to refer to Yugoslavia for a moment and 
check with last year 

(Discussion off the record.) 

Mr. Fuuron. Where is the economic aid for Yugoslavia? 

General Srewarr. My compatriots have that, sir, and I am not 
responsible for it. 

Mr. Furron. Is that material in any measure part of the economic 
aid ¢ 

General Stewart. No, sir. That is military end items. 

Mr. Furron. Then the question comes up, too, as it did before: 
How far do we have a MAAG in there, and how far are our people 
allowed to check and supervise on the use of the equipment? 

My question is particularly in the use of the jet planes. Do they 
let our men into the airports? Are we watching to see that there 
might not be a defection of those planes to the other side? 

What opportunity do we have to make sure that Tito stays hitched? 

(Discussion off the record.) 
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Mr. Fuuron. The system set up in Yugoslavia is entirely different 
than it has been in Greece and Turkey, with the delivery of our 
planes and equipment, is it not 

General Srewarr. No, sir; it is exactly the same except for a 
difference in degree of our freedom. 

Mr. Funron. But we have much more of a military group there in 
Turkey and in Greece because we are able to be right on the spot 
with our equipment and show them how to use it and watch how it 
is used. 

General Srewarr. In Greece and Turkey, sir, in addition to the 
military-aid program, we have training missions that actually train 
those two armies in their countries. We do not have such a training 
mission in Yugoslavia. 

Mr. Furron. My final question: In the 1954 training amount, is 
there included in it a plan for a training mission in Yugoslavia? 

General Srewarr. No, sir. 

Mr. Fuuron. Why not? 

General Srewart. I think No. 1, we do not want to train them, and 
No. 2, they probably do not want us to. 

Mr. Furron. You do not want to train them ¢ 

I do not understand that. 

Then, we should cancel all amount for training out of this bill 
that you recommend. 

General Stewart. No, sir; that is not it at all. 

Mr. Fuxron. You said you did not want to train them ? 

General Stewart. A training mission in a country—and we have 
a number in Latin America and have had in many places—actually 
goes in, depending on how many people you have—we have people all 
the way down to battalions. They are advisers on training. 

In the case of Korea where we h: ave them right down to battalions, 
they advise them in combat. That is one type of training. 

The type of training that is carried on under my program, with the 
exceptions of certain countries like Greece, Turkey, and F ormosa, is a 
training largely of technicians to handle the equipment we give them. 
We do not go in to train their army, to train a battalion how to act 
tactically, or how to attack a hill. 

We bring those people out and send them to a mechanic’s school. 
We send a radio operator to a radio school. We take some lieutenants 
and captains and send them to Fort Benning,Ga. We take some pilots 
and take them over to one of our training airfields and, train them. 

We trained some of them in Germany where we have some schools. 
We make up a technical team, some of which will be civilians, on how 
to run a radar set and how to keep it running. 

We send them in and set up a little school in their country for 3 
months. 

Now, that is the kind of training that this is for. 

I think what you had in your mind, sir, was that we go in like we did 
in Greece where we actually went down to battalions. 

(Discussion off the record.) 

Mr. Fuuron. May I say to you, that I have had lunch with the 
commander of the 28th Division of our forces who was in Italy, and 
he spoke of the training program in Italy that we are doing. He had 
been assigned to Italy and has just been back here at Walter Reed 
Hospital. 
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From what he has said to me, I conclude that the degree of our 
training that we are doing in Italy is entirely different than what you 
had said we were doing in Yugoslavia. Is that true? ji 

General Stewart. No, sir; it is not true. 

It may be in scope or the amount of money that goes into it, but our 
training program in Italy is exactly the same type of program that we 
have for France. It is the same type we have for Belgium, for the 
Netherlands, for Yugoslavia, and all these countries, except these 
special countries. 

Incidentally, I think I can name them: Greece, where we went in 
there in 1947. Turkey, where we have a training mission. We have 
a training mission in Iran that is of long standing and it still is in 
there. 

In Formosa, we have a training program. 

The rest of them, unless I have missed one someplace—there are 
some in Latin America of long standing—are training not in the 
sense of training soldiers to fight, but training them in the use of our 
equipment. 

The only place where we get into training them to fight are those 
who attend our regular courses in some school in the States. 

I hope I have made that clear, sir. 

Chairman CutPerrtetp. Mr. Wood wanted to add a word and Mr. 
Bentley has been waiting patiently to ask a question. 

Mr. Woop. Thank you, Mr. Chairman. 

I would just like to add a comment on one aspect of this question, 
which is somewhat out of General Stewart’s field. 

Nothing is certain in this uncertain world, as you know, Mr. Fulton, 
but all the best opinion and evaluation and intelligence that we do 
have, is that the situation has not substantially changed in any respect 
since the death of Stalin. 

All the evidence is that the animosity and fear as between Yugo- 
slavia and Russia and her satellites is just as strong as it ever was. 

Under those circumstances, Tito has no place to go, other than to 
stay on the side of the West. 

I am not making a categorical statement that this will be so. I am 
just giving you the best evidence that we have from our intelligence 
sources and otherwise and there is nothing to indicate that there is 
any probability, at this time or in the predictable future, that we will 
find Mr. Tito and Yugoslavia going over to the other side. 

I speak only as to the best intelligence that we have, and I say again, 
I would be the last to give anyone a guaranty on that point. 

The fact however remains that, if Mr. Tito does stay on our side, as 
every indication now would lead us to believe he will, his strategic 
position and the forces he has, will be of very great importance both 
in deterring an aggression and in beating it back if such an aggression 
should occur. 

It seems to be the best judgment based on the best intelligence we 
ean get that the advantage to our side of the continuing with this 
program far outweighs the possible danger which everyone admits 
does exist in this uncertain world of not continuing with this pro- 
gram. 

(Discussion off the record.) 
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Mr. Bentitey. When Germany does become a member of our team, 
it is possible that a substantial part of the German economy would be 
converted to armament production, is that correct? 

General Svewart. As you know, at the present time, Germany can- 
not make armaments. Now the extent to which she will manufacture 
military material will be determined by—I hope somebody will check 
me on my legal side, here now—the decisions made by the EDC 
Council. 

(Discussion off the record. ) 

Mr. Bentiey. And those we will deliver to her, or to the German 
contingent 

General Stewart. Yes, sir. 

Chairman Currerrietp, Mr. Burleson— 

Mr. Burweson. Mr. Chairman, referring again to the discussion 
which Mr. Fulton has given and his concern about possible defection 
in Yugoslavia, I must say that I hope his concern and that of every- 
one else on this committee, would be just as intense with reference 
to the losing of war materiel and personnel in Indochina and other 
places in the Far East where we have proof of defections; where 
there is plenty of proof and where the possibility of detecting it would 
be much less. 

Mr. Wood has just said that Yugoslavia is pretty well fenced in. 
Probably the whole country would “have to defect rather than indi- 
viduals, 

(Discussion off the record.) 

General Srewarr. I think we are in kind of the position you get 
into sometimes. I do not know what alternatives you have. You can 
stop and do nothing, or you can run a risk. 

Mr. Burteson. That’is right. You are making a bet and you hope 
you win and that is what we are doing all around the world, is it not? 

General Stewart. That position, if you will permit me, is very vivid 
in my mind because I was asked one day by a commander, “What are 
we going to do?” 

I said, “I don’t think we have any alternative. We are going to stay 
where we are, because we have no other place to go.” 

Mr. Jupp. Mr. Chairman, I have one question along that same line. 

All we are trying to find out here, I think, is whether or not Yugo- 
slavia is cooperating with us in the same way Russia did when General 
Dean was over there. 

We have read his book, and it is clear that even when they were 
receiving lend-lease, and so on, they had no intention of playing ball 
with us. 

Are the Yugoslays re acting to us in a similar fashion to the way the 
Russians reacted to Dean ? 

General Srewarr. They are much more cooperative. They have 
sent people over here several times. The Chief of Staff of the Yugo- 
slav Army and several of his staff officers were in this country about 
a month and a half ago. I had a very long session with them and 
I found them completely frank. They would tell you what you 
asked them. 

(Discussion off the record.) 

General Srewarr, They were open and above board. They would 
lay it on the table and say, “This is what we need and this is what 
we are going to do with it.” 
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Mr. Jupp. The key thing is not so much here in bargaining as it is 
over on the ground ‘where the deliveries are made. W hen Dean let 
go of the stuff, he could not follow it at all. 

General Stewart. It is free and easy, as I said before as in the case 
of other countries. 

For example, they have had Generals Olmsted and Edelman of 
G-—3 of the Army and Mr. Nash in that country, and were shown all 
over the place a year ago. 

I had an invitation to go. I have never accepted it, but they are 
trying very hard to be friendly and I think a lot of this stuff about 
this resistance from time to time is really fear on the part of a low- 
ranking officer and not the national intention. 

Mr. Jupp. It says on that chart under footnote B “Training totals 
include funds by title for technical representatives, interpreters, and 
so forth; not included country training programs.” 

When it says, “The training totals include funds” for certain pur- 
poses, does that mean that it is made up of only those funds? Or 
are those training items in addition to the country training programs 

General Srewarr. Not the 107 million, but included in these figures 
are the country training programs and the other. 

One of the things we do is, we go out in the case of—let us say- 
the most technical type of fire-direction equipment—combination 
radar and director. We actually have to go to industry and put under 
contract some highly trained technicians who we send to a country 
and they run a school in the maintenance and operation of that 
equipment. 

We have to hire interpreters or provide interpreters. Down at 
Benning when we train these people, we have to have interpreters. 

Mr. Vorys (presiding). Could I suggest this to the committee. 

It is now 12:25. This team has to report at 2 p. m., at the Senate. 
We have a program for tomorrow, as I understand “Offshore Pro- 
curement and Infrastructure.” 

If it woutd be possible to have the general proceed once over lightly 
with a general layout of the program, we then would at least “have 
the satisfaction of h: aving a general picture of the program, and I 
imagine he would be available to come back, but I also imagine the 
committee would not like to continue with him tomorrow, but get into 
other phases of the program. 

What I am concerned about is that we spend so much time on 
Europe that we never get around the world and if we do not have a 
schedule in mind, we will be unable to cover the territory. 

If it is agreeable to the committee, I suggest, General, that you pro- 
ceed with what you thought you were going to say. 

Mrs. Bouron. Mr. Chairman, may I just say one thing about Mr. 
Lanham’s question, General, and the matter of the Spanish bases. 

Someone has been accused of saying it came from the Defense De- 
partment, this statement that there was no need for airfields in 
Spain. 

Could we ask you to get an authoritative reply from the Department 
of Defense in that matter # 

General Srewarr. Yes, ma’am. 

I have the Department’s position on that and it is a formal docu- 
ment. 
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Mrs. Bouron. Would you make it part of the record ? 

General Srewart. Yes. I wanted to tell you a little bit about this 
training. 

Mr. Vorys. Have you anything to say about the military in titles II 
and particularly title IIT? 

General Stewart. I was not supposed to take that up today, sir, 
and I do not have it with me but I will, when I am told to, produce it. 

(A table was shown entitled “MDAP Training Program, Europe,” 
as follows :) 


Department of Defense, MDAP training program, Europe 


Total Army Navy Air Force 


Training in United States Mar. 1: ! 
Programed fiscal year 1950-53 20, 715 1, 582 , 131 | 2, 002 
Completed Saal 10, 622 1, 027 5 3! 258 
In training : 4,158 284 } 3, 080 
Programmed fiscal year 1954 ‘ &, 846 859 3, 962 | 025 

raining overseas Mar. 1 
Programed fiscal year 1950-53 5, 034 3, 589 : , 443 
Completed an 4, 260 3, 414 ‘ s44 
In training 195 104 91 
Programed fiseal year 1954 sade 3, 717 798 0 2,919 

Status of funds Mar. 31 Millions Millions | Millions Millions 
Total programed fiscal year 1950-53 $203. 6 $13.9 $45.0 $144.7 
Obligated — 149.9 5.6 36.5 | 107.8 
Expended 71.2 4.2 2.7 54.3 
Total programed fiscal year 1954 ‘ 107.3 1.9 13.6 81.8 


1 Formal training course. 


General Srewart. This is the scope of our training activities. I 
would like to say we have the following types of training: We bring 
individuals from foreign countries to the United States and we send 
them to one of our regular courses. It may be a mechanic’s course out 
at Fort Knox. It may be a technical course in telegraphy up at 
Monmouth, or it may be an officer going through the Field Artillery 
School at Fort Sill. 

We have certain schools abroad, notably in Germany, where we have 
our own troops. We take advantage of that by training some of these 
people there. We have our airfields, our training airfields here, and 
we train a large number of pilots from foreign countries in this 
country. 

We bring in a few of the medium-level officers on what is called an 
orientation visit. Now, the reason we have to do that is because we 
find that military men have many of the same characteristics the world 
over. It does not do a great deal of good to bring a bright young 
captain in and teach him the latest fire direction technique unless you 
get a few of the colonels and majors in, because their reaction is 
generally, “That’s not the way I did it, never heard of it, and I will 
have no part of it.” 

We are exposing a few of those people to it, by taking them around 
to our schools. We find that that is paying us off because these younger 
men go back and are then permitted to teach the latest things they 
have learned. 

We have another type of training. We form a technical team; 10 
or 15 people specialize in various things, like maintenance of a tank, 
let. us say, and maintenance of radio. We move those teams from 
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country to country. In each country they set up a school, conduct 
courses for several months and then move on to another school. 

The final type of training we carry out is the sending of these 
highly trained civilian technicians from industry to conduct courses 
in highly specialized types of work. 

We have up to date in the United States trained 10,622 people. 
We have in training at this time 4,158. 

Overseas we have completed the training of 4,260 foreign students 
and have 195 in training. 

That is what we are trying to do in the training program. 

Mr. Bentiey. Just one question: On these trainees who come to 
the United States, is there any political consideration given to their 
choice? Are they subject to normal security requirements in the State 
Department before they are admitted ? 

General Srewarrt. I would like to ask Mr. Efron about that. They 
are screened in the particular countries to which they are sent and 
approved by our ambassador to that country and they are subject to 
rather strict security controls in this country while they are here. 

Mr. Bentiey. That is all I have. 

Mr. Woop. Mr. Chairman, we had planned to follow General 
Stewart with Dr. FitzGerald who would talk to the defense support 
and mutual defense financing for the countries in this area. If it 
suits the committee, I will put him on the stand now. We are ready 
to do anything else that you think would be better. 

Mr. Vorys. If you are willing, let us spend a half hour on getting 
a bird’s eye view at least of defense support. 

Mr. FrrzGrratp. Mr. Chairman, I will try to cover very briefly 
the European economic situation, with particular reference to the 
support of the mutual defense effort. 

(A chart was shown entitled “Total Defense Expenditures by 
Category, European NATO Plus Germany,” which appears on oppo- 
site page :) 

Mr. FirzGrratp. Now, the economic statistics includes Turkey and 
Greece. 

We have around 300 million people and a gross national product 
for the next fiscal year estimated at $166 billion. The gross for the 
United States is about $363 billion for the next fiscal year. 

That gross national product which indicates the general level of 
economic activity in Western Europe, after increasing rapidly for 
4 or 5 years immediately following the war, leveled off fairly sub- 
stantially in 1952 calendar year. Industrial production during that 
year in Europe ranged generally from 135 to 145 percent of the pre- 
war level. 

Despite the general leveling off of the economic activity in Western 
Europe, defense expenditures by Europeans has continued to rise 
through the fiscal year 1953 and is projected for a further modest in- 
crease in calendar year 1954. 

As you will see from this chart, expenditures which in 1950 United 
States fiscal year were $6.4 billion have increased steadily to the esti- 
mated for the current fiscal year of 13.7, and for fiscal 1954, estimated 
at $14.9 billion. 

This particular chart also shows the breakdown of those defense 
expenditures into major categories. The personnel, operations and 
maintenance, major materiel, construction, and other. 
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The major materiel, I showed you some of the main elements in the 
major materiel categories earlier this morning. 

As will be noted, the personnel, operations, and maintenance take 
up about 50 pereent of the total defense expenditures of the Europeans 
for their own military effort. 

The top bar here represents primarily the German contribution 
which in the past has been used primarily for the support of the occu- 
pation forces in Germany. 

In the coming fiseal year, in addition to the block shown for Ger- 
many here there is also $900 million equivalent of German contribu- 
tion which is spread through these other four categories. The in- 
crease in the German contribution is on the expectation and on the 
assumption that the German defense effort will get underway during 
the coming fiscal year. That, as this committee knows is, of course, 
dependent upon the ratification of EDC. 

May I make one other comment with respect to this chart, gentle- 
men—all of these, by the way, are reproduced in this pamphlet, the 
one entitled, “Statistics for Europe.” May I interject that with all 
the mathematicians in this committee, I hope we will not have too 
many errors in statistics. 

In these expenditures for Europe, there is included a substantial 
proportion of the local currency equivalent of the defense support 
that we have been providing the European countries during the last 
2 years; for example, of this total of $11.5 billion of defense « expendi- 
tures in fiscal year 1952 by and through European budgets there is 
included the counterpart—an unknown but substantial amount of 
the counterpart of the dollar defense support that we have furnished 
those countries in the last 2 years. 

Mr. Vorys. So there is no reason to include it, is there? 

Mr. FrrzGeravp. I would say for 1952, Congressman Vorys, some 
$450 million of this $11.5 billion represents counterpart of dolar aid 
which was used for defense purposes. 

Mr. Vorys. That is our expenditures. 

Mr. FrrzGrratp. That is the expenditure of counterpart funds and 
it is included and for our purposes is inseparable because it goes 
directly into the European budget and is not segregated out so that we 
can show it separately. 

I did want to be sure that the committee understood that, though, 
and to the extent that those counterpart funds are included in these 
totals, this exaggerates to that extent European expenditures, but 
they have not amounted in any one of these years here to more than 
6 percent and probably slightly less than 6 percent of this total. 

I think the committee has seen this chart entitled “Trend of Expendi- 
tures for Major Materiel, Selected Categories; European NATO Plus 
Germany.” 

Mr. Vorys. I imagine those planes are mostly propeller-type planes? 

Mr. FrrzGrratp. The United Kingdom figure includes, of course, 
jet planes manufactured in the United Kingdom and as you know, the 
Hawker-Hunter, particularly, is considered by our military people 
to be a topnotch jet fighter. Unquestionably a substantial portion—I 
do not think I could give you the figure, sir—are propeller-type planes. 

(A classified chart was shown entitled “Trend of Defense Expendi- 
ae Selected Countries (Millions of Dollars).”) 
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Mr. FirzGerarp. This chart shows for 3 or 4 of the more important 
countries the trend in defense expenditures for the last 5 years. The 
first table showed the total for all the countries. This breaks out 
United Kingdom, France, Germany, Italy, Belgium-Luxembourg, 
which have the largest defense budgets, not including Yugoslavia. 

The French budget is just a little over $4 billion. 

The German figure, which for the last 2 years has run a little less 
than $2 billion, is projected to increase for fiscal year 1954. This 
represents—correct me if I am wrong—a multilateral agreement with 
Germany on the rate of their defense expenditures for the coming 
fiscal year. 

Mr. Bentiey. About how far do those countries project their 
defense budgets; can you tell me that? 

Mr. FrrzGrravp. It varies by country. These figures were obtained 
as a result of the questionnaire that was sent out by the NATO Coun- 
cil in anticipation of the annual review which was completed last 
month. 

In most instances I believe that the countries projected our mms 
year 1954 expenditures; a few countries projected the calendar year 
1953 or their fiscal year 1954. 

Mr. Benriey. Not further than 1 year ahead ? 

Mr. FrrzGeratp. They have not submitted to NATO defense ex 
penditures for all countries for more than one full calendar, or fiscal 
year ahead, as the case may be. 

Mr. Fuuron. Doctor, those figures are made up on estimates that 
are given from the budgets of these various countries. There must 
be included in these figures our own estimates as to ammunition, be- 
cause as we heard here earlier, these countries will not disclose their 
full defense planstous. Is that not correct? 

Mr. FrrzGeratp. We get their fiscal estimates. They report to 
NATO their defense expenditures in terms of dollars, or in terms 
of their local currency, rather, by quarters, as the quarter is concluded, 
and they project those expenditures for the periods shown here. They 
do not, as I understand it, submit in the same manner to NATO the 
information on their actual stocks of ammunition, physical stocks, 
but do report their expenditures. 

General Srewarr. To NATO they do not, I believe. I believe with 
regard to SHAPE, General Ridgway receives it. 

Mr. Fuuron. In previous testimony we had been advised that the 
information given us on these charts was partly made up through 
estimates or guesses from our own side because we did not have the 
facts from these countries as to the exact details on military end items. 
My question, then, was, on the charts that you are giving us, is there 
any factor of our own estimate included as distinguished from the 
figures actually given by the countries themselves? Are these firm 
figures based on facts voluntar ily given to you ? 

"Mr. FrrzGrratp. We have taken the submissions made to NATO, 
to the OEEC. We have also taken estimates made by our own mis- 
sions in each one of these countries, on. the likelihood, on the expecta- 
tions, as to the accuracy of these estimates. 

I will have to check on it, but my impression is that in some cases, 
like the United Kingdom, we are satisfied that the United Kingdom 
estimates are as good a reflection of what the United Kingdom is 
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likely to spend in forward years as any we could make and we take 
them as given, except that we adjust their estimates to compare to 
the NATO definition. 

Mr. Fuuron. These charts that you have here now are actually based 
in part as to some countries on our own estimates or guesses when we 
have the lack of firm figures submitted. 

Mr. FrrzGeravp. That is correct. 

Mr. Fuuron. In the year 1953 and the year 1954, on the estimates 
shown on your chart for the United Kingdom, would you tell us what 
portion of those defense expenditures shown is for the atom-bomb 
program in the United Kingdom ? 

Mr. FrrzGerap. I do not have that information, sir. 

Mr. Fuuron. Is the atomic bomb for the United Kingdom included 
in the figures for 1953 and 1954 in that chart? 

Mr. Woop. Some misunderstanding has arisen here, Mr. Fulton. 
To summarize, General Stewart testified that our military-assistance 
advisory groups in each country obtain complete information on the 
stocks on hand, the military plans and all that is involved that is nec- 
essary to put on that big sheet before they put up their programs. 
He also testified that General Ridgway, so far as he knew, received 
in SHAPE complete information concerning these questions. 

What I think has confused you is that he said he did not think that 
these countries disclosed to other countries, neighboring countries, 
all this information. It is not, however, correct, so far as I am in- 
formed, to conclude that either General Ridgway or our MAAG’s do 
not have full and complete information on the stocks and production 
plans of the countries for their military materiel. 

Now, it is true that as far as forward estimates of these total de- 
fense expenditures are concerned, they are based, as Dr. FitzGerald 
testified, on reports to the NATO Council and Staff by the countries. 
They are then further studied and refined by our own people on the 
ground. These are essentially our estimates based on those sub- 
missions. 

Mr. Javrrs. Dr: FitzGerald, I notice that the economy of Germany 
is called upon for an expenditure of $2,810,000,000 in the fiscal year 
1954, while the economies of Great Britain and France are called on 
for very much larger amounts. 

Now, I have a two-part question: (1) Does that represent on the 
a of the Germans in Western Europe an oquel effort to that which 

‘alled for from the French and the British? And (2) what is the 
offect of our information that West Germany is a tremendous com- 
petitor in the world in terms of steel and other items because Germany 
is not under the heavy necessities, militarily, that are imposed under 
NATO on Britain and France? 

Mr. FrrzGeravp. I think this chart will answer in part the first part 
of your question, sir. 

This shows for the United States and for the European countries 
in a group, and for four of the major countries, total defense expendi- 
tures as percentages of gross national product. 

In Germany it shows 5.1 in 1950 and 4.9 for 1951. In the current 
year it is 6.4 percent of gross national product, and our forecast for 
next year is 8.6 percent based on the $2.8 billion of defense expendi- 
tures related to our forecast of GNP for Germany during that enrrent 

ear. 
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Mr. Vorys. There, again, in figuring percentage of gross national 
product, you have about 10 percent of counterpart in there. 

Mr. FrrzGeravp. In Germany, no counterpart funds have been used 
for defense purposes. 

As you will note, sir, in the case of both the United Kingdom and 
France, the defense expenditures are a larger percentage of gross 
national product than for Germany. Germany is larger than some 
other countries. Italy is shown here, for example. 

I think Germany is probably about the fifth largest in percent of 
GNP. Yugoslavia, which is not in this group, has a ‘lar ger percentagy 
of GNP devoted to defense expenditures, running somewhere Brel 
15 percent and 20 percent. 

The United States figures are shown here, estimates for fiscal year 
1953, 13.9, and for fiscal year 1954, 14. 

This is relatively low for Germany, but if EDC were put in right 
away it would be difficult to get started any more rapid buildup in 
Germany than is here reflected. 

Mr. Javits. Are our planners thinking about West Germany after 
1954 and 1955? This program is going to go on and is it not. possible 
for original equipment to be m: ade in West Germ: uny which 1s being 
made here now, and maintenance equipment could then be made in 
France and Great Britain. 

The point of my question is this: Is the thinking far enough ahead 
in terms of West Germany’s industrial potential, which is the core of 
continental Europe—and I think it is the policy to put more rather 
than less responsibility on West Germany in the EDC’s industrial 
phase and are we, thinking in that direction, considering West Ger- 
many’s enormous industrial potential ? 

Mr. FrrzGeravw. That is a strategic question upon which General 
Stewart might have a comment on. I would agree with you that 
Germany does have and has had in the past the outstanding industrial 
potential in production in Western Europe; that, within the limits 
of security and within the limits of what is partly a political ques- 
tion, Germany should be looked upon in the future, and T think will 
be looked upon in the future, for an increasing production of military 
equipment. 

I do not know whether you care to add to that, General Stewart, 
or Mr. Martin, from the State Department. 


STATEMENT OF EDWIN M. MARTIN, SPECIAL ASSISTANT TO THE 
SECRETARY OF STATE FOR MUTUAL SECURITY AFFAIRS 


Mr. Martin. I might add just one point on how the amount of 
contribution was deeded. There was an agreement between the Ger- 
mans and NATO that the German contribution would be negotiated 
out on the basis of the same criteria used within NATO with respect 
to each other. There was a special group set up last fall, and the 
agreement with the Germans indicated a belief that that was on a 
comparable basis with the others. 

It did take into account the special circumstances, such as Berlin. 

Mr. Fuuron. You had a question from me as to the total of the 
United Kingdom defense expenditures, 
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T asked whether that had included the British atomic development 
program. If so, how much is it, and what is the balance of the defense 
expenditure program without it? 

Mr. F'rrzGreravp. I cannot answer that now. We will submit a 
statement for the record. 

Mr. Furron. That happens to be an overlapping program with ours 
and is as much aimed toward commercial development as toward an 
atomic bomb defense program, so that I would like to see what por 
tion that is in the whole. 

Mr. FrrzGeratp. We will furnish that. 


(The information requested is as follows :) 


RELATION OF BRITAIN’s ATOMIC DEVELOPMENT PROGRAM TO ESTIMATED DEFENSI 
EXPENDITURES FOR THE UNITED KINGDOM 


Britain does not include the cost of atomic-energy research in its defense 
budget and the cost is not included in estimated defense expenditure figures 
shown in the MSA submission for the United Kingdom. The United Kingdom 
does not publish this information, nor does it give it either to the United States 
or to NATO on a classified basis. Appropriations for the atomic-energy pro 
gram are apparently an unidentified part of several accounts of the British 
civil estimates. 


Chairman Crrrerrtretp. Are there further questions? 

Mr. Bentley 

Mr. Bentiey. Doctor, I. wonder if it would be possible to give us 
some comparisons with the 2 or 3 years percentagewise preceding 
World War II so far as those countries were concerned. 

Mr. FrrzGrrarp. Of their defense expenditures in terms of gross 
national production ? 

Mr. Benttey. Yes, sir. 

Mr. FrrzGrratp. We can do that, sir. We do not have it here. We 
can put it in the record. 

(The information requested is as follows:) 


Defense expenditures as percent of gross national production, 1938 


Country: 

European Defense Community: 
Belgium-Luxembourg 
Preanee@.o.3— snes 
Germany (Federal “Republic )? 
Italy (ineluding Trieste) 
Netherlands 

United Kingdom and northern ‘Europe an countries : 
Denmark 
Norway oa : 
United Kins gdom. ‘. 

Southern European ¢ ountries : : 
Greece ; are ft J 
Portugal__.- ated “ 
Turkey. i _ 

Total North Atlantic Tr reaty Organization 

Total North Atlantic Treaty Organization plus Germany. 
Austria_____- 
Yugoslavia 


WMO S1 


oo 


—~— t 


1 Prewar Reich (boundaries as of 1936). 
2 Figure is for 1987 
? Not available. 


(A chart was shown entitled “Taxes As Percent of GNP, Total Tax 
Receipts of All Levels of Government As a Percent of Gross National 
Product,” as follows :) 
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Mr. FrrzGrraup. This shows the taxes as a percent of GNP for the 
last calendar or fiscal year as the case may be. It is the latest 
information that is available and the data are shown on page 9 of the 
statistics book. 

You will note that in the case of Germany, taxes equal 33.9 of GNP; 
the United Kingdom, 32.7. Let me interject this here. This perc entage 
was calculated before the recent reductions in the British taxes. With 
the adjustment or reduction in taxes recently announced by the Chan- 
cellor, the 32.7 has become 31.5 percent. 

Mr. Furron. Just to get the base of your figures. does that exclude 
taxes for social services which are returned to the general population ? 

Mr. FrrzGeravp. This includes all taxes, both national, and all local 
levels, and social-security taxes. They are broken down into those 
three categories. France has more social taxes in this total than any 
one of the other countries. 

Mr. Fuvron. Your subsidies, then, are not deducted from this tax 
picture ¢ 

Mr. FirzGeraup. That is correct. 

I might add in the case of the United Kingdom at the same time they 
reduced taxes amounting to £169 million for the fiscal year 1953-54, 
they also eliminated food subsidies amounting in value to £110 million 
a year. So far as the availability of resources to the British Govern- 
ment for defense and other purposes, it was almost counterbalanced by 

a reduction in food subsidies. 

Mr. Fuuron. There is a portion of the tax take that is a part of the 
economic distribution system and it is then quite not accurate to give 
us that as the total tax burden on the people. 

Mr. FrrzGrrawp. That is true of al] these countries, sir. 

Mr. Vorys. So long as they break it down, you have to know what 
the Government gets. For instance, we furnish some social security 
and other such things and that is in our 26.1; is it not ¢ 

Mr. FrrzGrrarp. Yes; but it is larger in the case of some European 
countries. 

This absolute figure here of British taxes at all levels of Government 
including social insurance, in calendar year 1952, sir, it amounted to 
the equivalent of $14,205 million. Of that, social insurance amounted 
to $1,336 million, or over 9 percent of this figure here. 

Mr. Fuuron. In order to get the same figure for the United tSates 
we would have to take our private insurance that in Europe ‘is handled 
by the Government and add to it our figure, or else deduct it from 
Britain. 

Mr. FrrzGrraup. In the case of the United States, for the calendar 
year ending December 31, 1952, the tax collection in the United States 
at all levels was $90 billion and social-insurance collection $8.6 billion 
or something less. Ten percent of the total taxes. You do have to 
make those adjustments. 

Mr. Fuvron. It gives us a wrong impression of the tax picture when 
it looks like we are far down in the list of taxload, and can so readily 
bear the burden. We should remember these other countries before 
us in taxload are the tremendously socialized countries that use their 
taxes as a method of economic distribution of income, and for redis- 
tribution of wealth. 

Mr. FrrzGrraxp. It varies by countries, sir. Of course, Belgium- 
Luxembourg, their use of the Socialist system for the collection and 
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distribution of wealth is, I do not think any greater than ours. Ger- 
many does not have a large amount of that type of distribution in 
its system. The United Kingdom i is fairly heavy. 

Mr. Vorys. You are going to have a chart on the take-home pay. 

Mr. FrrzGreraup. We are preparing two charts now. One shows 
the take-home pay for selected income groups broken down, and 
another one shows the gross national product in relation to taxes, 
country by country, in a somewhat different form than this and I 
think it is a te more useful. Those will be up here tomorrow. 

Mr. Vorys. I did not mean literally take- home pay, but as I un- 
derstand it, the income over there is about $550 a head, is it not ? 

Mr. FrrzGerat. That is the aver ‘age per capita GNP. In some 
countries it is lower than that. 

Mr. Vorys. If it is $550 a head then you have to figure, after you 
take out taxes from that and ours, which is, what, $1,800 or $2,000 
a head—the amount the person has left is significant, due to the fact 
that we have more left over when we pay our taxes, we are in better 
shape. 

I find it is all set out in page 60 of the basic data book. 

Mr. FirzGeratp. We will have a chart bringing that up to date for 
you. 

(A classified chart was shown entitled, “Extraordinary Dollar Re- 
ceipts (Millions of Dollars).”) 

Mr. FirzGeravp. This next chart shows what we call extraordinary 
dollar receipts of Western European countries for fiscal year 1952, 
1953, and forecast for 1954. 

As you will notice, there is a slight increase in the 3-year period, 
but I wanted to draw particular attention to the difference in the 
composition. 

Defense support in 1952 was nearly $1.5 billion. In fiscal year 1953 
it is estimated at about 1.3 billion. 

Defense support per se for the coming fiscal year is estimated at 
$307 million. Some other forms in which aid is made available have 
some comparable results. We will discuss the details of that later, 
but at most, even adding these comparable forms together, the esti- 
mate here is about $900 million. 

On the other hand, there has been an increased opportunity for 
Europe to earn its way through United States military defense ex- 
penditures in Europe, and through payments made by the Defense 
Department for the offshore procurement contracts which are going 
to be discussed, as I understand it, tomorrow morning. 

Mr. Vorys. Mr. FitzGerald, we were told yast year that the troop 
item would amount to over $1 million, $1,050 million. That is our 
purchases for our troops. What you mean by United States military 
expenditures, that is the sort of purchases that are necessary for our 
own forces, is that right? 

Mr. FrrzGeratp. This is for the use of, or by, our own forces. It 
includes troop pay, it includes purchases of supplies. equipment and 
other things in Europe for the use of our troops in Europe. It also 
includes contribution to NATO common infrastructure and United 
States construction in Europe. 

Mr. Vorys. We were told that that figure would be over $1 billion 
for 1953. 
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Mr. FirzGeratp. The latest estimate we have from the Defense De 
partment is that, with 9 months gone, the estimate is now $790 million. 

Was this recently you were told this, during these hearings ? 

Mr. Vorys. No, a year ago it was $1,050 ‘million, as I recall the 
figure. 

Mr. FrrzGerraup. We will check the record and see what we did es 
timate a year ago. 

(The information referred to follows:) 


COMPARISON OF ESTIMATED Untrep States MILITaArRY EXPENDITURES IN Europ 
FoR FiscaL YEAR 1953 

The estimate of $1,052 million for “United States military expenditures” i: 
Europe in fiscal year 1953 referred to on page 1053 of Hearings Before the Com- 
mittee on Foreign Affairs, House of Representatives, 82d Congress, H. R. 7005 
included both OSP payments and United States military expenditures as follows: 
United States military expenditures___ { _ $833, 300, 000 
OSP payments_- i 219, 300, 000 


Total_ arte _.--- 1, 052, 600, 000 

The MSA presentation for fiscal year 1954 includes an estimate of United 
States military expenditures of $790.2 million for fiscal year 1953 as compared to 
the original estimate of $833.3 million; the revised figure reflects actual data for 
the first 6 months of fiscal year 1953. 

The original estimate of OSP payments of $219.5 million for fiscal year 1953 
included in last year’s presentation has, on the basis of recent Defense Depart 
ment estimates, been increased to $246.2 million. 

Mr. Vorys. At any rate, that is what that figure is. 

Mr. FrrzGerarp. Yes, sir. 

Mr. Vorys. I do not understand what “use of pipeline” is, in 1952 

Mr. FrrzGeratp. There is “use of pipeline” in each one of these 3 
years. 

(A chart was shown entitled “European Country Aid, Obligations, 
Expenditures, and Pipe line” which appears on opposite page. ) 

Mr. FirzGrravp. This chart I will discuss briefly now because it 
will be a subject you will want to get into in the aggregate before this 
hearing is over.- This shows the unexpended balances of funds ob- 
ligated by the Mutual Security Agency. 

Beginning with June 30, 1949, running through these, of course, up 
through June 30, 1952, are actual and the last 2 years are, of course, 
forecast. 

This shows that at the peak, on June 30, 1950, the pipeline of unex- 
pended obligations were $1,850 million. They dropped to $1,493 
million June 30, 1951, and at June 30, 1952, to $1,093 million. We 
estimate $876 million as of June 30 this year and a further decline 
to $698 million by June 30, 1954, 

A drop from year to year as reflected in this other chart is use of 
pipeline. This means that countries have been able to obtain not only 
the actual obligations made in the year but also the use of resources 
resulting from a decline in the oF dal obligations at the end of 
each fiscal year. 

Chairman CurererFieLp, The committee is adjourned. 

(Whereupon, at 1:07 p. m., the committee adjourned to reconvene 
at 10:30 a. m., Friday, ey 15, 1953.) 
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MUTUAL SECURITY ACT EXTENSION 


FRIDAY, MAY 15, 1953 


Houser oF REPRESENTATIVES, 
ComMMITTEE ON Foreign Arrarrs. 
Washington, D.C. 
The committee met in executive session, pursuant to call, in room 
G-3, United States Capitol, at 10:55 a. m., Hon. John M. Vorys 
presiding. 
Mr. Vorys. The committee will come to order. 


STATEMENT OF HON. C. TYLER WOOD, DEPUTY TO THE DIRECTOR 
FOR MUTUAL SECURITY 


Mr. Vorys. Mr. Wood, would you please outline to the committee 
what the proposed program is this morning? 

It is slightly different. 

Mr. Woop. We will be glad to do so, sir. 

Mr. Chairman, we thought, subject to your wishes, that we would 
start now with the country-by-country presentation in the European 
area and NATO. 


I suggest that we start with General Stewart, who will tell you the 


programs for the military end items and training field in France. 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, DIRECTOR, OFFICE 
OF MILITARY ASSISTANCE, DEPARTMENT OF DEFENSE 


General Stewart 

General Stewart. Mr. Chairman, you asked for a chart yesterday, 
and I promised it to you. I have it here, sir. 

(A chart was shown entitled “Mutual Defense Assistance Pro- 
gram, Comparison of Fund Utilization, Previous MDAP Versus Pro- 
posed Fiscal Year 1954 Legislation—Europe”. ) 

General Stewart. We saw this chart yesterday, but we have drawn 
in the black lines to show the money value of the deliveries in those 
particular items. 

Mr. Vorys. Why does that chart have to be secret ? 

Can you find out about that? We need not debate this question 
this morning, but I would like to have that in our report. 

Mr. Woops. May I say, Mr. Chairman, that we are now examining 
each of these charts and all of our data from the standpoint of classi- 
fication, and we think we may be able to declassify a considerable num- 
ber of them. We will do the very best we can in the light of the 
national security. 
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Mr. Jupp. How great an interval is there between the time the stuff 
is shipped and the time it is available for use in the field? Is it 3 
months or 6 months before it arrives, is distributed and usable by 
forces in case they need it? 

General Stewart. Based on my experience in that field—and I have 
had some—I would say between 60 days and 90 days after it leaves 
the United States, part should be in the hands of the using unit. 

Mr. Jupp. So, when that line shows that the stuff has been shipped, 
we are still 3 months behind that from the standpoint of receiving 
it in the units? 

General Srewarr. In many cases, yes, sir. 

Mr. Vorys. If you had another line showing “shipped, but not in 
the hands of forces,” it would be a very small line, would it not? 

General Stewart. Yes, sir. 

When title to shipments passes from us to the reci vient countries, 
whether this material is shipped over there in our ships, or if they 
come over and get it—and from then on it is their business—they have 
some processing to perform in the warehousing and assembling of 
complete units and the issuing to troops. 

Mr. Vorys. The thing you are just about up on is small arms and 
machinery ? 

General Srewart. Yes, sir. 

Mr. Jupp. Ammunition is the easiest thing in the world to manu- 
facture as compared to air planes and tanks and so forth. 

We have been in a war for 3 years and we have plenty of ammuni- 
tion manufacturing capacity. There is an arsenal right outside my 
district. It still is not working full time, after 3 years. 

Mr. Vorys. Mr. Judd, you were not here the other day when we 
were told that a lot of that is not lead time, it is switch-over time. It 
is ammunition and other stuff that has been sent other places as it 
comes off the line. 

Mr. Jupp. We have the capacity. Why do they not let it work 24 
hours a day instead of one 8-hour shift? 

Mr. Vorys. I have one other request, if it would be possible. That 
would be to tack on to that particular chart, at one end or another, 
the production of the European countries of the same stuff. 

If we had a chart that would show what arms, planes, vessels, and 
equipment have been produced over there it would be helpful. I do 
not know how you would work it, but if we had a chart that would 
show, in the same categories, what they have got, what we have 
actually furnished, what we have got programed, and what is re- 
quested for this year, we would have a story that I have been looking 
for for 3 years. 

I think it might be helpful. 

General Stewart. I w ih try to get you such a chart. 

Mrs. Keuy. If they found it too difficult on all the items, would 
y on pie out 1 or 2 items? 

Vorys. We will have to see what kind of chart they can get 
for us. 

Thank you, very much. 

General Srewarr. My testimony now, Mr. Chairman, relates to 
individual countries and I have no charts on that, but I am prepared 
to tell you the story. 

We start with France. 
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Mr. Vorys. Do we have any supporting documents here that we 
might follow ¢ 

General Stewsrr. On individual countries, I do not think you do, 
sir. 

To take up the situation in France and the forces that we will use, 
the funds we are requesting to support; I have here a little data that 
leads up to that. 

( Discussion off the record.) 

General Stewart. Now, the Congress has funded for France in 
previous programs 

Mrs. Ketiy (interposing). Did we not have a country-by-country 
program last year that we could follow? 

We had some country-by-country programs. 

Mr. Vorys. You have nothing but your notes 

You start on something else until you give us 5 weisdEbing. 

We cannot get these figures at all, this way. 

Mr. Woon. I do not know that we had such a thing last year. 

Mr. Vorys. We will get them this year, right away. 

Mr. Jupp. What was that long book 

Mr. Woop. That was wholly economic. We did not have a similar 
thing for the military programs. 

Mr. Vorys. We are going to have it this year before we go ahead 
with this. 

I cannot make any sense out of this, at all. 

General Stewart. I have it, sir. 

I do not have a great many copies. 

Mr. Vorys. Well, you can put a chart up here. You can do some 
thing so that we know what you are talking about. 

Mr. Woop. I may be mistaken. 

Mr. Jupp. There was a long, narrow book we had last year. 

Mr. Vorys. We will just suspend on country-by-country breakdown 
on this until you have something more satisfactory. 

Do you have anything else you can go ahead with now? Unless 
the committee desires to proceed otherwise, I see no sense in our 
trying to have these vast figures in our heads or to make penciled 
notes. 

Mr. Jupp. As I recall, you had it item by item, how much we were 
being asked for and in corresponding columns, how much we had 
given the preceding year. 

Otherwise, we have nothing to go by. It is just an exercise that 
does not register in my mind. 

Mr. Burieson. Mr. Chairman, in that connection, you will recall I 
mentioned similar matters to you before this meeting today. Last 
year we had some information, Mr. Wood, on item by item, as to what 
we had spent and where it was spent—and I believe if I understood 
you, Mr. Chairman, you said, “Where this stuff is now”—it would be 
most helpful if that information was before us. 

Before we started these hearings, I made an inquiry regarding this 
type of data—not just last year, but from the beginning of this thing 
If we knew what we had spent for ammunition and where, how many 
tanks and where, how many dams we had built and where, we certainly 
would know more about this program. 

It makes no difference whether it was for military or economic or 
whatever it is. 
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I am like the whiffenpoof bird. I would like to see where we have 
been as well as where we are going. 

Mr. Woop. The chart the gener ral oe showed you did that for the 
major items of materiel and how much we had spent. 

Mr. Burieson. It does not show where we spent it. We do not 
know where it was spent, for what it was spent, and where it went 
finally. 

These are questions now being asked more and more all the time by 
our colleagues and I think we have to make out a case on what has 
been done in the past. 

Mr. Vorys. They are being asked more and more by members of 
this committee. 

Mr. Burieson. My colleagues just the other day, around the lunch 
table, asked me, “Where has this money gone? What did we spend it 
for and where?” 

Members of this Congress want to know whether it was for agricul- 
tural preente and where it went, whether it was for propaganda, 
personnel, and all that sort of thing. 

I know you have that lumped together in a general way, and I can 
understand, unless it has had a running statistical record—which I 
assume you have—it would be a monumental task if you had to start 
now. 

Mr. Woop. We have that on other than military in the statistics 
whic ¢ we can lay before you at any time, Mr. Burleson. 

Mr. Burixson. I think we are going to have to have it, Mr. Wood. 
There are just too many questions unanswered. 

Mr. Woop. Let me show you what we have, Mr. Burleson. We will 
be glad to send copies up on this. 

Mr. Vorys. Mr. Wood, do you have anything to present to this com- 
mittee in a form that it can be understood ? 

If not, we will adjourn the hearings. 

I think you understand that this is not satisfactory as a proposed 
presentation. 

Mr. Woop. I think General Stewart has showed you what he has 
and you have indicated that that is not satisfactory. 

Mr. Vorys. I do not know what that is. 

(Discussion off the record.) 

Mr. Vorys. We want something country by country, at least for 
France and Britain—at least for those two—where you have up there 
what they have got militarily themselves, what we have sent them, 
what you can send them under the money you already have, and what 
you propose to send them this year. 

Now, you have heard that for about 3 or 4 years. I do not see any 
reason for our attempting to explain any more fully what we want. 
If you cannot get that up here, then we will see if we can get hold 
of somebody who can present that simple picture of the military 
situation in these countries that are so important. 

Mr. Woop. Mr. Chairman, we can and will. We thought we would 
present that to you in oral testimony and it would go into the record. 

If you prefer to adjourn the hearing and let us prepare those tables 
and come back with them, of course, we are at your service. 

General Stewart is ready to read those facts into the record now. 
I apologize for our not having been able to put them in the charts 
that have been laid before you and we will immediately do so. 





MUTUAL SECURITY ACT EXTENSION 


Mr. Vorys. Now, up until this morning, when we came into the 

room, as I under ‘stand it, we were going to hear about offshore pro- 
curement and infrastructure this morning. Are you prepared to go 

ahead with that? 

Mr. Smiru. Mr. Chairman, I think there was some change in the 
program. 

Mr. Vorys. I understand they changed it, but they are not ready 
to go ahead. 

Well, it is up to the committee if you want to have General Stewart 
proceed. 

Mr. Jupp. The point is, if he proceeds and it is read into the record, 
then we still have to take the time to read the record over. 

I would rather do them both at one time. I can have the material 
before me as he reads and then I can ask intelligent questions. 

I would rather go ahead with something else and then have these 
tables before us when we hear his testimony. 

Mr. Vorys. If you can proceed with what was billed for this 
morning, it will be satisfactory. 

The committee attendance was somewhat reflective of advance bill- 
ing about what the hearing was to cover. Can you proceed on that 
now ? 

Mr. Woop. Mr. Chairman, we do not have our witnesses here on 
this. It would take about a half hour to get them, and I doubt that 
you would want to wait that long. 

May I make one other suggestion, which you may reject: So far 
as the other material is concerned, undoubtedly the committee will 
wish to ask some questions about special defense financing in France 
and Britain and defense support in the other areas. 

We have the amounts of those in the tables which have been placed 
before you, and Dr. FitzGerald and I are ready to discuss those and 
answer any questions on them if you think that would be useful. 

We are at your service. If you think that will be useful, we will 
go ahead. If not, we will abide by your decision, Mr. Chairman. 

Mr. Vorys. What is the wish of the committee? 

Mr. Smiru. I move we adjourn. 

Mrs. Ket. I second the motion. 

Mr. Woon. We have the economic side in this book. 

Mrs. Cuurcnu. Mr. Chairman, I had a question which General 
Stewart may have answered without me yesterday when I was absent, 
but would it be possible to have a breakdown of how the 3314 percent 
which is supposed to be allocated to defense in the French budget, is 
divided? 

Do you have those figures, General ? 

We were told that approximately 32 percent of the French budget 
went for military purposes. I wondered if that statement were true 
and, if so, how that 32 percent was divided. 

Mr. Woop. Mr. FitzGerald can answer that, Mrs. Church, I believe. 

Mrs. Cuurcu. Then perhaps I should postpone the question. 

Mr. Woon. No; he is right here, Mrs. Church, if you would like him 
to get his data out. He can give you that information. 

I think there is some information on that in the book which was 
placed before you. 
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STATEMENT OF HON. D. A. FITZGERALD, DEPUTY TO THE DIRECTOR 
FOR MUTUAL SECURITY 


Mr. FrrzGrratp. On page 20 of the statistics for Europe, Mrs. 
Church, there is a table in the lower left-hand corner entitled, “Use 
of Resources.” 

It is the book entitled, “Mutual Defense Financing for 1954— 
Statistics for Europe.” 

For France, for the current fiscal year, the estimate is for the mil 
tary expenses $4,007,000,000. 

I am reading from page 20 of the statistics for Europe, the box 
headed, “Use of Resources.” 

The military expenses, as you will note, amount to 11.2 percent of 
the gross national product of France. 

The total central budget for this year is $10, 670,000,000. Thus the 
military expenditure amounts to over 37 percent of the French budget. 

You also asked about the composition of the defense expenditures 
for France. You will see in the fourth table on the right-hand side 
of that table, a box entitled, “Defense Expenditures,” showing, “Total” 
and then a breakdown into five major categories: 

“Personnel,” “Major Procurement,” “Construction,” “Other Oper- 
ating,” and “Other Miscellaneous.” 

For fiscal 1953, there are total expenditures of $4,007,000,000, the 
same as in the table previously referred to; the breakdown of that $4 
billion is $1,363,000,000 for personnel, $948 million for major procure- 
ment, $375 million for construction, $968 million for other operating 
expenses, and $353 million for,miscellaneous. 

Chairman Currerrietp. We have been hearing about millions of 
dollars and larger sums. But it is not clear who is getting the equip- 
ment and how much each is getting. 

Unless we have some chart that we can study later and try to figure 
it out in our own heads, I do not believe we are going to get very much 
out of looking at a lot of figures. We want to build upa ‘clear and full 
record to which we can refer. 

If Mr. Burleson, Mr. Zablocki, or any other Member wants some- 
thing that can be presented in chart or graph form, I will see that it is 
available for this committee. 

If we have to adjourn the meeting this morning until we do get it, we 
will do it. 

That is all there is to it. I would be pleased to hear an expr — 
of views. Mr. Vorys, if you are not satisfied, I want you to say so, 
and we will get what you want. 

Mr. Vorys. Mr. Chairman, there was a motion to adjourn, which, 
although not debatable, was left pending because Mrs. Church had 
a question. 

The team is not prepared to go on with what was announced as the 
program. They are not prepared to go on with any visual material 
on the country-by-country military situation. 

If Mr. Smith would permit an amendment, I would move that we 
adjourn the hearing and go into executive session, rather than adjourn 
the committee. 

Mr. Zasiockr. Mr. Chairman, I am sure that in singling out Mr. 
Burleson and myself, you do not mean to imply that we are “the hor- 
rible examples” ‘of those who are unable to understand-—— 

Chairman Curperriretp. By no means, Mr. Zablocki; I glanced 
around the room and saw you gentlemen first. 
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Is there a motion pending before the committee ? 

Mr. Vorys. I move we adjourn the hearing and go into executive 
session for members of the committee. 

Mr. Woop. Mr. Chairman, may I ask a question devoted to finding 
out what you want next time? 

We understand what you want in the way of charts and visual and 
statistical material on the country-by-country military programs. I 
think that is clear in the record. 

Would you also like us to take the country-by-country figures that 
are given in the tables in this “Mutual Defense Financing” and put 
them on charts, or are these tables on the economic side of this satis- 
factory to you! 

We are honestly trying to do what will be most helpful to the com- 
mittee. 

Mrs. Bouron. Are they comparative tables with last year? 

Mr. Vorys. Mr. Chairman, it was my thought that the committee 
could determine the answer to those questions in executive session. 

Chairman Curperrietp. Any requests that we have, we will see 
that it gets to you, Mr. Wood. 

Mr. Jupp. I would like to say, the kind of thing we had yesterday, 
where we each had a copy and they had it up there in charts to point 
to and explain, is the most useful way to do it. 

Chairman CurerrrieLp. That is right, Dr. Judd. 

Mr. Jupp. They can point to the chart and we can follow it on 
our individual charts and we can make notes, while it is fresh in our 
minds, 

Chairman Currrerrietp. When they read off billions of dollars one 
after another, who can absorb it? 

Mr. Burteson. Mr. Chairman, pursuing this thing a little further, 
as it was mentioned a little while ago, as to where the money has been 
spent and for what, Dr. FitzGerald did point out to me that they do 
have some data on that. 

I think perhaps every Member of Congress should have that before 
him when this bill comes up. If it is not an insurmountable task to 
prepare such a thing. Not just last year, I repeat, but since the incep- 
tion of foreign aid of any and all description. 

I do not have the disposition to weight you down with a lot of de- 
tail, but I think we must have facts to show very graphically where all 
the money has been spent. It does not make any difference whether it 
is military, economic, TCA, or anything else. We should know where 
it has been spent—whether it has been spent in Pittsburgh or in 
Paris, and where the equipment is and for what purpose. 

I can understand that would create a lot of detail if you had to 
start from scratch. 

Mr. Woop. We have that available now on all the nondirect military 
items, and we will have copies of each of those before the committee 
at our next session. 

As far as the military is concerned, most of it has been spent in 
this country for end items. 

Mrs. Bouron. But, we must have it in front of us. 

Chairman Currerrtecp. I agree with the members’ views on this 
thoroughly. 

We will go into executive session for members of the committee 
only. 

(Whereupon, at 11:30 a. m., the committee proceeded in executive 
session for the committee members only.) 
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MONDAY, MAY 18, 1953 


Hovse or RepresentATIves, 
ComMMITTEE ON Foreten AFFarrs, 
Washington, D. C. 
The committee met in room 1310, House Office Building, at 10:35 
a. m., Hon. Robert B. Chiperfield, chairman, presiding. 
Chairman Cutrerrretp. The committee will come to order. Gen- 
eral, we are very happy to have you here. 
I understand you have a statement. We will be glad to have you 
proceed with your statement. 
General Ripagway. Thank you, sir. I am very happy to be here, 
sir. 


STATEMENT OF GEN. MATTHEW B. RIDGWAY, SUPREME ALLIED 
COMMANDER, EUROPE; COMMANDER IN CHIEF, UNITED STATES 
FORCES, EUROPE 


General Ripeway. Mr. Chairman, I consider it a great privilege to 
appear before you. I shall speak in support of the Mutual Security 
Program, a program which vitally affects the further buildup of the 
NATO forces and the collective security of the free world. It is my 
understanding that you wish me to discuss this program in relation to 
my responsibilities as an allied commander—that is, Supreme Allied 
Commander, Europe—and as the United States commander in Europe 
who is responsible for carrying out the military aspects of the Mutual 
Security Program in that area. 

With the committee’s permission, I should like to mention a report 
by Gen, Thomas T. Handy concerning the administration of the 
military assistance program in Western Europe and the results which 
have been achieved to date. 

General Handy, my deputy commander on the United States side, 
is responsible to me for the administration of the United States mili- 
tary assistance program. His report is similar to that provided your 
committee in previous years. It was prepared for insertion in the 
record, if you so desire. 

Chairman Currerrietp. Without objection the report of General 
Handy will appear in the record at the conclusion of your general 
statement. 

General Rinagway. Let me say before we go further, that I am very 
happy to see in this committee room, members of the National Securit y 
Sube ommittee who visited SHAPE last April to study at first hand 
many of the problems that we shall discuss today. I have always 
welcomed the opportunity of explaining to the elected representatives 
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of our people the tasks that face Allied Command Europe, and I have 
benefited in my own views and experience from the questions that you 
have raised and the matters we have discussed together. 

I plan to review the military situation in Europe, then to discuss 
those activities of Allied Command Europe which are closely related 
to the United States Mutual Security Program, and finally to discuss 
the effect of United States military assistance on the buildup of the 
military strength of the NATO countries. 

I shall now present in the following order: 

First, a few basic considerations affecting our operations in the 
NATO area; 

Second, the buildup of forces which has been achieved to date and 
their readiness; 

Third, the further buildup as it is now being planned; 

Fourth, the NATO infrastructure program; and 

Fifth, military assistance and its effect on our strength. 

Of the basic considerations to which I just referred, the first is the 
military mission given me by my NATO superiors. Simply stated, 
this is: 

In war, to defend NATO’s European territories. This mission is 
not qualified in either space or time. I am not told to defend only 
certain parts of the NATO European areas and their peoples; nor am 
I told that this responsibility will only become effective in 1955 or at 
such time as the means are available. I am told to defend all of it 
now—today—if war should occur. 

The peacetime mission is to develop an integrated effective force 
capable of accomplishing the wartime mission, if required. But the 
underlying and fundamental purpose of this mission is the preser- 
vation of peace. I wish to emphasize this point. The purpose is the 
preservation of peace through the deterrent effect on potential aggres- 
sors of strong, balanced, combat-ready forces, capable of successfully 
challenging aggression, or at least of rendering its success doubtful. 

Great progress has been made in buildup from the exposed and 
almost defenseless condition which existed in 1950 at the time of the 
Communist attack on South Korea. Yet a tremendous amount of 
constructive work remains to be done and in many ways it will be 
much more difficult. 

The second of the basic considerations, which gives concrete dimen- 
sions to the tasks involved in accomplishing the assigned missions, is 
the enemy threat—its nature and magnitude. I should like to stress 
two particular points: First, I and my principal commanders, as mili- 
tary men, must concern ourselves with capabilities of potential aggres- 
sors. Military planning and recommendations to the civil authorities 
must not be based upon speculative estimates of Kremlin intentions. 

If the missions assigned to Allied Command Europe are to be 
discharged, its commander must be prepared to meet the forces which 
actually exist and which could attack him. 

The commander must reckon with military realities. He must not 
rely on attempts to fathom the minds of the men in the Kremlin. 
Second, the commander must be capable of effective reaction within 
whatever period of warning he may receive. Of all the basic prin- 
ciples of war, none can today have more devastating effects than that 
of surprise, if this principle is properly applied. 
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I can scarcely exaggerate the importance of enemy capabilities and 
of time as two factors of fundamental significance 

Although I am sure your committee has had detailed presenti ition 
of the enemy threat, I shall review with you some of the key elements 
in that threat. 

The Soviet Army mounts 175 army divisions. The Soviet air forces 
total just over 20,000 front-line aireraft, with a large aircraft reserve. 
The Navy includes more than 350 submarines of which a number are 
of the latest type. 

Thirty Soviet divisions are located in occupied Europe, of which 
the 22 in East Germany constitute an ever-present threat to our fon 
ward forces. The combat effectiveness of their ground forces is rated 
high, and their equipment g good—in some types, excellent. 

In the air, the Soviets have made significant progress in reequipping 
their forces with high-performance jet wircraft, and in increasing 
overall combat efficiency. The Soviets’ well-known beef) for their 
own casualties further increases their offensive capability. 

During the postwar years, army strength of the captive nations has 
grown from forty-five to seventy-odd divisions. Organization, train- 
ing, equipment, and tactical doctrine are Russian. The threat to peace, 
inherent in this particular development, lies in the availability of 
these forces for use in support of the aggressive foreign policies of 
ihe U.S. 8S. R. These forces have already grown far beyond the task 
of maintaining Communist power in each country. 

This, then, is the threat. It is a combination of a capability and a 
clearly established pattern of aggression. It leads us to the next of 
the basic considerations I would like to put before you—the main 
lines of action within Allied Command Europe to meet this potential 
threat in a way that would satisfy the assigned missions and re- 
sponsibilities. 

The first of these main lines of action is the establishment of an 
effective and efficient command structure for Allied Command Europe. 

(A chart, No. 1, entitled, “Principal Headquarters, Allied Com- 
mand in Europe,” was referred to. ) 

General Ripeway. This chart illustrates the geographical scope and 
diversity of this command—extending from Norway, 4,000 miles across 
the plains of Western Europe, through the Mediterranean to the Cau- 

casus border of Turkey. A structure of contro] has been established, 
although many problems still remain. The individual headquarters 
and commands are steadily gaining in cohesiveness, and the system of 
communications—a key essential in this far-flung structure—is being 
steadily strengthened. 

Another major activity of Allied Command Europe is the deve slop- 
ment of operational plans and requirements in forces, facilities, and 
matériel, Starting from the estimate of enemy capabilities in each 
area, and a careful study of terrain conditions, onan and staffs 
have prepared two principal sets of plans. 

The first of these is the emergency or availabilities plan, which is a 
plan for the effective emergency employment of forces available if 
hostilities should be thrust upon us tomorrow. Our available land, 
air, and naval forces are still very inadequate. There are not in exis- 
tence or in sight mobile land forces in general reserve for interregional 
use, 
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But, you may be sure that those forces we do have will, if attacked, 
give a gallant account of themselves. We shall continue to do our 
utmost to bring to the highest state of efficiency the means that are 
available. 

We have also prepared a requirements plan. This calls for a plan 
of operations which would provide an adequate defense, if the require 
ments were provided. This plan leads to a statement of our require- 
ments in divisions, ships, and aircraft. It has been prepared in detail 
and is under continuing review and refinement, particularly to insure 
proper consideration of the potentialities of atomic and other new 
weapons. 

Let me now review briefiy the second main element, that is, the 
build-up of forces achieved to date and their readiness. 

In 1950 military forces available for the defense of Western Europe 
were pitifully weak in numbers and backed by a supply system which 
was totally inadequate. During 1951 there was some increase in 
strength, but not until February 1952, at the Lisbon session of the 
NATO Council, were firm goals set for the year. As 1952 ended, the 
goals were in large part met numerically for air forces, naval forces, 
and for army divisions, though there was a substantial short fall in 
planned combat effectiveness. 

During the last 12 months there has been steady progress. The 
strength of units has increased, training has advanced, and a substan- 
tial number of new units has been or ganized. Nevertheless, there still 
are major deficiencies, for example, in support units, logistical estab- 
lishme nara and stocks of ammunition. 

I would add parenthetically at this point that our reporting and 
evaluating system has improved during the past year so that we can 
now evaluate the combat effectiveness of our units with more confi- 
dence. We have a more reliable knowledge of where we stand. 

Today, as a year ago, air power is still the weakest link in our 
defense. Despite the substantial gains in numbers of aircraft and 
trained pilots deriving from the United States Mutual Defense Assist- 
ance Program, our air forces today are still inadequate to carry out 
their assigned tasks. 

Allied Command Europe is also concerned with the many tasks in 
building military forces during the next few years. Some of the 
progress made can be measured in concrete terms such as divisions, 
vessels, or aircraft, but when we deal with abstractions such as morale 
or leadership, their very nature defies numerical assessment. 

Much of our measurable progress depends on budgetary appropria- 
tions by the individual countries, and here the work of the NATO 
Annual Review is of great importance. Directed by the Secretary 
General of NATO, Lord Ismay, the Annual Review is a coordinated 
operation concerned with the economic and military forces of our 
defense situation. It considers the enemy threat and the military 
requirements needed to meet that threat. It recommends future 
national military programs. 

The contribution of Allied Command Europe to the Annual Re- 
view oro solely to its military aspects. Once the higher eche- 
lons of NATO had decided what resources were available, SHAPE 
recommended what should be done to increase the effectiveness of 
existing and projected forces. “SHAPE” is the abbreviated name 
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for my own headquarters: Supreme Headquarters, Allied Forces 
in Europe. 

In 1952 Annual Review, on which final action was taken by the 
North Atlantic Council in April last, gave us firm goals for 1953 
and provisional goals for 1954. Although the achievement of ee, 
goals will provide a substantial increase in the military capability 
of Allied Command Europe, it should be remembered that the com- 
pletion of goals alone does not mean that the requirements are met. 
Even with the completion of the goals we still fall short of the min- 
imum defensive strength required to prevent serious reversals in the 
early stages of a determined attack. 

During the coming year both Allied and United States commands 
will continue to observe and report on the actual] development of 
forces, particularly on their training and their ability to make 
good use of their equipment. 

The equipment which the fiscal year 1954 Mutual Security Pro- 
gram will make available to NATO forces is not only required by 
them for the defense of Western Europe, but will materially assist 
their buildup and substantially improve their combat capability. 

Basing my opinion on the progress evident to date, on national 
military planning known to SHAPE, and on the firm and evident 
intentions of the NATO governments, I am confident of the ability 
of these nations to utilize and maintain the equipment included in 
this program. 

In addition to these material factors dealt with in the Annual 
Review, there are others, more elusive, but no less important. The 
foremost of these is morale, without which an army is unrespon- 
sive to the demands of its leaders; the second is leadership, with- 
out which the finest and most willing instrument cannot be used to 
full effect. I am glad to say that both the morale of our forces 
and the quality of their leadership. have improved. Experience 
gained in field maneuvers and in various exercises has bettered our 
leader ship among the senior commanders. Junior officers and non- 
commissioned officers are now more numerous, thanks to special 
training schools established during the past yea 

There is a further source of stre1 ngth not yet ent ible which would 
be of the utmost importance to our defense. A German contribu- 
tion is essential for the defense of the central region of Allied Com- 
mand Europe. The planning of the Interim Committee of the Eu- 
ropean Defense Community is already advanced to a point where 
it will not delay the creation of German military units following 

ratification of the treaty. 

I am aware that there are many difficulties affecting this ratifi- 
cation, but it is important that they be resolved so that effective use 
can be made of the military potential of West Germany. 

Another source of future strength, now being thoroughly investi- 
gated, is that promised by new weapons. At present a major study 
is in progress in Allied Command Europe, designed to review our 
military plans and insure that the possibilities of new weapons have 
been evaluated. Although it is too early to anticipate the outcome 
of this study, we can be sure that new weapons will have a powerful 
effect on combat operations. 

While these weapons will contribute materially to our defensive 
strength, they will also introduce new factors of vulnerability. At 
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the moment I am not in a position to say what effect new weapons 
will have on the military requirements for Allied Command Europe. 

We are also making noteworthy progress in our program of infra- 
structure; that is, of fixed military installations, which includes air- 
fields, signal communications, and command headquarters. Both our 
rate and leve j of accomplishment have increased as a result of experi 
ence gained by the military commands, by the agencies of NATO, 
and by the participating nations. More than half of the 125 air 
fields approved through the third annual increment of the program 
will be completed this year. In April 1953 the NATO Council not 
only completed the financing of the fourth annual increment of th: 
infrastructure program, which included additional airfields, head 
quarters, signal communications, and pipelines for distribution of 
jet fuel, but agreed on a long-range program for 1954, 1955, and 
1956. This departure from the previous year-by-year financial ap 
proval will allow us to improve greatly our construction planning. 

In the present and future strengthening of European defense, 
United States military assistance continues to be of critical impor 
tance. The force goals for 1953 and 1954, as agreed by the NATO 
Council at its April meeting, provide the fundamental basis for de 
velopment of the NATO military program during the next year and 
a half. 

Plans exist for the creation of some additional units, but with em- 
phasis being given to increasing the combat. effectiveness of existing 
forces. Although the military output of European munitions is in- 
creasing, it is clear from the Annual Review that for an appreciable 
time this output will not be sufficient to provide the necessary equip- 
ment and supplies. The essential elements provided for in the Mutual 
Security Program for the fiscal year 1954—equipment, training, off- 
shore procurement and infrastructure—are vital in building up the 
combat effectiveness of the defense forces. 

In such things as tanks, complicated electronics equipment, and air- 
craft, the buildup cannot improve unless it receives the military as- 
sistance provided by the United States. 

At the same time it is essential that existing European industrial 
capacity for defense be used to maximum advantage both in national 
production and by the placement of offshore procurement contracts 
for items required to equip the NATO forces. 

The assessment of our defensive strength makes it clear that the 
time has not yet come when the nations of the North Atlantic Treaty 
Organization can relax their efforts. Despite the rapid increase in 
strength of the past 2 years, we are still gravely short of airpower. 

To counter the threat from submarines and mines, we need addi- 
tional escorts and minesweepers. We must increase the reserves of 
our land forces, strengthen their supply troops, and insure the con- 
tinuous supply of all our forces. 

The dimensions of our task are known. I am convinced that it can 
be accomplished, for the moral and material resources of the West 
are ample to preserve its values and safeguard its institutions, if only 
these resources are put to efficient, timely use. 

All the NATO nations are partners in defense. The success of our 
cause is not only a necessity but a benefit to every partner. We must 
continue to seek success together, for certainly no single nation can 
achieve it alone. 
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In building our defensive strength, the importance of United States 
military assistance can scarcely be exaggerated. The continuation of 
this assistance, from which we ourselves derive so great a return, is 
essential to the security of the United States as well as to all the NATO 
nations. 

I close with grateful appreciation for the opportunity of reporting 
to you upon the present defensive strength of the NATO nations in 
Europe, and on what they still very much require, if the basic pur- 
pose for which NATO was created is to be made reasonably attainable 
within any reasonable period of time. 

(The report of Gen. Thomas T. Handy follows:) 


Report py GEN. THomMAS T. HANpy, UNrTep STATES ARMy DEPUTY COMMANDER 
IN Curer, Unrrep Srates EvropeAN COMMAND, ON Unrrep States MILITARY 
ORGANIZATION AND PROCEDURES FOR HANDLING MILITARY ASPECTS OF MILITARY 
ASSISTANCE IN WESTERN EUROPE AND ON THE MILITARY DEFENSIVE STRENGTH IN 
WESTERN EUROPE AND THE Errectr or UNITED STATES MILITARY ASSISTANCE 
THEREON 


1. INTRODUCTION 


As Deputy Commander in Chief, United States European Command (U. 8. 
EUCOM), I am responsible to the Commander in Chief, United States European 
Command (U. 8S. CINCEUR, General Ridgway), for carrying out the military 
aspects of United States military assistance programs in the European North 
Atlantie Treaty (NAT) area, as assigned by the Secretary of Defense and the 
Joint Chiefs of Staff. This report outlines briefly the United States military 
organization and procedures for discharge of this responsibility, and presents my 
evaluation of the progress which has been made toward the achievement of 
adequate military defensive strength in Western Europe, and of the part which 
the Mutual Security Program (MSP)—and its predecessor, the Mutual Defense 
Assistant Program (MDAP)—has played in this effort. My evaluation is based 
upon information obtained by personal contact with numerous European officials ; 
through my activities resulting from the authority delegated to me by United 
States Commander in Chief, Europe, to administer the military aspects of the 
Mutual Defense Assistance Program in Europe; through my frequent personal 
discussions with the United States Special Representative in Europe (SRE) ; 
and from the periodic reports made to me by my staff in headquarters, United 
oer European Command, and by the chiefs of the Military Assistance Advisory 
Groups (MAAG’s) who operate under United States Commander in Chief, 
Hurope. The term “MAAG” should, for purposes of this paper, be interpreted to 
apply also to the military aid missions located in Greece and Turkey. 


2. UNITED STATES MILITARY ORGANIZATION FOR MILITARY ASSISTANCE 


(a) Responsible to me, and maintaining day-to-day contact with the planning 
and implementation of the military aspects of the United States military-assist- 
ance program, is the Headquarters, United States European Command staff, 
primarily the Military Assistance Division thereof, a joint (Army, Navy, Air 
Force) organization. The principal functions of the Director, Military Assistance 
Division, are those of equipment (end items or materiel) and training programing 
and implementation, and of developing military policy and operational direction 
for the MAAG’s and military aid missions, under the command of United States 
Commander in Chief, Europe, and stationed in the European North Atlantic 
Treaty countries. The Military Assistance Division and other interested ele- 
ments of the Headquarters, United States European Command staff work very 
closely with the Office of Special Representative in Europe, who is also the United 
States Permanent Representative, North Atlantic Council, thus coordinating the 
military aspects of the program with the political and economic aspects, includ 
ing matters relating to European production. 

(b) The MAAG is the military element of the United States Country Team, 
which also includes the Embassy and the Mutual Security Agency Mission. 
fach MAAG is a joint organization, headed by a chief of general or flag rank 
and consisting generally of Army, Navy, and Air Force sections. The MAAG 
carries out the military portion of the program at country level and is responsible 
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for equipment and training programing and implementation, for requisitioning 
and for receiving and turning over equipment, It also renders guidance and 
assistance to country author ties in appropriate military fields and keeps under 
constant surveillance the ability of the country to receive, maintain, and operate 
materiel. The MAAG works in close coordination with its State Department 
and Mutual Security Agency counterparts, especially in matters related to 
indigenous military production. 


3. RELATIONSHIP OF UNITED STATES MILITARY ORGANIZATION WITH SHAPE 
AND SACLANT 


a. Entirely separate and distinct from this United States military organiza- 
tion are the North Atlantic Treaty Organization (NATO) military command 
agencies, Supreme Headquarters, Allied Powers, Europe (SHAPE), and Head- 
quarters, Supreme Allied Commander-Atlantic (SACLANT), with their sub- 
ordinate commands. It being the expressed intent of the United States military 
assistance legislation that the programs for the European area further the attain- 
ment of NATO objectives, close coordination must clearly exist between the 
United States agencies responsible for the military assistance program and the 
SACEUR and SACLANT organizations which have a proper interest in it. The 
need for such coordination has gradually increased as SACEUR’s and SACLANT’s 
plans and operations have developed. 

b. Briefly, what occurs is that SACEUR and SACLANT make known to Head- 
quarters, US EUCOM their force requirements and plans for force buildup, 
and their views as to priorities for the allocation and delivery of equipment 
to those forces, This information is taken into full consideration by Head- 
quarters, US BUCOM, and the MAAG’s in both planning and implementing equip- 
ment and training programs. Actual programing and implementation, how- 
ever, are entirely United States matters, and final responsibilities and decisions 
rest with the United States, 

To those ends, coordination has been developed between Headquarters, US 
EUCOM and SHAPE and Headquarters, SACLANT, and between the MAAG’s 
and SHAPE subordinate commands. This coordination insures that the mili- 
tary assistance program, as affecting forces assigned to or destined for the 
NATO commands, is in consonance with the NATO commanders objectives, 
modified as necessary in accordance with United States policies and interests. 
in the case of SHAPE, the fact that General Ridgway is US CINCEUR as well 
as Supreme Allied Commander, Europe (SACEUR) facilitates the coordination. 


4. MILITARY SITUATION EXISTING PRIOR TO INITIATION OF PROGRAM 


a. Before I explain how the United States military organization for military 
assistance in Eur6épe operates and outline what it has done so far, I think that 
it would be useful to sketch briefly the military situation in that area before 
the program was initiated. First, it must be remembered that most of our 
European allies suffered seriously during World War II in losses of manpower, 
resources, and production means. Moreover, with the exception of the United 
Kingdom, Portugal, and Turkey, their military services were wrecked and their 
military equipment largely destroyed. Some of our allies, therefore, did not 
have an adequate foundation upon which to reconstruct their military forces. 
On the materiel side, they were forced to begin their rebuilding with odds and 
ends of equipment which were salvaged after the German surrender, or were 
acquired subsequently from the United States, the United Kingdom, and various 
other sources. On the personnel side, they were faced with a shortage of officers 
and of NCO’s, since relatively few had been trained since quite early in the 
war. 

b. The pressing military needs, then, were for equipment and training. Given 
sufficient time and the will, I believe that our allies could to some measure have 
filled these needs through their own efforts. However, with increased evidences 
of Soviet aggressiveness, time became the essential consideration. It was con- 
cluded that our NAT partners could not meet the force requirements of the 
NATO plans unless they were given substantial United States assistance, to 
include—besides equipment and training—production knowledge, raw materials, 
and economic aid to support the basic economy upon which the military effort 
would rest. 
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5. PRINCIPLES AND PROCEDURES GOVERNING EQUIPMENT PROGRAMING 


a. With regard to equipment assistance, let me first mention some of the basic 
military principles governing the giving of such aid, which have actually served 
to stimulate countries to make greater defense efforts themselves. These prin 
ciples are consistent with the thought which underlies the whole program, that 
primary responsibility rests with each NAT country for raising, maintaining, 
and equipping its own forces, and for obtaining all necessary goods and services 
tor those purposes. However, in applying those principles, we must keep in 
mind the urgent objective of creating effective defense forces rapidly. The prin- 
ciples themselves are contained in the broad programing criteria which the 
Joint Chiefs of Staff furnish to responsible agencies preparatory to the develop- 
ment of a program for a given fiscal year. These criteria are: 

(1) Military assistance will be provided only for those forces (including 
essential support elements) which conform to NATO plans; can, in the opinion 
of the United States, be raised by the recipient nations; and are approved by 
the United States for programing purposes. 

(2) Combat forces should be equipped so as to approach a performance capa 
bility comparable to that of similar United States units. However, the scale 
of equipment should be related to the missions which the forees are expected to 
execute and to the conditions under which they are expected to operate. 

(3) Generally speaking, items supplied should be those primarily for military 
application, especially essential combat weapons. Other items, such as food, 
clothing, medical supplies, and motor fuels and lubricants should be furnished 
only under special circumstances. 

(4) In general, common (commercial) spare parts, otherwise procurable by the 
requesting countries, such as spark plugs and tires, should not be provided 

(5) Finally, but importantly, equipment should not be furnished to any coun- 
try which can, within the time phasing called for by NATO-approved defense 
plans, produce or otherwise obtain the same or comparable items within that 
country or in any other country. 

b. (1) I feel that it would be helpful if I now reviewed brietly how we apply 
these principles in programing equipment assistance. On the basis of force 
goals, approved by the JCS for programing purposes, the MAAG, in collabora- 
tion with the local military authorities, determines the deficiencies of the particu 
lar country in the equipment required to place those units in combat readiness. 
In this determination, the MAAG is guided by the foregoing programing princi- 
ples. It then critically reviews the deficiency list, making recommendations for 
elimination of items which consultation with the MSA country mission indicates 
should either be produced or procured by the country itself or be included in de 
fense support programs. A tentative program is then prepared, along with recom- 
mendations for the priority of programing deficiencies within services. 

(2) The deficiency list and tentative program are next reviewed at the regional 
military level, where Headquarters, US EUCOM, again applies the programing 
principles which I have mentioned. The lists are also studied by SRE with a 
view to determining what items may be screened out on the basis of overall Euro- 
pean military production considerations. 

(3) The deficiency lists, screened tentative programs and priority recommenda- 
tions are then taken to Washington where they are further reviewed by the 
services in the light of overall requirements, United States production capabili- 
ties, and other considerations. When monetary ceilings become reasonably firm, 
the programs are again screened and are refined, at all levels, before being 
finalized. 

ce. It can, therefore, be seen that a given program does not in any sense 
constitute a “European Shopping List,” or a superficially-considered blanket 
requisition for United States equipment. Rather, it represents a carefully 
screened, integrated, and coordinated effort to determine those essential mili- 
tary requirements of European NATO forces which the countries cannot them- 
selves provide within the time limits set by the NATO-approved defense plans. 


6. OBJECTIVES, SCOPE, AND STATUS OF EQUIPMENT PROGRAMS 


United States equipment assistance has so far been programed under four 
programs—those for fiscal years 1950, 1951, 1952, and 1953. A proposed program 
for fiscal year 1954 has been developed and is currently under consideration by 
the Congress. 
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a. Fiscal years 1950-53 programs 

(1) Objectives.—(a) The fiscal years 1950-53 equipment programs (combined) 
had the objectives of supporting NATO-approved forces by providing: 

i. During the initial period of MDAP, equipment excess to the needs of 
United States forces for the immediate buildup of NATO forces. 

2. Equipment to meet maintenance and training requirements of existing 
forces. 

3. Equipment to fill unit materiel deficiencies and/or modernize materiel for 
forces in being 

4. Equipment for new units in consonance with the force buildup. 

5. Annual training ammunition requirements and combat ammunition re 
serves for all United States type weapons furnished. 

(b) Within the above objectives, major service emphasis was as follows: 

J. Army: Under the programs for fiscal years 1950-52, provision of equipment 
for forces in being took precedence over provision of combat reserves of ammuni- 
tion. In the fiscal year 1953 program, increased emphasis was placed on building 
up the level of ammunition reserves. 

2. Navy: Emphasis has gone to provision of antisubmarine warfare and mine 
sweeping and minelaying vessels and equipment. 

3. Air Force: Principal emphasis has been on fighter-bomber and supporting 
tactical air force items. Programs to include that for fiscal year 1952 have em 
phasized the provision of aircraft and organizational equipment. In the fiscal 
year 1953 program, principal emphasis shifted to equipment required to meet 
maintenance and operational needs of units already equipped. 

(2) Scope.—The combined fiscal years 1950-53 equipment programs for Europe 
had a total value of $12.1 billion. By services, the scope of the program was: 

(a) Army: The combined value of the Army programs was $6.5 billion. Major 
items included were: Combat vehicles, including tanks; artillery, both field and 
antiaircraft; radio, electronics, and other signal equipment; motor transport; 
and ammunition. 

(b) Navy: The combined value of the Navy programs was $1.5 billion. Major 
items included were: Large vessels, such as carriers, destroyers, and destroyer 
escorts ; Smaller vessels, in the categories of minelayers, minesweeper, and motor 
torpedo boats; and maritime aircraft. 

(c) Air Force: The combined value of the Air Force programs was $4.1 
billion. Major items included were: fighter bomber, transport, tactical reco- 
naissance and training aircraft; and ground-handling and electronics equipment 
of all types to support these aircraft. Some interceptor day fighters and all 
weather fighters were included in the fiscal year 1953 program. 

(3) Status—The fiscal year 1950-53 programs are now being implemented. 

(a) A substantial quantity of the items programed have either been delivered 
to recipient nations or dispatched to ports for early shipment. In this con- 
nection, the deliveries situation, when calculated on a money basis, may seem 
somewhat unfavorable, since shipment of the items contained in the fiscal year 
1950 program was provided from surplus stocks and hence represented com- 
paratively small charges against MDAP funds. Major shipments under the 
fiscal year 1952 program did not begin until calendar year 1953, and only minor 
deliveries have so far been made under the fiscal year 1953 program. On a major 
item basis, on the other hand, the delivery picture is more favorable. 

(b) By service, the delivery situation was as follows, as of March 31, 1953: 

1. Army: Equipment to the value of $2,400 million, or 38 percent of the total 
programed, had been delivered. In terms of major items, percentages delivered 
were: 75 percent of combat vehicles (including tanks); 72 percent of motor 
vehicles ; 52 percent of field artillery guns and howitzers: and 65 percent of AA 
guns. 

2. Navy: Equipment to the value of $277 million, or 18 percent of the total 
programed, had been delivered. In terms of major items, percentages delivered 
were: 82 percent of major ships; 31 percent of minor ships; and 18 percent of 
maritime aircraft. 

8. Air Force: Equipment to the value of $700 million, or 19 percent of the 
total programed, had been delivered. In terms of major items, percentages de- 
livered were: 39 percent of airplanes; 47 percent of vehicles; and 12 percent of 
electronics items of all types. 

(c) Such delays as have occurred in making deliveries under the approved 
programs have been due principally to the long lead times for those items which 
must come from new production and to the impact of the Korean war upon 





MUTUAL SECURITY ACT EXTENSION 399 


the United States supply position. In general, delays have not seriously im- 
peded the buildup of NATO forces, although they have had an effect on its 
momentum, 

(d) The ability of countries effectively to absorb MDAP equipment—that is, 
to receive and process it expeditiously and to maintain and operate it adequate- 
ly—varies considerably between countries and services. In general, it is my 
view that equipment can be absorbed at rates now forecast; and in some cases, 
it could be absorbed at increased rates. This is a matter of continuing con- 
cern to Headquarters, USEUCOM, and the MAAG’s; and suspension or can- 
cellation of deliveries are recommended wherever the ability to absorb is found 
to be inadequate. 

b. Fiscal year 1954 program objectives 

(1) The objectives outlined for the fiscal year 1950-53 programs (par. 6 a 
(1) (a) above), will be applicable to the fiscal year 1954 program. Major em- 
phasis will be directed toward increasing the combat effectiveness of units al- 
ready constituted. Effort will be made to meet major equipment deficiencies for 
forces included in recently approved NATO force goals for 1953 and 1954, and 
to provide long-lead-time items at the time required for forces to be activated 
subsequently. Provision will be made for ammunition reserves where not al 
ready included in prior year’s programs. 

(2) For all services, maintenance of equipment on hand will have first priority. 
Under the Air Foree prog1)m, provision is made for equipping some new and 
existing units with interceptor day fighters being procured offshore in Europe 
and with all-weather fighters being obtained principally from United States 
production. 


7. OBJECTIVES, SCOPE AND STATUS OF TRAINING PROGRAMS 


(a) So far I have emphasized materiel aid; and equipment does, of course, 
consume the great bulk of available funds. However, I consider that the training 
program, while relatively inexpensive, is of at least equal importance. 

(b) It is obvious that an item of equipment, no matter how modern, depends 
for its effectiveness upon the ability of those who operate it to use and take 
eare of it properly. Thus the primary objective of military assistance training 
is to insure proper operation and maintenance of equipment provided under 
the program. We also furnish the NAT countries certain additional training 
and technical assistance which they themselves, using their own resources and 
combined training facilities, cannot provide; and we assist in the establishment 
and standardization of certain training and operational procedures which can 
be supported by Allied Governments when United States participation is with- 
drawn. Finally, this training gives the United States an opportunity to teach 
sound military doctrines and procedures, the value of which should considerably 
outlast that of many items of equipment furnished. 

(c) (1) Training under the military assistance program is carried on in 
training installations in the United States, in United States training establish 
ments and units overseas—especially in the United States zone of Germany 
and within the countries themselves by means of United States training teams 
and technical representatives. The countries must ask for military assistance 
training, but the MAAG’s evaluate the countries’ training needs and assist 
materially in the formulation of their requests. In performing this function, 
the MAAG’s principally undertake to tailor military assistance training to the 
specific requirements generated by the expected deliveries of equipment. This 
is not an easy matter, in view of the general difficulty which the United States 
services encounter in making firm delivery predictions. However, every effort 
is made by United States military agencies at all levels to provide, as a mini- 
mum, essential quantities of training equipment required for use in country- 
training establishments. 

(2) Students to take military assistance training are generally chosen because 
of their expected ability, upon completion of training, to transmit their acquired 
knowledge to other members of the Armed Forces at training establishments 
or in units in their own countries. The MAAG'’s screen the selection of students, 
and they also check the use to which military assistance-trained personnel are 
put after the instruction has been completed. 

(3) Training for students of European NAT countries has so far been given 
under the fiscal year 1950, 1951, and 1952 programs and is in progress under 
the fiscal year 1953 program. As of March 31, 1953, training spaces which had 





400 MUTUAL SECURITY ACT EXTENSION 


been filled totaled 26,843, divided by services as follows: Army, 6,653; Navy, 
9.406: and Air Force, 10,784. Training for 20,080 of these students has been 
in the United States, and for 6,163 of them in Europe. These figures do not 
include students trained by United States mobile training teams and technical 
representatives, or by on-the-job training in United States units, nor does it 
include those trained indigenously within country schools, 

(d) My overall evaluation of the training situation, in all NATO countries 
with the exception of the United Kingdom, which has required little training 
assistance, is that there is still much to be accomplished. However, I believe 
that there has already been great improvement and that the outlook for the 
future is good. I should add that SACEUR and SACLANT and their subordinate 
commands are playing an increasingly important role in the training field—their 
emphasis being, however, placed on tactical training and training ‘pertaining 
to the implementation of NATO plans, instead of on training devoted to the 
development of skills requisite to the receipt, maintenance, and operation of 
equipment being supplied under the program. 


8. INDIGENOUS MILITARY PRODUCTION AND OFFSHORE PROCUREMENT 


(a) Besides providing equipment and training assistance, the military aid 
programs have also given substantial assistance in stimulating European military 
production. Initially, this effort was embodied in the additional military pro- 
duction program, under which certain worthwhile indigenous military production 
projects received United States support in forms including machine tools and raw 
materials. Primary responsibility for this activity was not placed upon the 
military, and the role of headquarters, USEUCOM, and MAAG’s therein has 
been confined principally to the provision of military guidance for United States 
regional and country-level consideration of the projects involved. 

(b) (1) An activity of much greater magnitude, which has had a very 
significant effect on stimulating European military production, has been the 
offshore procurement (OSP) program, under which certain of the items con- 
tained in equipment programs are procured in Europe rather than in the United 
States. This program commenced in fiscal year 1952, during which contracts 
to the value of $630 million were placed. As for fiscal year 1953, contracts 
totaling $760 million have so far been entered into and it is expected that the 
total will reach $1,500 million. 

(2) Each of the United States services has designated an agency in Europe to 
handle the program. Headquarters, USEUCOM, coordinates the activities of 
these agencies. Also, it insures that OSP is properly related to equipment 
programing, and provides military guidance for United States regional considera- 
tion of OSP problems. As for the MAAG’s, their OSP functions are limited to 
those of giving United States procurement offices initial assistance in making the 
contacts necessary for the discharge of their responsibilities, and of providing 
military guidance for United States country team consideration of OSP matters. 

(3) OSP results in the following advantages to the United States: 

(a) Provides sources of supply in Europe. 

(>) Lays the groundwork for a greater Puropean self-sufficiency in military 
production. 

(c) Expedites deliveries of essential equipment. 

(d) Relieves strains on United States industrial capacity and the drain on 
United States provided raw materials. 

(e) Provides savings due to cost differentials. 

(f) Contributes to the economies of these European countries by providing 
them with additional sources of United States dollars. 


9. PROGRESS MADE TOWARD ACHIEVEMENT OF ADEQUATE DEFENSIVE STRENGTH AND 
ROLE OF MILITARY ASSISTANCE PROGRAM THEREIN 


(a) To turn now to the current situation in Western Europe, it is well 
known that it is as yet by no means secure. However, I feel that very sub- 
stantial progress has been made toward the achievement of adequate military 
defensive strength; and I am convinced that United States military assistance 
has played the key role in this development. 

(b) (1) The increase in the effective strength of the Armed Forces in Europe 
during the past 2 years has been substantial. At the time when United States 
military assistance was first given to the NAT countries, virtually no combat- 
effective military units existed. By 2 years ago, a substantial base had been 
established upon which the countries could rebuild their forces, but none of the 





TAL SECURITY ACT EXTENSION 101 


units could have been considered effective. Today there are available appre- 
ciably more units, and their standards of effectiveness have increased. Neither 
in quantity nor in quality do they yet meet NATO requirements, but progress 
has been encouraging. 

(2) This increase in strength could not have been realized without the re- 
ceipt by the countries of substantial United States equipment assistance with 
which to arm their forces. Furthermore, it could not have been accomplished 
without the encouragement and assistance which was given to the countries by 
the United States toward increasing their own output of military equipment for 
those forces. 

(3) (a) The increase in quality could not have been achieved without the 
training provided by the United States and the constant efforts and influence 
of the MAAG’s to cause the countries to improve their military command, train- 
ing, logistical and personne! structures, and methods. 

(bd) In the training field, country service schools are being expanded and 
training centers improved to provide more effective use of available facilities; 
and more modern methods of instruction and training are being employed. In 
general, the European NATO countries are making good progress in the develop- 
ment of trained manpower. While the total active strength (worldwide) of the 
Armed Forces of those countries is at present considerably less than that of 
United States forces, the European NATO countries could mobilize for combat 
in organized units and within a few days—slightly more manpower than could 
the United States. Of course, the effectiveness of these units would be depend- 
ent upon the availability of equipment. However, if training gains continue 
as anticipated and if equipment becomes available, present indications are that 
the European nations will, by the end of 1954, have increased their immediately 
available combat strength substantially above the levels which existed two 
years ago. 

(c) In other fields, military services are being reorganized to produce combat 
units which will fit more readily into an integrated Allied Force, and terms of 
military service have generally been lengthened. Also, there has been some im- 
provement in conditions of military service, although I might add that the in 
centives are still generally inadequate to attract to the services sufficient indi 
viduals of suitable character and ability to become members of regular forces 
Further improvement in this regard can be expected ; but I consider it pertinent, 
from the standpoint of United States policy, to note that—thasically due to the 
difference in standards of living in Europe and in the United States—the cost of 
raising and maintaining European forces will probably always be substantially 
less than the cost of similar United States forces. 

(4) (a) Not all countries have done all of these things, for progress has, of 
course, been affected by local problems, customs, and background. For example, 
because of the lack of experience with modern military organizations, logistics, 
and equipment, there did exist on the part of some countries insufficient compre- 
hension of the real scope and quality of military effort required. Several coun- 
tries in this category have now taken steps to modernize their military establish- 
ments, realizing with a growing sense of urgency that ill-equipped and inade- 
quately trained armed forces cannot withstand the impact of modern warfare. 
Although their efforts in this direction were initially slow, within the last 2 years 
these countries have steadily strengthened their military positions. However, 
other NATO countries, in spite of numerous handicaps—including military re- 
sponsibilities in other parts of the world—have made strong bids for leadership in 
Europe; and their progress toward meeting their force commitments to NATO 
on schedule is generally reassuring. 

(b) Many factors have, of course, contributed to this improvement, and cer- 
tainly the influence of SHAPE has been tremendous. However, I feel that it can 
truthfully be said that, to a degree iinpossible to measure accurately at this time, 
United States military assistance has acted as both the spur and the inducement 
in making these improvements materialize. 

(c) (1) The morale of the armed forces of the NATO countries, including their 
willingness to recognize the threat to their security and their will to resist it, 
is improving, although it naturally varies between countries and even between 
services within countries. Several factors have contributed to this improvement, 
besides the important one of the United States having clearly revealed—through 
its forceful action in Korea—its intention of resisting the forces of aggression. 
These factors are: 

(1) The positive proofs which the United States has given that it is whole- 
heartedly behind the NATO defense effort, through supplying modern arms and 
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training to enable the countries to deploy effective combat forces, and through 
building up American military strength in Europe so as to be able to provide 
support to the Western European countries before an attack occurs and noi 
after the countries themselves have been overrun and occupied. 

(2) The development of an integrated effective NATO force under Supreme 
Allied Commanders for Europe and the Atlantic. 

(2) Although there can be no mathematical assessment of the attitudes of the 
Europeans, those attitudes tend to improve as the factors which I have men 
tioned approach realization. In this connection, I feel that as the effectiveness 
of existing forces is improved and as additional units are formed and equipped, 
the countries involved will become more confident in NATO’s ability to defend 
itself against aggression. Certainly, a key factor in this development will be 
the continuation of substantial United States military assistance without which 
confidence in their ability successfully to resist aggression cannot be generated. 

(d@) Despite the progress which has been made towards the achievement of 
defensive strength in Europe, I am convinced that adequate defensive strength 
cannot be reached without a military contribution by West Germany. The 
European Defense Community (EDC) offers the most likely means through 
which this contribution can be obtained. I feel, therefore, that the United 
States must continue its support of the EDC concept, and must stand ready to 
play a major part in the arming and training of west German contingents when 
the EDC becomes a reality. 

10. CONCLUSION 

In conclusion, it is imperative—from the military standpoint of the security 
of the United States—that we hold our European allies, who provide the man- 
power and industrial capacity which enable us to maintain a favorable potential 
balance of strength. As I have indicated, those Allies are incapable, in the time 
considered to be available, of raising and equipping, unaided, the forces needed 
for a successful defense of that key area. I am convinced that continued mili- 
tary assistance to our European allies is our only acceptable course of action. 

Chairman Curerrrie vp. Thank you very much, General. 

Mr. Vorys, do you care to ask questions / 

Mr. Vorys. General, we are glad to see you back here and to know 
of your new assignment in this. country. You have been all over the 
world and have had military assignments both in the East and the 
West, in Europe and Asia. 

I wondered if you could give us any idea of the connection between 
our military preparations in Asia and those for Europe as reflected 
in this bill that. is now before us ? 

General Riweway. I am very grateful to you, Mr. Vorys, for your 
kind pees reference. 

I shall address myself to your question. I am very much alive to 
the fact that while it has been my privilege to command in the areas 
you cite, and also in the Caribbean, to which I attach great importance, 
in each case I have been concerned with the problems of but a seg- 
ment of the worldwide problems which confront the United States 
Government in the military field. 

I do not yet feel, sir, that I am in a position to make comparisons 
between the military requirements of the major areas of the United 
States interests. I can assure you, though, sir, if at such time as my 
nomination is approved and I actually assume the duties of the new 
post to which I have been so greatly honored in being named, that 
this duty will have first claim on my consideration and effort. 

Mr. Vorys. It may be that in executive session we can go into your 
views with regard to both ends of the world. Perhaps we can develop 
that later today. 

You said in your very fine statement that the equipment which the 
fiscal year 1954 mutual security program will make available to the 
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NATO forces is not only required by them for the defense of Western 
Europe but will materially assist their buildup and substantially 
improve their combat capability. 

In working over these plans, you deal with equipment rather than 
dollars, do you not ¢ 

General Ringway. Very much so, sir. We are not in the costing 
business. 

Mr. Vorys. That is, in considering fiscal year 1954, which is the year 
beginning June 30, you have in mind the equipment that you have 
there now and the additional equipment that you need? Is that not 
the way you go at it ¢ 

General Ringway. That is right, sir, and I would like to emphasize 
very much that those are the major items of equipment, facilities, and 
things of that sort, for units that are either already in being or that 
have been promised by the countries concerned for the period with 
which we are concerned, 

Mr. Vorys. You just now used the word “promise.” 

You mentioned in your statement “force goals agreed to by the 
NATO Council at Paris.” 

Do I understand that there were promises and agreements for force 
goals for both 1953 and 1954? 

General Ringway. No, sir. “Promise” may have been a poor word. 
It pertains only to the 1953 goals. The 1954 goals are provisional 
goals. 

Mr. Vorys. The program presented to us with regard to equipment 
to send to NATO, you feel should be sufficient equipment for both 
1953 and 1954, even though there are no promises over there as to pro- 
viding the forces to use that equipment? 

General Rieway. Yes, sir; because that has been very carefully 
evaluated in a very lengthy process and we feel confident that it is 
not only within the capabilities but is within the firm intention of 
these governments to have those forces ready by the time the equip- 
ment could be made available. 

Mr. Vorys. Would you be willing to give us your estimate as to 
whether we are going to have a European army this year? 

General Rieway. That is pretty much in the speculative field, 

It would be just sheer guesswork on my part because it adlokedd 1 so 
many political factors within the governments concerned. 

Mr. Vorys. Now, would you make the same answer as to the infra- 
structure? I understand that agreement has not been yet arrived 
at as to what the new items of infrastructure are to be in the 3-year 
program ? 

General -Riveway. That is right, sir. We still have to submit an- 
nual programs and those annual programs have to be reviewed, as 
every preceding one has been reviewed, and approved by the Council 
before anything can take place. 

Mr. Vorys. How about this 3-year agreement for infrastructure 
compared with the previous programs we have been used to consider- 
ing? 

General Rmeway. The fundamental difference is that it represents 
an agreement on the part of the governments represented on the Coun- 
cil, in principle, to finance up to a certain limit, providing of course 
that the annual increments involved in that program are presented 
to them and found acceptable. 
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It permits us to act, to a degree which was not possible before, on a 
coordinated, longer-term construction program. 

Mr. Vorys. I do not quite see the difference between the degree with 
which you could make your annual plans as you have been doing, and 
the 3-year proposal. 

What is the difference? 

General Rineway. Well, there was not any assurance before at all, 
sir, that any part of a particular so-called slice or annual increment 
would be approved for financing. 

Now, we do feel very confident that if the program is reasonable 
and well within this figure which has been agreed upon, that it will 
receive the favorable action of the Council. 

It does not mean to us that this total sum up to which the Council 
has agreed to finance is going to be split into three equal segments 
by any means. 

It probably would not be in our recommendation. 

Mr. Vorys. Thank you, Mr. Chairman. I have many questions, but 
we have many members. 

Chairman Currerrtevp. Mr. Battle. 

Mr. Barrie. Thank you, Mr. Chairman. 

It is good to see you again, General Ridgway. 

General Rineway. It is good to see you, sir. 

Mr. Barrie. I would like to take this opportunity to compliment 
you on the fine job you have done both in Europe and in the East. 

I would like to make further reference to the European army. 
Unless we are able to achieve a European army in force, including a 
German force, would we not be wasting our effort in the authorization 
for appropriations that we are being called upon to make, at this 
time ¢ 

General Ripeway. That isa very difficult question to speculate upon, 
sir. I can only give my professional military opinion, that the mili- 
tary contribution of West Germany is essential to the achievement 
of our missions. 

We have built great hopes of receiving that military contribution 
and I can only say that I personally believe it will ultimately be 
made, Just when, I do not know, sir. 

Mr. Barrie. I am concerned about the cutdown in our goals in 
NATO and also our United States military effort. 

Do you think we have reached a point of safety where we can afford 
to reduce these goals? 

Would it not be better to leave our goals high and make an effort 
to attain them ? 

General Ripeway. The computation of those annual goals is a very 
complex thing, as I am sure you know. A great deal of painstaking 
and honest effort goes into those. 

I think the goals that have been set forth are very, very much a 
minimum and I think any reduction whatever in those goals would 
be an unwise step. 

Mr. Barrie. Do you think that a military victory in Korea is 
necessary before we can bring about a general overall peace in the 
world? 

General Reway. With your permission and that of the chairman, 
I would rather not answer that because it takes me into the field in 
which I do not belong, the political field. 
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Mr. Barrie. Perhaps you would rather answer in executive session, 
or would you care to elaborate now about the forces that are lined 
up against us in Europe at the present time, compared to our ability 
to stop them ¢ 

General Ripeway. I would be very glad to go into anything with 
the committee in the executive session, sir. 

Mr. Barrie. You would rather not elaborate on it now? 

General Ripeway. Yes, sir. 

Chairman CurrerrieLp. Mrs. Bolton. 

Mrs. Bouron. I have no questions, thank you, Mr. Chairman. 

Chairman Currerrievp. Mr. Zablocki. 

Mr. Zasiocxki. I too congratulate you upon your accomplishments. 

General Ripeway. Thank you, Mr. Zablocki. 

Mr. Zasxiocki. I will defer my questioning until the executive 
session. 

Chairman Cmrrerrreip. Mr. Smith. 

Mr. Smirn. General Ridgway, it is a pleasure to see you again. 

At this time I want to take the opportunity to thank you for the 
courtesies you extended when our study mission was in Europe in 
April. 

General Rineway. Thank you, sir. 

May I say, sir; that we got a tremendous lift out of the presence of 
your committeemen there at our headquarters upon that occasion. 

Mr. Smirn. I am assuming at the recent NATO Council meeting 
in Paris, that you concurred in the decision as to stretching out this 
military effort? 

General Rineway. No, sir; that would not reflect my thinking or 
describe my actions. I was not asked to concur in the Council action, 
of course, because I submit my recommendations, Mr. Smith, through 
my military superiors in the NATO military chain of command— 
that is through the standing group of the Military Committee—and 
hence the recommendations that go to the Council are those of the 
Military Committee. 

Mr. Smiru. Has there been the feeling of the other nations in the 
NATO organization that we have been pressing them too much from 
the military standpoint, to a point where they cannot carry an in- 
creased load ? 

General Rineway. I do not get that impression, sir. There are cer- 
tain people who do, but I would not attach great importance to it. 

Mr. Smiru. Do you think there is a sense of concern or ur gency on 
the part of the people that this job must be done, General ? 

General Rineway. I find in my travels through the NATO coun- 
tries, sir, an unquestioned acceptance of our objective to be achieved 
by a common, collective effort. I do not find any disagreement in any 
quarter as to the nature of the capabilities of the potential aggressor. 
The differences of opinion all derive from various estimates of what 
their intentions are. On our part as military commanders, that is a 
recognized responsibility of civil authorities. We simply feel that we 
must deal with realities and those realities are the capabilities as set 
forth in authoritative intelligence estimates. 

Mr. Smiru. I notice in your statement that you believe and you are 
convinced, are you not, that it is essential that Germany make a con- 
tribution to the defense of Europe. 
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General Rineway. I do, indeed, sir: very emphatically. 

Mr. Samiru. Do you think that is an objective that can be achieved 
in view of the conflicting national interests ¢ 

General Riweway. I do, sir. It is an exceedingly difficult problem, 
but I believe it can be achieved. 

Mr. Sairn. I have more questions that I want to ask, General, 
but I want to ask them in executive session. 

Thank you, very much. 

Chairman CutrerrieLD. Mr. Burleson. 

Mr. Bururson. Thank you, Mr. Chairman. 

May I simply join other members of this committee in expressing 
appreciation to you, General, for your presence here this morning. 

General Ripeway. Thank you very much. 

Chairman Cuirrerrirenp. Mr. Fulton. 

Mr. Fuuton. I likewise welcome you and say we are glad to have 
you back. We have had confidence in your work in SHAPE 
headquarters. 

if you will refer to page 4 of your statement, the bottom paragraph, 
I would like to call your attention to the number of divisions in the 
Soviet and their air forces. 

That statement says: 

The Soviet Army mounts 175 army divisions, the Soviet Air Force has over 
20,000 frontline aircraft with a large aircraft reserve. 


I was on the committee in 1947 when the interim aid bill was before 
this committee. Those were the exact figures of the size of the Russian 
forces at that time. 

You are giving us these figures publicly for the first time that then 
indicates to me that there has been no substantial buildup in Soviet 


Army divisions nor in frontline aircraft from 1947 to 1953, is that 
correct ¢ 

General Ringway. My information is that it is, sir. 

Mr. Fuuron. If the buildup has not been in numbers, what kind 
of a buildup has there been? Has it been in modernization, in better 
equipment and newer weapons? 

General Rineway. It has been just in those things that you men- 
tioned, sir. There has also been some very great improvement but 
one difficult to evaluate in combat effectiveness, in the training field. 
There has been an intensive effort in the ground forces to replace 
older equipment with more modern. There has been in the air forces 
a great effort to replace obsolescent types with the most modern jet 
types. 

There continues to be an intensive training effort in the Soviet 
ground forces. All of those add up to our estimate of a substantial 
increase in combat effectiveness with no increase numerically in the 
numbers. 

Mr. Fvuvron. With the continuation of this force in being, we are 
not faced with greatly increased forces but just a continuing force, 
is that right? 

General Ripeway. That is right. 

Mr. Fuvron. With your help and the help General Eisenhower gave 
in Europe, we are now proportionately in a much better position in 
the case of the use of any force or any attack on Europe that might 
be made. 
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General Rineway. We are, sir. 

The point I would like to stress, sir, is this: While I think beyond 
any question that the power ratio in combat effectiveness—in other 
words, between our defensive strength and his offensive capability- 
over the period which you are discussing, has been in our favor, I 
would like to point out that at the beginning of that period we were 
almost defenseless in Western Europe. While we have increased our 
scrength many times on a mathematical basis, and therefore have sub- 
stantially altered the power ratio in a favorable direction, we are 
still very much under a very serious threat. 

Mr. Futron. But with the encouragement of the European people 
and their increased feeling of security and increased living standards 
we are well along the road toward secur ity? 

General Ripeway. We have made great progress; yes, sir. 

Mr. Furron. My final point is this: In the news dispatches the he: E 
of the Yugoslav state has remarked on the disposition of troops i 
the satellite countries behind the Iron Curtain in reference to the 
Yugoslav border. The statements have been that there were unusual 
dispositions of troops in those satellite countries which in some way 
might cause a change in position in Yugoslavia’s position, as to 
security. 

From as much as you have said here, I see no new change in the 
approaches to Europe by Russia, nor by the satellites. I would like 
to have your comment on just what that situation might be in respect 
to these news reports. 

General Ripeway. Nor do I, sir. I see no significant increase due 
to the location of those forces. I am glad you mentioned the forces 
themselves, though, sir, because in connection with the static situation 
numerically of the Russian major units, there has been this very great 
buildup of ‘the ground forces of these : aptive nations, and also in their 
air forces. Those divisions have increased in numbers as I have said 
and their training has been undergoing a progressive and correspond 
ing increase, too. Their air forces have received substantial numbers 
of Russia’s most modern aircraft. 

Mr. Fuuron. As you will recall, President Eisenhower said we 
were looking for deeds as well as words to find out whether the Russian 
peace offensive was sincere. 

Do you have any evidence which has come to you during these past 
30 days, that there are any deeds which would in any way throw any 
light on the question of sincerity or lack of sincerity by the Russian 
Government? Has any come to your notice? 

General Rineway. None, sir. 

Mr. Furron. So far as you know the situation has remained the 
same in the last 30 days. 

General Riweway. The military threat based on capabilities is un 
changed in my opinion. 

Mr. Fuuron. And there has been no affirmative action by deed, by 
the Russian Government or any satellite which would change the 
words of its peace offer to this date? 

General Ripeway. None, sir, in my opinion. 

Mr. Fuuron. Thank you very much, sir. 

Chairman CurrerrreLp. Mr. Hays 

Mr. Hays. General, as I understand it, several factors have entered 
into the caleulations, one of them being the maximum protection for 
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our own troops that are already committed. In other words, we might, 
if aid is not continued, find ourselves in relation to Soviet power, where 
we would have to make decisions with reference to exposure of our 
own men. 

That is a consideration, is it not? 

General Ripeway. A very definite and positive consideration; 
yes, sir. 

Mr. Hays. And as I understand your statement you are urging this 
full aid partly because the very safety of our troops is already 
involved ? 

General Rineway. It is very definitely, sir. 

Of course, our basic undertaking, if I understand it correctly, was 
to stand with our allies in the NA10 organization. We could not do 
this alone; our success depends upon the collective effort of all. Our 
assistance to the other members is absolutely essential. 

Mr. Hays. Are we not in just that position where we are no longer 
able, considering the potential threat and the capabilities of a potential 
enemy, to make ‘decisions unrelated to those of our allies. 

General Rineway. I thoroughly agree with that, sir. 

Mr. Hays. Now, as I understand you, too, we have reached the place 
in which it is fair to say that the strength of our allies is largely deter- 
mined by the aid we can give at this stage. I do not mean exclusively, 
but largely. 

General Rineway. I think that is a fair statement, sir; largely. 

Mr. Hays. And that a unit of aid from us is multiplied in this 
present situation ? 

General Ripeway. Yes, sir. 

Mr. Hays. As I recall General Marshall’s statement about 2 years 


ago he spoke of s penis items, like a French bazooka to the effort that 


the French could make it for much less. We have any number of 
illustrations of that, do we not, General ? 

General Rmeway. Yes, sir. 

Mr. Hays. You approve of offshore procurement and you approve 
of aid that gives us perhaps 2 to 1, through European standards, the 
strength we would get if we were doing the job alone on American 
standards ¢ 

General Rineway. Yes, sir; I think offshore procurement is a very 
vital element in this great effort we are making. Certainly it multi- 
plies the return you get from the dollars you spend. It puts the 
actual hardware in the hands of the using services more quickly, it 
builds up a vital munitions production base over there which is a very 
great factor in view of the submarine menace and in the initial stages 
of a war; it proides those countries with dollars they might not other- 
wise acquire ; and it has various other political and economic benefits. 

Mr. Hays. General, let me say we always appreciate the meticulous 
regard that our American military leaders show for avoiding state- 
ments that have implications outside the military field. That is, of 
course, consistent with our American tradition and, if this does not 
seem patronizing, I want to say that I appreciate your obvious regard 
for that fact. I hope we can do the same thing on our side because, 
if Congress were making strictly military decisions, we would have 
something i in reverse that would be just as bad. 

I believe that your reference to the moral resources of the West are 
consistent with that tradition. I appreciated that reference. 
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As I understood your reply to Mr. Smith, it is that there is an 
improvement in the morale of free Europe. 

General Riveway. Very definitely; yes, sir. 

Mr. Hays. And that has definite military implications. 

General Rmeway. Of the most far-reaching character; yes, sir. 

The troops of no nation are going to fight effectively, i in my opinion, 
unless they are sustained by the people from which they come. How- 
ever well trained and well led and well supplied and equipped they 
may be at the outset, if it is a long, hard struggle, their tenacity in 
battle is going to be directly affected by the support, morale, and spirit- 
ual support they derive from their own men, women, and children back 
home. 

Mr. Hays. I have been in Europe only three times in the course of 
my service in the Congress, but my observation has been that if the 
American people could have an intimate view that visitors to Europe 
have, particularly Members of Congress and our military leaders, that 
we would see something besides these surface signs and we would see 
a devotion to the thing that we are defending on our allies’ part to 
which we must not be indifferent. 

General Rineway. I certainly concur in that. 

Chairman CurrerrreLp. Mr. Javits—— 

Mr. Javits. I join my colleagues in welcoming you here and remem- 
ber the excellent reception I had in your headquarters last fall. 

General, I think we have to be specific here since we have specific 
problems. 

Do you believe the administration ought to get the $2,534,323,000 
it is asking for NATO for military purposes ? 

General Riweway. I will be just as specific as I possibly can, sir, 
and where I am not I would beg you and the chairman and the mem- 
bers of this committee to appreciate that it is no lack of a desire to 
give you a precise answer, but because, for the reasons stated, it is not 
possible. 

I am not at all in the costing business. I am not in a position to 
say that a particular number of dollars is required to meet what I 
regard as a vital requirement. 

What we do, sir, is this. In the light of the threat, which in turn 
is based upon an authoritative intelligence estimate furnished us, and 
in the light of the job we are told to do, we seek to make as honest, as 
objective and as accurate a military assessment of the requirements to 
do that job in the face of that threat as it is possible for us to do in the 
light of the best judgment God gave us. 

I have submitted my recommendations for the requirements. The 
responsible officials of great competence who have accepted those re- 

uirements have converted them from ships, aircraft, tanks, and 
t ne of that sort, into dollars, and it is my understanding that that 
number of dollars is the financial expression of what our equipment 
requirements are. 

Mr. Javirs. In other words, your recommendation has not been 
overruled, cut, or detracted from ? 

General Ripeway. Not so far as I know, sir. 

Mr. Javirs. Is the same true with respect to the item set forth for 
defense payments as far as they go to Europe? That is the new pro- 
gram in lieu of economic defense aid. 

General Rineway. Yes, sir; I would say so, as far as we know. 
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Mr. Javrrs. So far as we know. the figures we have before us on 
both items are your recommendations / 

General Ripeway. Yes, sir. 

Mr. Javirs. As great a military leader as you are, do you believ: 
that the American people ought to meet this NATO bill out of their 
present resources, with all the other calls on them—nevertheless do 
you consider this vital enough for them so that they ought to meet it 
even with a large Federal debt ¢ 

General Ringway. Really it is beyond my competence because I do 
not know what the other requirements are. I say with the utmost 
emphasis and earnest conviction that I regard our requirements, which 
in financial terms are represented by the figure you state in this bill 
as essential to the security of the United States. 

Mr. Javirs. Now, General, I notice that you say at page 6 of your 
statement, “We have an emergency or availabilities plan.” 

I gather that that means using the old boxing addage, we will hit 
them from wherever we are, and we are at a certain point now. 

Now, do you believe, General, and this is something that is incipient 
in much of the argument that has been heard here against this pro- 
gram, do you believe we should go ahead and supply this materiel and 
do all the jobs we are doing with respect to training without fear that 
the materiel will fall to the Russians? 

In other words, that the only purpose for which the materiel sup- 
plied under this program is going to be used in your view, right on 
the ground, is for a planned defense using the term employed in your 
statement against the threat from the East if it comes in a military 


way. 
General Ripeway. I do, sir, without reservation. I would not sub- 


mit such a recommendation if I did not believe in it. 

Mr. Javirs. General, I do not know whether you can advance an 
opinion on this but there has been a good deal of discussion about the 
fact that this program has a good deal of money previously appropri- 
ated and unspent; and therefore that it can perhaps get by without 
any new money. ‘That may be a bookkeeping thing or it may be that 
you do have an opinion about it. 

Have you looked into that at all? 

General Ringway. No, sir, that has not been my responsibility. 
have heard a good deal of discussion on that. 

One aspect of it I think is worth my mentioning. As I understand 
the problem, which is the problem of the authorities here in Washing- 
ton and not those in Europe, many of these items are long lead- time 
items. In order to be authorized to place or execute a contract you 
must have the authority that the funds have been appropriated. 

Now as to when they are spent, I understand they are not spent until 
deliveries are taken. I could not answer your question adequately as 
to that. 

Mr. Javirs. I have one other question, General. JI notice you con- 
fined yourself in assessing Soviet capabilities to the military. 

Now, I have some figures which indicate that the Russians have 
doubled their production of coal since 1940; that they have practically 
doubled their production of steel; that they have materially increased 
oil preduction; that they have had enormous increases—about two and 
a half times—in electric power generation. All of this has been since 
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Does that have any influence on your assessment of Soviet military 
capabilities ¢ 

General Riweway. It has a very definite effect, sir. It does not enter 
so much into our assessments there because our assessments are rather 
based on the authoritative intelligence estimates furnished by our own 
Government and by other NATO governments, but certainly the very 
marked increase to which you refer in coal, oil, and steel, greatly in- 
creases his war potential. 

Chairman Cuirerrietp. Mr. Harrison—— 

Mr. Harrison. General, I want to join Mr, Smith in thanking you 
for all the courtesies you and your staff extended us on our expe dition. 

General Rmeway. Thank you, very much. 

Mr. Harrison. I notice on page 7 of your statement the statement 
that airpower is still the weakest link in our defense. 

On page 8: 

Our air forces, today, are still inadequate to carry out their assigned tasks. 

Here on page 13: 

We are still gravely short of airpower. 

Now, in view of those statements and considering them entirely from 
the military viewpoint, do you recommend that a cut of some $3.6 
billion in planned appropriations for airplane procurement in the 
next fiscal year is good? 

General Rineway. I am not sure I understood your question. Did 
you say did I recommend that? 

Mr. Harrison. Do you recommend it? 

General Rineway. I can only say this again, sir, that it is not my 
responsibility to compute costs. 

Mr. Harrison. I did not ask for your economic opinion but the 
military viewpoint. 

General Rtpeway. From the military point of view I would regard 
any substantial reduction from the requirements that we have sub- 
mitted as adverse to the interests of the United States. 

Mr. Harrison. Thank you. 

Chairman Currerrietp. Mr. LeCompte 

Mr. LeCompre. Thank you, Mr. Chairman. 

Chairman Cureerrrecp, Mr. Radwan 

Mr. Rapwan. General, I want to join my colleagues in welcoming 
you back and extending to you our compliments. You have the dis- 
tinction of succeeding in the past 2 great 5-star generals. I know 
that you have not come back here to fade aw ay or to run for Presi- 
dent, but I do want to take this opportunity to wish you well and 
Godspeed in your new assignment. 

No questions. 

Chairman Currerrirevp. Mrs. Church 

Mrs. Cuurcu. General, I, too, would like to express my gratitude. 

General, I would like to add this: I think our joy in your new 
assignment comes also because we have seen what you have ac- 
complished and know for what you stand. 

[ would like to ask two brief questions: Do you think that the 
other NATO countries are doing all within their capacity to carry 
their share of the load ¢ 

33064—53——27 





412 MUTUAL SECURITY ACT EXTENSION 


General Rineway. I would be glad to try to answer that now, Mrs, 
Church, and in this way: It is, of course, a complex question and it 
varies very greatly from country to country. 

It is my considered opinion that, in general, the NATO nations in 
Europe are making a very great effort. 

Now, whether in a particular case that effort can be increased, in 
great part hinges on the realities of political feasibility as well as 
the economic c apabilities. Of course, no soldier is in a position to pass 
judgment on each of those, but in general I would say in each of the 
countries over there they are making a very great effort and that the 
peoples are shouldering a very great ‘burden. 

Mrs. Cuurcu. Do you think that the people themselves have an 
understanding of the danger? 

General Riweway. I think they have a great sense of the possibili- 
ties. As to the imminence, that is a little bit different aspect of it 
because we do not see now at the moment—and I am confining myself 
solely to the military—we do not see indications of imminent hostili- 
ties. There is one great trouble that I hope I make clear any time 
I appear before committees of the Congress, or if I speak to any seg- 
ment of the United States people. If you judge wrong on this time 
factor—if it does not appear imminent ‘today, and you have not built 
your defenses to that minimum level which gives you reasonable 
security within your economic capacity, but then the ‘thing erupts— 
you stand to lose everything for which you strive, and everything 
that you have put in up to date becomes a sterile sacrifice. 

Mrs. Cuurcn. Do you see a time within the foreseeable future when 
we can anticipate the withdrawal of American troops from Europe ! 

General Rmeway. I see, Mrs. Church, a time within the reasonably 
near future when there should be a very marked reduction in the 
amount of assistance that the American people are called upon to 
provide. 

As to actual withdrawal, that would connote the attairiment by the 
Suropean people of a complete capacity for self-defense, unaided. 

I would think that is a considerable time in the future. 

Mrs. Cuurcu. And you would think, I suppose, that the ultimate 
withdrawal would de] vend upon the suecess of the European defense 
community ¢ 

General Ripeway. I would, indeed, and I think that the German 
contributions now being considered can hasten that date substantially. 

Mrs. Crourcu. Thank you. 

Chairman Cureerrrevp. Mr. Adair 

Mr. Apvarr. Mr. Chairman and General Ridgway, you have made it 
abundantly clear that these goals which have been established are the 
goals of a military man. In reaching those goals, were the economic 
capabilities of this countr vy taken into acc ount to any extent? 

General Rieway. I would have complete confidence that they had 
been because they were subjected to the most careful serutiny by 
every element of the executive branch of the Government and I be- 
lieve now they are going to be subjected to your very thorough scrutiny 
in the legislative branch. 

Mr. Aparr. The goals which you submitted were primarily, again 
I say, and almost exclusively, those of a military man. 

General Rrncway. Yes, sir, but they by no means ignored the other 
factors. 
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For instance during a very early stagy of the computation of those 
requirements, our MAAG’s, our Milit: ary Assistance Advisory Groups 
in each country—and there is one in each of these NATO 
couliahaien.-erertesne in close collaboration with the military authori- 
ties, and to a certain extent the civil authorities, the ministers of de- 
fense of those countries—seek to the extent that those particular gov- 
ernments make the information available to them, to learn what that 
government’s program 1s, and what its economic capability of sustain- 
ing that or a greater program is, so the factor comes into it from the 
very beginning. 

I would like to say to this committee that I and my commanders are 
acutely alive to the great political, financial, and social factors which 
are all inextricably intermingled in this problem of computing mili- 
tary buildup requirements. 

All we say is that we believe political authorities want from us an 
honest, professional, military opinion, based on military considera- 
tions, and that is our unchanging objective. 

It does not mean for one moment that we are not conscious of these 
inseparable things in this great, complex problem. 

Chairman CHIPERFIELD. Mr, Prouty—— 

Mr. Proury. I am delighted to see you, General. 

General Ripeway. Thank you, sir. 

Mr. Proury. Some Americans seem to feel that the MSA program 
consirtutes a huge charitable enterprise which is being underwritten 
by the American 1 people. In other words, they believe it does not con 
tribute to the maintenance of our own national security. You have 
indicated very definitely that you do not share that cone lusion. 

General Reway. That is true, sir, very definitely. 

Mr. Proury. Should we assume that if Western Europe were con- 
quered by the Russians, our defense effort would have to be increased 
substantially ¢ 

General Ringway. I am afraid I lost a little bit of your question. 

Mr. Proury. If Western Europe were overrun by Russia, would 
that not make it necessary for us to increase our defense efforts in 
this country tremendously ? 

General Ringway. The peril would be enormously greater, sir, and 
I would think that the American poops would instantly respond to 
such an increase in peril and that it would certainly result in a great 
increase in financial outlay. 

Mr. Proury. It would cost us a great deal more money than we are 
called upon to appropriate at the present time. 

General Ringway. Indeed, it would, sir. 

Mr. Proury. Getting back to a question Mrs. Church asked you rel- 
ative to contributions by the other NATO countries, is it not true 
that in terms of gross national product the contributions being made 
by some of the NATO countries are approximately equal to ours? 

General Ripeway. That is my understanding, yes, sir. 

Chairman Currerrietp. Mr. Bentley 

Mr, Bentiey. Thank you, Mr. Chairman. 

General, I would like to concur in the well-deserved compliments 
and congratulations that my colleagues have sent your way this 
morning. 

Did I understand in your answers to Mrs. Church that the point, 
if it ever can be reached, at which time the NATO countries will be 
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able to defend themselves without assistance from us, is not yet in 
sight ? 

General Ripeway. That is right, sir. 

Mr. Bentiey. Now, referring to the Soviet forces which face the 
NATO forces in Europe. We have heard a great deal about the Rus 
sian propaganda to the effect that these forces are primarily for the 
defense of the Soviet Union. 

Would you care to comment at this time on the Soviet forces from 
the standpoint of offensive or defensive capabilities ? 

General Ripeway. Well, it isa pretty big undertaking, Mr. Bentley 
Unquestionably they have a very great offensive capability and de 
fensive capability, too. In other words, if there were any offensive 
threat to Russia—which is completely nonexistent because we are the 
only people in the world capable of mounting such an offensive threat 
to them and it is unthinkable to the western democracies that they 
would deliberately precipitate any such operation—the forces Russia 
now has, together with the captive nations’ forces, provide a very great 
defensive depth there and great defensive potential. Due to their 
deployment and other factors of which I know you are well aware, 
these give her a very great offensive capability, too. 

I think the thing that deserves continuing emphasis is that this 
threat, this peril of which we speak, is a combination of two things. 
It is a combination of a machine in existence with great capabilities, 
great potentialities, and a demonstrated pattern of willingness to use 
it for aggressive purposes whenever it suits the state’s policies. 

That is what makes the threat. 

Mr. Bentitey. Would you care to comment at this time upon the 
continuing necessity for American economic aid to the NATO coun- 
tries. 

General Rineway. That is pretty much out of my line, sir. 

Mr. Bentiey. I have one more question, then: There has been talk 
of the possible incorporation, either in whole or in part, of the MSA 
program directly into the State Department. Would you care to com- 
ment on that ? 

General Rmeway. No, sir; I do not believe I should comment on 
that. In the first place, I am not competent to do it, and, in the second 
place, it is beyond the scope of my authority. 

Mr. Bentiey. Thank you, General. 

I will reserve my other questions until the executive session. 

Mr. Vorys. General, this follows the question Mr. Bentley asked: 
In your very fine statement you referred to this threat as a combina- 
tion of a “capability and a clearly established pattern of aggression.” 
Then you went on to say that leads us to the necessity of taking lines 
of action to meet this threat. 

I wish you would develop a little bit more that clearly established 
pattern of aggression from a military standpoint. You may assume 
that we all know something that we do not know. 

What do you mean by a clearly established pattern of aggression 
which does go into not merely the matter of capability but something 
beyond that? 

General Rineway. There have been a series of events, sir, the his- 
tory since the close of World War II. The absorption of the Baltic 
States; the subversion of the Czechoslovakian Government; the vari- 
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ous purges; the potential aggression against Iran, which, in my opin 
ion, was reversed by the efforts and the force of world opinion which 
was focused upon that situation by the United Nations; the overt 
aggression to take Greece, which was stopped in large measure by the 
United States initiative and effort and determination; the very clear 
and manifest support of the Korean aggression by the Soviet Govern- 
ment in the form of military products furnished and training mis- 
sions, and the related political connections which are very clear. 

Those are the things in general, sir, that I had in mind when I said 
a clear-cut pattern of aggression. 

Mr. Vorys. But throughout this period they have not used this force 
which they have built up and held static at 175 divisions—the pattern 
of aggresion has not been to use this force which clearly could have 
overrun Europe in 1947 yr 1948, we'll say. Is the deterrent the 
A-bomb ¢ 

General Riweway. In great part, sir, in my opinion it is. But, of 
course, this great military force, even though it has been static 
numerically, has by its mere existence constituted a tremendous threat, 
a coercive, blackmail threat. There has never been any hesitation in 
using it with respect to what we call the captive nations and it is 
there today to be used again. 

I doubt very much—I may be straying into the political field and 
a speculative political field, too—if any of these aggressive accom- 
plishments would have come to fruition had the Soviet Government, 
for instance, withdrawn its military forces deep within Russia and 
demobilized to anything like the extent we did after World War II. 
It has been the fact of these forces in being which has permitted many 
of these things to have been accomplished without direct military at- 
tack. It stands to reason that so long as the Soviet Government can 
achieve these results without the resort to armed force and without 
the terrible uncertainties of precipitating a world war, it is in their 
interests to do so. 

Mr. Vorys. Now one more military question: As a military matter, 
what would you say as to the capabilities of defense of the continental 
United States if Europe were overrun by the Soviets to the extent 
which, say, China has been ? 

What would be our military problem of defense considering the 
military capabilities and the established policy of aggression of the 
Communists ¢ 

General Rineway. I think that if, God forbid, we should be thrown 
back on our own shores here and then subjected to an all-out attack 
within our own continent, the cost to our people in money and in life 
would be enormously greater. 

Therefore, I think any deliberate acceptance of any such concept 
would in its ultimate analysis be a resort to taking counsel of fear. 

Mr. Vorys. Thank you. 

Chairman Curperrretp. Mr. Battle. 

Mr. Barttx. From the point of view of weakening the enemy do 
you think we should endeavor to have our allies cut off all trade be- 
tween themselves and the Soviet bloc ? 

We have had a policy of cutting off strategic materials and stopping 
military supplies. So far as we know, no country receiving our aid 
has shipped any goods that are classified as war materials, 





416 MUTUAL SECURITY ACT EXTENSION 


Also, we have made a great deal of progress in stopping strategic 
items from flowing behind the Iron Curtain, but not enough. 

Then the question arises as to whether or not it would weaken the 
military effort of our enemies if we adopted the policy of getting our 
allies to cut off all trade, the shipment of all materials, even non- 
strategic materials? 

General Rineway. That is a broad question in a field which is not 
my own, sir. 

“My opinion would be—quite apart from the feasibility of it, as to 
whether it could or could not be done—that if it were done, it would 
certainly have a weakening effect. 

However, we are here dealing with the two great land powers of 
the world, the Soviet Union and Communist China, on a compact, 
homogenous mass. 

I suspect it would be presumptuous on my part—I am certainly no 
economist—to say how great an effect that could have on those two 
countries. 

I think that they are self-sufficient to a degree which, having in 
mind their standard of living as well as other factors, to my mind 
would make that a matter of question. 

Mr. Barrie. Getting the job done, of course, and the enforcement 
problems would be terrific, but would not it be helpful if we could stop 
the shipments of cottons, medicines, and things like that to China? 

General Rmeway. It would certainly have an effect, sir. 

Mr. Barrie. Do you believe then that we should adopt a policy of 
trving to cut off shipments of materials that go behind the Iron 
Curtain from the West just as far down the list. as possible ? 

General Rineway. I certainly agree thoroughly on everything 
classified as strategic materials. I do not feel in all honesty that my 
opinion would be worthwhile on the question of cutting off all trade. 

Chairman Currerrtecp. Mr. Harrison. 

Mr. Harrison. I asked you a moment ago about your military 
judgment on the effect of stopping $3.6 billion in airplane procure- 
ment. You answered that you thought from the military viewpoint 
it would be very—I forget your exact words, but that it Would be 
very unfortunate, or words to that effect. 

If there was any reduction in the procurement “we recommended,” 
I think you said. 

Now, who are you talking about when you say “we recommend”? 

General Rineway. The Allied Command, Europe. 

Mr. Harrtson. Are you familiar with the recommendations of the 
Joint Chiefs of Staff for the procurement for the United States 
Air Force? 

General Rmeway. No; I am not, sir. 

Mr. Harrison. You are not familiar with that? 

General Ripeway. No; I am not. 

Mr. Harrison. Of course, any substantial reduction in the procure- 
ment recommended by our Joint Chiefs of Staff would necessarily 
affect what SHAPE would get in its procurement needs; is that 
right? 

‘General Rinaway. I would think SO, yes, sir. 

Mr. Harrison. And therefore, am I correct in say ing that your 
military judgment is that any substantial reduction in plans for air- 
plane procurement would not be wise militarily ? 





MUTUAL SECURITY ACT EXTENSION 


General Ripeway. I can only make my answer from the basis of my 
own responsibilities, sir. 

If those reductions resulted in a reduction of what I had recom- 
mended as our minimum requirements, then I would deplore seeing 
that reduction made because our recommendations are as honest and 
as objective as we can make them. 

Mr. Harrison. Of course the recommendations of the Joint Chiefs 
of Staff were based on that? 

General Ringway. The recommendations of the Joint Chiefs of 
Staff—and I regret I am not familiar with them at the moment—~ 
undoubtedly took the whole United States worldwide picture into 
account, whereas my recommendations just centered on my responsi- 
bilities as Allied Commander in Europe. 

Mr. Harrison. And if there was a substantial reduction in their 
recommendation it would mean a reduction in yours? 

General Rineway. I would think it would, yes, sir. 

Chairman Currerrtetp. Mr. Bentley. 

Mr. Bentiey. At the bottom of page 2, you say, “In war, the mili- 
tary mission given was to defend NATO’s European territories.” 

Do I understand from that statement that the defensive mission 
Wi ; limited strictly to the NATO territories in Europe? 

General Rieway. That is right. 

Mr. Bentiey. Thank you. 

Chairman Currerrietp. Thank you very much, General. 

The committee will adjourn until this afternoon at 2:30. 

(Whereupon, at 11:55 a. m., the committee adjourned to reconvene 
at 2:30 p. m., the same day.) 
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AFTERNOON SESSION 


The committee met in executive session, pursuant to call, in room 
G-3, United States Capitol, at 2: 40 p. m., Hon. Robert B. Chiperfield, 
chairman, presiding. 

Chairman CutrrrrieLp. The committee will come to order. 

General Ridgway we appreciate your frankness this morning. It 
may be that some of the members will want you to answer some 
questions. 

Mr. Vorys 

Mr. Vorys. General, I was reviewing General Handy’s statement 
over the noon hour and he mentions on page 6 other items, such as 
food, clothing, medical supplies, motor fuels and lubricants should be 
furnished only under special circumstances. 

Last year we attempted to find out whether there was any such thing 
as food and clothing supplies and we were told no, that except for 
clothes like fire-fighting clothes, there were no clothes at all. 

I cannot understand any special circumstances where we would 
be furnishing food and clothing. 


STATEMENT OF GEN. MATTHEW B. RIDGWAY, SUPREME ALLIED 
COMMANDER, EUROPE; COMMANDER IN CHIEF, UNITED STATES 
FORCES, EUROPE 


General Riweway. Nor to my knowledge either, Mr. Vorys. 

I would like to check with my officers, if I may, after making one 
remark, here. We do supply individual flying equipment, a specially 
constructed flying helmet and 2 or 3 items like that, but other than 
that I am not aware of any items of food or clothing. 


STATEMENT OF BRIG. GEN. JOHN J. O'HARA, DEPUTY DIRECTOR, 
MILITARY ASSISTANCE DIVISION, HEADQUARTERS, UNITED 
STATES EUROPEAN COMMAND 


General O’Hara. With the exception of Greece and Turkey, where 
until very recently, because of the economic situation in Turkey, and 
because of the guerrilla warfare that was going on in Greece, we have 
supplied some other items of this sort. 

The Greeks, for example, had no shoes. We did give them some 
shoes but it was not successful in that case because their instep is 
made differently from ours and they could not wear the shoes after we 
gave them to them and they did not use them. 

419 
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There are instances particularly in those two countries where we 
have been more lenient in supplying such items than we have in other 
NATO countries. Other than the items the general has mentioned, 
there have been no instances in other European countries to my knowl- 
edge. 

Mr. Vorys. None at all? 

General O’Hara. That is right. 

Mr. Vorys. Another question I want to ask. Of the 26,000 trainees 
some 10,000 are air force people who are in training. 

Do we put them through the whole thing, primary, basic, and so 
forth ? 

General Ripeway. I understand they do, sir. 

Mr. Vorys. Of that 10,000, is that mostly pilot training? It prob- 
ably wouid not be mostly pilot training because they do not have that 
number of planes. 

General O'Hara. The 10,000 includes a great many individuals 
other than pilots. We have brought some people back to put them 
through mechanics training, both engine and aircraft, electronic train- 
ing on maintenance and supply of electronic items, and on operations 
of very complicated electronic equipment. 

I do not have the figures on exactly how many of those are pilots. 
I am sure it can be provided. 

( Discussion off the record.) 

Mr. Vorys. In any such great number as that, I would think that 
just offhand that would include all the pilots there are ? 

General O’Hara. No, sir; that is not true. 

Mr. Vorys. Do they have their own pilot training program to boot? 

General O’Hara. Yes, sir. We are only training them after they 
have done as much as they can to train their own people. In certain 
instances we are providing a nucleus of personnel to try to bring up 
their standards, such as in the case of Italy. 

General Riweway. I might say that is a major problem which has 
concerned me greatly for some time. 

We can see at an early date the sharp dropping off of the curve of 
United States pilot training. To provide a substitute for that over- 
seas is very difficult. 

(Discussion off the record.) 

General Ripeway. It is better to have them combined into one 
centralized training program which would justify the overhead. 

We have that under very careful study at the present time. We do 
not see a solution to it at present, except to get some of the training 
done over here. The Scandinavian countries present another prob- 
lem in that the weather is so poor most of the time that they cannot 
do the basic flying. 

Mr. Vorys. I should think in general it would be cheaper to train 
pilots—that is something I am mildly familiar with, based on ancient 
procedures in World War I, but I should think it would be cheaper 
to train pilots or to have some training schools and train them over 
there, than to bring them over here. 

General Ripewar. It would, and that is what we are trying to 
establish. 

France, for instance, carries on pilot training in French Morocco. 

Chairman Curperrievp. I believe the General has a statement he 
would like to read to us. 
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While this is being taken down, General, it never leaves the room. 
The record is kept right here. 

Gyeneral Ringway. Thank you very much, Mr. Chairman. 

If I may, I would like to clear up one point, first 

This morning I touched several times upon my responsibilities with 

spect to force 1 requirements and force goals. 

“In order that the committee may have before it a clear understand- 
ing of what 1 hoped to say, but perhaps did not I would like to, with 
your permission, sir, put a little statement into the record, here, which 
I think would be helpful. 

My primary recommendations to higher authority are the military 
force requirements. They are not tied to a particular year. It is to 
carry out the definite mission assigned to me. These recommenda- 
tions are purely military in nature. The determination of annual 
force goals, now, as distinct from force eae nts, building toward 
these requirements, is carried out in the NATO annual review under 
the Secretary General and with the participation of representatives 
of each country. The United States was represented by Ambassador 
Draper. 

During the annual review my headquarters makes further recom- 
mendations. The overall level of the resources which will be provided 
for defense is determined by higher authority. My headquarters 
recommends priority of effort and composition | of military programs 
to achieve the highest possible levels of effectiveness within the limits 
of the resources arovided. 


It is my further duty, specifically relating to the aid program to 
develop lists of equipment deficiencies. 
Chairman CurperFrieLp. General, they cannot hear down there. Just 


a little louder, please. 

General Rmeway. Excuse me. 

It is my further duty specifically related to the aid program, to 
develop lists of equipment deficiencies in order of priority for forces 
specified by higher United States authority. 

The military end-item component in the present aid bill is intended 
to fill these deficiencies, within the level of funds finally made avail- 
able. 

We Chairman, and members of the committee, with your permis- 
sion I should like to devote this afternoon’s executive session to a 
classified discussion of matters raised in my report to you this morn- 
ing. My intention is to present further information and evaluations 
which may guide your thinking on our vast problems of defense. 

I speak to you as I did this morning, both as SACEUR and as 
commander in chief of United States forces in Europe. 

What I have to say does not alter my premises or conclusions of the 
morning session, but will give you the classified documentation and 
bac kground and ‘the reasons behind my major observations. 

First of all, the Soviet threat: You will recall I mentioned this 
morning that the U.S. S. R., itself, has some 175 to 180 army divisions, 
and an airarm of some 20,000 aircraft. 

(Discussion off the record.) 

General Riwcway. While the number of divisions in the Soviet 
Army has remained the same since the end of the war, their combat 
effectiveness has been considerably improved. The troops are well led, 
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well trained, and well disciplined. Soviet equipment is considered 
adequate both qualitatively and quantitatively. 

(Discussion off the record.) 

General Ripeway. This is the threat which I and my princip 
commanders must be prepared to meet. It is an essential element j 
the development of our plans, both our availabilities plans and our 
requirements plans. 

The requirements plans are the source of the determinations of re- 
quirements in terms of divisions, ships, aircraft, and supply. 

As I indicated this morning, the military estimate of the mininum 
requirements to meet the threat is under constant review. 

(Discussion off the record.) 

General Ripeway. I should now like to discuss the progress which 
Allied Command Europe is making toward meeting these require- 
ments. In doing this I shall first discuss the progress that has ac- 
tually been achieved since 1950 and then discuss the planned buildup 
in 1953 and 1954. 

( Discussion of the record.) 

Mr. Vorys. These are calendar years? 

General Ripeway. Yes, sir. 

Turning to the naval forces, I should like to point out that for sim- 
plicity in presentation, I have used the term “vessels” which includes 
all combatant types. 

As an operational commander, I am primarily concerned with 
carriers, escorts, minesweepers, and maritime aircraft. The latter 
category includes principally long- and short-range antisubmarine 
aircratt. 

(Discussion off the record.) 

General Rineway. The military assistance programs have con- 
tributed materially to the increased combat effectiveness of the NATO 
forces. An outstanding example during the past year which comes 
to my mind with regard to the Army forces is that of the delivery of 
a large number of modern medium tanks during the latter part of 
1952 and this spring. These tanks not only increased combat effec- 
tiveness but very greatly improved morale. 

(Discussion off the record.) 

General Riweway. With all our progress toward the requirements 
we have set, there is still todav a great gap in our ability to defend 
Western Europe successfully. That gap can be partially closed by the 
latent military power of Western Germany. I should like to tell you 
just what the addition of German defense forces would mean to our 
whole effort. The planning of the interim committee of the EDC, 
which my headquarters has followed closely, has already advanced 
to a point where the creation of German military units following 
ratification of the treaty will not be delayed. In other words, in 
planning for German strength we are already a long step ahead. 

(Discussion off the record.) 

General Rmeway. In addition to planning the buildup of forces, 
one of our major activities—and, in fact, one of our most difficult prob- 
lems, is infrastructure, our international program of construction of 
fixed military installations. Without the necessary fixed installations 
our forces could not be sustained in battle. Let me relate this military 
problem to the bill you are considering. 
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(his bill ineludes provision for the United States share of the fourth 
nnual increment, or as it is commonly called the fourth slice of in- 
frastructure. This fourth slice, our 1953 program, has been pared 
down to the minimum required in keeping with the forces foreseen for 
1954. 

Discussion off the record.) 

General Rmweway. There has been considerable discussion of ou! 
airfield program, in the press and elsewhere, most recently to the 
effect that it has been slow. I believe that there has, in fact, been very 
substantial progress in our airfield construction, that considering the 
complications necessarily a part of international construction and 
financing. we have made major steps forward. In my view the prog- 
ress that we have made in airfields is one of the significant achieve 
ments of NATO and Allied Command Europe. 

This chart indicates the coastruction status of airfields. The solid 
block indicates those airfields where programed construction is com 
plete. This next block indicates those constructed to a point where 
they could be used on a limited basis in the event of emergency. The 
next block indicates those under construction but not yet at a usable 
level. Finally, the last block indicates those on which construction has 
not been started. 

(Diseussion off the record.) 

General Rmpeway. One last comment on infrastructure is to report 
to you the real satisfaction which we at SHAPE felt as a result of the 
recent North Atlantic Council action in approving the new long-range 
program for infrastructure. As you perhaps know, this program is 
designed to provide a basis for planning and budgeting of infrastruc 
ture over a 3-year period beginning with our 1954 program. This new 
basis is sure to result in more effective, better coordinated, and more 
soundly phased construction. This in turn should preduce more eco- 
nomical infrastructure. While we were given a long-range planning 
figure, we shall, of course, continue to submit recommendations for 
annual slices which will be supported by military requirements. 

This mutual security program—along with the previons ones 
constitutes an essential element to the buildup of the NATO forces. 
The tanks, ships, and aircraft included in their provisions are the hard 
core of the weapons so necessary for combat effectiveness. 

(Diseussion off the record.) 

General Rieway. Within the fiscal year 1954 mutual security pro 
gram, offshore procurement will provide quantities of ammunition. 
ships, tanks, aircraft, and other military equipment for the buildup 
of the NATO forces. Such procurement action will contribute to the 
increased productive capacity and ultimate European self-sufficiency. 

In summarizing what I have said this morning and this afternoon 
I wish to leave with you these main points. 

Since 1950 there has been considerable progress in building the 
defensive strength of the NATO nations. 

(Discussion off the record.) 

General Ripeway. A command structure has been set up to exercise 
control and coordination of forces, — 

The force goals for 1953 and 1954 as agreed to by the North A 
lantie Council last April provide for the new units and place emphasis 
on increasing combat effectiveness of existing forces, 
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Three-year planning for infrastructure has been accepted by the 
NATO nations, and is one of the most important steps in the develop. 
ment of our strength. 

The guns, tanks, electronics equipment, aircraft, and vessels pro- 
vided in past military assistance programs have contributed vitally to 
existing defensive strength of NATO. : 

To help eliminate our major military deficiencies and further build 
up our defensive strength, the passage of the bill before you is in my 
opinion essential. I believe the United States can make no sounder 
investment for its own security and for that of the nations of NATO. 

Chairman Crirerrretp. Thank you very much, General, for your 
very frank statement. 

I do not need to remind our guests, I feel sure, the absolute need 
for secrecy so far as anything disclosed by General Ridgway is 
concerned. : 

Mr. Vorys, you probably would like to ask some more questions. 

Mr. Vorys. I will pass to my colleague, Mrs. Bolton. 

Mrs. Bovron. General, what consideration, if any, do you give to 
the Near East and its military? 

(Discussion off the record.) 

Mrs. Boiron. You are not counting at all on the trained, equipped 
troops that General Bradley told us were in Israel ? 

General Rineway. No. 

Mrs. Bouron. I wondered whether you had come up at all with 
that? 

General Rmeway. No. 

Mrs. Bouton. It would seem to some of us that that area is so crv- 
cial and is so on the ragged edge of explosion at the moment that we 
would have to go very deeply into the causes for disaffection and 
failure to come to us. We have been very concerned over the atti- 
tude of the British in regard to getting out of that area. As an in- 
dividual, I fail to see how they can argue that they must stay there. 
Even though they have something over a billion dollars invested it 
will not be worth anything if the surrounding country is like the 
country around Berlin. It would seem to some of us that it would be 
wiser for them to say, “Yes, we will get out.” What happened in 
India would happen in Egypt. They would be friends within a very 
few days. 

We feel this country of ours must be realistic, particularly in regard 
to that whole area, that whatever action is taken by the command mili- 
tarily will be of great moment in the whole situation. 

Would you concur in our sense of the situation for the British 
airfields, near Suez? 

(Discussion off the record. ) 

Mrs. Borron. I am sure your responsibilities do not but I am also 
sure that your thinking does. 

General Ripewayr. That is right. 

Mrs. Bouron. If the millions of the people of Egypt go against the 
British, what kind of a life are they going to have on that large air- 
port? Of what help will it be to them or tous. To us this is of very 
serious importance at this point. 

(Discussion off the record.) 

Mrs. Boron. However, Russia has planted herself very thoroughly 
in the Near East. 
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We know there are Communist schools here in this country and 
we know there are Communist schools throughout the Near East 
teaching the natives communism. It is apparently being estimated 
that from 80 to 85 percent of the millions of refugees could go Com- 
munist and the entire area would flame if the situations are badly 


handled. 

(Discussion off the record.) 

Mrs. Bouton. You spoke of Morocco, what we do there. What 
about Tunis, and Libya? I regret that my time has elapsed but hope 
those countries will be taken up before you leave. 

Mr. Vorys (presiding). Mr. Zablocki—— 

Mr. Zastockt. General, we are told that the Lisbon goals—that is 
the number of military divisions—have been substantially accom- 
plished. After your presentation this afternoon perhaps my question 
is elementary. However, General, would you care to comment on the 
accuracy of that st: itement particularly since you have pointed out 
that certain divisions were Greek and Turkish contributions to NATO. 
Therefore it seems to me it is not accurate to conclude that the Lisbon 
goals were substantially met by the European countries? 

(Discussion off the record.) 

Mr. Zasiockt. Therefore, the statement that the Lisbon goals are 
substantially accomplished, is not an accurate statement ? 

(Discussion off the record.) 

Mr. Zasvocki. Earlier this committee has been advised in state- 
ments by Secretary Dulles and Secretary Wilson, of boondoggling 
in the MSA programs, in the past. 

Have you observed any boondoggling in the MSA program? 

General Rmeway. No, I have not. 

Mr. Zaptockt. An excellent report was presented by the special 
study mission to Europe and it propounds a few questions I thought 
should be brought out this morning. 

There is one, if I may transgress on your territory, Mr. Smith, to 
ask this question—there is a question the committee says which should 
be asked: “Will continued United States aid increase the will of 
European countries to help themselves?” 

General Riwaway. My answer would be a distinct “yes” on that, 
sir. 

Mr. Zaswockt. The study mission pointed out the structure and 
operating weakness of NATO stating: 

General Ridgway cannot give orders as to logistic support. Every issue must 
be compromised in a way that all members will accept. 

Now, General, my question is how can NATO be revised to improve 
or rectify the reported structural or operating weakness? 

General Rmeway. Well, I could not say, sir, because the NATO 
Council is composed of representatives of 14 sovereign nations. 

In effect, each one almost has a veto. It isa question of obtaining 
agreement on these common plans. If one nation does not care to 
agree, it is a question it seems to me, of persuasion on the intergov- 
ernmental level. 

Mr. Zanvockt. That adds to a further conclusion that IT make on the 
basis of the report I speak of, that it appears that the United States 
will have to continue its presence—troops and manpower—as well as 
assistance indefinitely to keep NATO effective. 
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(Discussion off the record.) 

Mr. Zan.ocki. You believe we do have a firm foundation, now? 

General Rincway. Indeed, I do, now, and it is getting better. 

Mr. Vorys (presiding). Mr. Smith. 

Mr. Smiru. General, I do not know whether you heard that riddle 
somebody asked the other day. 

Why is SHAPE like Venus de Milo? 

General Riweway. No. 

Mr. Smirn. Both are without arms. 

What is the attitude of the British on NATO? 

General Rincway. I am just searching for exactly what you want. 

Mr. Smiru. I did not mean NATO. I mean on European defense, 
or on EDC. 

(Discussion off the record.) 

Mr. Smrrn. Would they become an effective part of the defense 

system of Europe in the event there was a crisis? 

General Ripeway. Very definitely, in my opinion; yes, sir. 

Mr. Smrrn. They have a substantial air potential. 

General Riweway. Yes, sir. 

Mr. Smiru. I am somewhat interested, General, in your statement 
this morning that Russia does have today 20,000 aircraft. 

(Discussion off the record.) 

Mr. Smrru. How in the world are we ever going to close that gap? 
It looks like an almost impossible situation. 

General Rineway. Well, sir, I do not think we can close the gap 
numerically in any one of the three great arms of the service, land, 
sea or air and I do not think that would be wise even if it were 
economically possible. It is beyond me to say whether or not it 1s, 
but it seems to me it is not. 

If we can build enough strength over there to make these people 
not only think twice, but show any clear doubt about making an 
aggressive attack a success, then I think we will have accomplished our 
fundamental purpose of preserving the peace. I think it would be 
most unwise to try to match them in divisions, aircraft, or ships. 

Mr. Surrx. Our subcommittee ran into the proposition of procure- 
ment, General. 

How do you feel about the Army taking over all procurement rather 
than to have it in 2 or 3 different agencies? 

General Rineway. I am very much of an amateur in this procure- 
ment game, sir. My duties have never brought me into direct contact 
with procurement, but I have listened to a good many arguments and 
the one that seems best to me is that it is just too big. For these three 
services to incorporate their procurement activities into a single, cen- 
tralized control would be unwieldly and it would fall down of its own 
weight. " 

That is the opinion of a good many men whose opinions I very 
highly value. 

Mr. Samira. That is all; thank you, Mr. Chairman. 

Mr. Vorys. Mr. Burleson. 

Mr. Burreson. General Ridgway, I was very interested in your 
reference this morning to the “morale in Western Europe. I have 
heard from many unofficial travelers in Europe—-tourists, in other 
words—that you hear much less talk of fear of the Soviets, much less 
talk of war in Europe than in this country. Is that true? 
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General Rwweway. I think that is so, sir, though I have not had the 
advantage of much travel in the United States in the last 2 years. 

From reading papers, I believe that probably is true. 

Mr. Burreson. Does that have anything to do with morale? Are 
they ignoring possibilities ? 

General Ripeway. I am glad you brought that up, sir. It gives me 
the opportunity to express one opinion, anyway. That is this, and I 
believe I touched wpon it before the committee this morning: The 
morale of your fighting man is never going to be any higher th: in the 
hearts of those who sustain him at home. If he thinks that they are 
not with him heart and soul, if he thinks the equipment furnished 
him by his people places him at a great disadvantage, he is a liability. 
[t is human nature, I do not care whether it is an ‘American, British, 
Turk, Greek, or Frenchman or anybody else. They are all the same. 
I have had a good many of these nationalities under my command. 
The thing that sustains men’s morale is a belief in what they are 
fighting for, a conviction that their people are with them, and con- 

fidence in their weapons, their training, and their leadership. 

Those are the things of which morale is made. 

(Discussion off the record.) 

General Ripeway. Now all those things we tend to overcome very 
materially by the sort of aid which this bill would provide. You can- 
not stand up barehanded, I do not care how brave you are or how well 
trained you are or how good your leadership is, against a far better 
armed and trained man. 

Mr. Burteson. That is and has been a problem in Europe? 

General Riweway. Yes, sir. 

Mr. Burteson. Public opinion ? 

General Rmeway. Yes, sir, very much. 

As I said this morning, we are so conscious of these other factors, 
the political, economic and financial, and the social—the standard of 
living plays a great part in all of these places. 

If a man is not convinced that there is some future for him, that his 
burdens are just going to increasé and his standard of living goes 
down, or at best it never rises, he is going to have an element of doubt 
in his mind, too. 

Mr. Burteson. General, I have understood that the greater empha- 
sis up until a short time ago—and I hope it is at this time—was on air- 
power and our ability to deliver the atomic bomb to Russia. 

Has there been any shifting of that emphasis in the last few months ? 

General Rinewayr. Of our intention to carry it to Russia? 

Mr. Burieson. Has there been a shifting of defensive forces; a de- 
fensive attitude rather than one of aggressiveness and taking the 
initiative in event of attack ? 

(Discussion off the record.) 

Mr. Burteson. I am exceedingly glad to hear you say that. 

Thank you, Mr. Chairman. 

Mr. Vorys (presiding). Mr. Fulton 

Mr. Furron. Thank you very much, General. 

My first question is this: When you are looking ahead to the Euro- 
pean defense army and the formation of it, you must have a target 
date in your mind as a military mind, when it is feasible. 

What is that target date vou are planning on now? 

(Miscussion off the record.) 

33064—53——_28 
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Mr. Fuxron. I am interested in the precautions the Russians take 
of making sure of their satellite states. 

(Discussion off the record.) 

Mr. Fuuron. When we have an uncertain Government, Yugoslavia, 
that is in a position where it is on our side because there is no other 
place for it to go—what is the reason that we restrict ourselves merely 
to a military advisory group and do not have this liaison and watch- 
fulness right down through the various echelons? 

For example, I am one of those who has been very worried about 
giving these jet planes in the last year’s program to Yugoslavia, and 
I am triply worried when I hear that jet planes are now in this par- 
ticular program. 

The reason for my worry is, I represent one of our great atomic 
bomb targets of the country, Pittsburgh. We are probably in the first 
five. We in our city look at our safety as a top matter and feel that 
we want nothing that can interdict the carrying by the B-36’s of atom 
bombs to Russia in case something happens to us. We want the retalia- 
tion and the threat of it before any unwarranted attack is even 
threatened. 

Now, anything that is put in the middle ground in Yugoslavia— 
maybe a jet air force, that is not adequately controlled, is to us a 
threat. I have said it many times at this table. 

With the new pact between Greece, Turkey, and Yugoslavia, why 
do we not, through that pact, try to integrate some sort of inspection 
to see that Yugoslavia does not change sides. Or why do we not 
have more than just a little military advisory group that cannot 
even attempt to watch? 

Lastly let me say to you that the Yugoslavs in their Government 
have been known for their changes of side. Prior to World War II 
the Yugoslavs as you well remember switched sides. They were first 
in a treaty of peace and friendship and alliance with Greece and then 
switched to the German side. Also you know about the Ribbentrop- 
Molotov pact and those various other countries in the locality switch- 
ing sides when times get tough. 

My final point is, I want to be sure for Pittsburgh and these large 
industrial cities. 

(Discussion off the record.) 

Mr. Vorys (presiding). Mrs. Kelly 

Mrs. Ketiy. Thank you, Mr. Chairman. 

You made a survey when you took over your command of NATO, 
did you not? 

General Rmeway. I did. 

Mrs. Ketiy. Upon that survey you made recommendations to the 
Truman administration. 

General Rmeway. I made recommendations to my military super- 
iors which is the Standing Group in the NATO organization. Not 
to the United States. 

Mrs. Ketiy. How much do they differ from your present estimation 
and recommendations? 

General Rmpeway. Those recommendations, if I recall them ac- 
curately, were submitted in the report to the standing group on the 
12th of July 1952. One was that the deficiencies noted in the detail 
of the report be corrected with the least practicable delay and the 
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second was, in accordance with decisions of proper authority, that 
the bulk of the information contained in that report be released to 
the peoples of the countries concerned. 

Mr. Vorys. Will you pardon an interruption. I know the members 
will be going in and out. It is of the utmost importance that we have 
our transcripts of the morning session corrected as soon as possible. 
They will be needed for the press no later than Wednesday morning. 

Mrs. Ketiy. Are you satisfied with the present new approach, 
which is a stretchout, in preference to the momentum that we had 
hoped to achieve in the past program ? 

General Riweway. My greatest apprehension would be that there 
would be any loss of momentum. I would regard that with very 
deep concern. 

Like all things human there is a force of inertia which is always 
fighting against movement or change. If this should result—any 
action taken—in a loss in momentum and a deceleration, I would think 
its effect from a military point of view would be decidedly adverse. 

Mrs. Ketty. I believe the present program of a cutback, stretchout, 
or slowdown will be a loss in momentum which will adversely affect 
the momentum generated by the past program. 

(Discussion off the record.) 

Mrs. Ketiy. Can you pinpoint any fault at all to the failure to 
make the troops in being more combat-ready in their present status? 

(Discussion off the record.) 

Mrs. Ketry. Is there anything within our jurisdiction to increase 
the ammunition stocks at this moment ? 

(Discussion off the record.) 

Mrs. Ketiy. I apologize if I used the word “military.” So far as 
I am concerned I have always taken the advice of the military. I do 
not want to lose my faith in their recommendations. If you request a 
couple more billion dollars I will gladly vote for it if you feel that 
it will attain the goals we desire. 

I agree with Mr. Fulton on Yugoslavia. Do you think the military 
security of the free world would be jeopardized by cutting out the 
jet plane delivery to Yugoslavia? 

(Discussion off the record.) 

Mr. Vorys (presiding). Mrs. Chureh—— 

Mrs. Cuvrcu. I first wish to go back to a question that arose in our 
minds when our subcommittee was in Europe: The question of your 
authority over the NATO groups and how you finally managed to call 
the forces. Will you explain the chain of command. 

(Discussion off the record.) 

Mrs. Cnurcn. Can you commit them to war? 

(Discussion off the record.) 

Mrs. Cuurcn. There are other national groups are there not, not 
connected with NATO? 

General Rinaway. There are. 

Mrs. Cuurcn. Who would call them up? 

(Discussion off the record.) 

Mrs. Cuurcn. Granting that an all-out wer came and that you could 
count on the extra national forces to join NATO’s command, how much 
would it increase your force? 

(Discussion off the record.) 
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Mrs. Cuurcu. In other words in considering the force free to de- 
fend Europe, there is no great force in addition to what you have in 
NATO? 

General Ringway. No, I do not think so. It is a very reasonable 
force. 

Mrs. Cuurcn. I want to go back to the question of EDC. 

It seemed to us while we were in Europe that the possibility of 
adequate European defense was conditioned upon the acceptance and 
ratification of the EDC. Do you feel that we are putting too much 
stress on that? 

General Riwweway. No, I think it is a matter of very great import- 
ance, 

Mrs. Cuurcu. Has your planning been to the point of what we do if 
that does not occur ? 

(Diseussion off the record.) 

Mrs. Cuurcu. Would you care to tell the committee how defensible 
Northern Europe is? 

(Discussion off the record.) 

General Ripeway. The spirit of those people in both Macedonia and 
Thrace, both the Greeks and the Turks, and over in the Caucauses is 
an inspiration. Life is a bit of savage struggle over there. The tem- 
peratures go down to 40 below Fahrenheit in winter. There is very 
little fuel. I was there the last time in the early fall. They were get- 
ting their annual fuel stock ready and that consists of women going 
out and mixing with their bare hands, cow dung and straw and putting 
it out to dry and that is all they have to keep them warm in winter. 

Those people will fight, they will fight to the death with rocks and 
clubs if that is all they have. 

(Discussion off the record.) 

Mrs. Borron. What about paratroops; do they have them? 

(Discussion off the record.) 

Mrs. Cuurcu. With what we have here in addition to what we have 
in Europe, you would bank on a successful outcome of the war? 

(Discussion off the record.) 

Mr. Vorys. Mr. Harrison 

Mr. Harrison. As I understand it, General, you do not say that you 
have sufficient strength under your command now to perform your 
mission ¢ 

General Rinewary. By no means, sir. I hope I did not leave any 
such impression on the committee. 

Mr. Harrison. I do not believe you did, but I want to make that 
clear. 

Under existing plans when will you have sufficient strength to per- 
form your mission ¢ 

(Discussion off the record.) 

Mr. Harrison. That would be when? 

(Disenssion off the record.) 

Mr. Harrison. In other words, on the plans approved in April, 
under the so-called stretchout, adequate defense is so far projected 
into the future that you cannot put a date on it. 

(Diseussion off the record.) 

Mr. Harrtson. A lot of people have asked you about Yugoslavia. 
Wonld you like to make any comment on the funds in this bill for 
Spain? 
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General Ringway. No, sir. As a matter of fact I am not familiar 
with what is in the bill for Spain. That too is outside my authority. 

Mr. Vorys (presiding). Mr. Adair—— 

Mr. Apatr. General, you have compared the Russian and the NATO 
divisions numerically ¢ 

Would you care to make any comparison as to their respective ef- 
fectiveness and the numerical strength within a division ¢ 

(Discussion off the record. ) 

Mr. Apair. Do the divisions of our allies compare to those of the 
United States / 

(Discussion off the record.) 

General Ripeway. They know exactly the ground they ere going to 
fight on and we have to design our division to fight anywhere in the 
world. We never know between one war or the next where we are 
going to fight. 

Mr. Apair. Then would I be correct in saying that it is not accur- 
ate to compare just division for division—10 divisions against 10 di- 
visions for instance ¢ 

General Riweway. Not at all. 

Mr. Aparir. There is in this bill an item of $250 million which we 
are informed is earmarked for new secret nonatomic weapous. 

Do you regard that as an essential item? Would you care to make 
any comment upon that? 

General Ripewar. I did not know about that, sir, and I do not yet 
know. 

It seems to me it is very forward thinking and imaginative antici- 
pation of what our needs may be. In other words all of us are de- 
voting an intensive amount of our thinking to try to see where these 
new weapons, when they become available in quantity and are in the 
hands of troops, will take us, and what economies we can effect if any 
and certainly what increase we can make in our own security. 

I would take it that as a measure of anticipation, if and when these 
things do exist in quantities, the money would be there to put them in 
the hands of our troops. Without such anticipation it might well be 
that they would not be in our hands in time. 

Mr. Apatr. That was my understanding, sir, from Governor Stas- 
sen, that it was a fund established to be used in case of need, or if the 
need did not arise for all of it or any portion of it, it would not be 
used but it would be available for the development of new weapons 
wherever the ideas might arise, but under the control of this Nation. 

Does that conform to your thinking? 

General Rineway. Yes, sir; but mine is surmise. I have not had the 
advantage of discussing it with Mr. Stassen and I did not know any- 
thing about it until I read it in the bill. 

Mr. Vorys (presiding). Mr. Prouty 

Mr. Proury. General, you have suggested that EDC is the key to 
an effective European defense. 

If you knew today that EDC would never become a reality, would 
you be advocating the program now? 

General Ripeway. Yes, sir; because I do not see any alternative 
to it. 

Mr. Proury. How far do you think Russia is behind us in her ability 
to conduct atomic warfare? 

(Discussion off the record.) 
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Mr. Proury. Have you seen any of the reports prepared by the MSA 
evaluation teams ? 

General Ripeway. No. 

Mr. Vorys (presiding). Mr. Bentley 

Mr. Benritey. When I asked you this morning if your wartime 
mission was limited strictly to the defense of the N ATO country, some 
of the newspaper boys came around later and asked me if I had any 
other country in mind and I told them I did not. 

Did I understand that mission would not include the defense of 
such countries as Yugoslavia at the present time ? 

(Discussion off the record.) 

Mr, Benttey. On page 4 of your statement you read to us this 
morning, General, you spoke of a period of warning. 

Could you tell us what period of warning you ‘night reasonably 
anticipate at the present time? 

( Discussion off the record.) 

Mr. Beniiey. I was reading General Handy’s statement and in his 
conclusion he said on the last page: 

As I have indicated, the European allies are incapable of raising and equipping 
the forces needed for the defense of the key area in the time available. 

What time does he refer to there? What time is available for build- 
ing up the European forces, in his estimation, as we read this 
statement ¢ 

General Ripeway. I do not know. I have two officers here from 
his headquarters and I have missed it in his statement. 

General O'Hara. I will try to speak for General Handy. 

I think General Ridgway will agree, sir, that in a situation like 
this, it is very difficult to say how much time you have. If you knew 
it would be very simple to decide how much you can stretch this out 
or speed it up. 

I think the time that General Handy speaks of is the fact that as 
soon as possible we must get out of this situation of complete void of 
which General Ridgway spoke. 

When he speaks of time, it is not by 1954 or 1955, it is the required 
speed with which we must generate some capacity in Europe. 

Mr. Bentiery. He refers to no specific period of time then? 

General O’Hara. I think that is true. 

Mr. Bentiey. Thank you. 

Mr. Vorys. As to this matter of warning, General Gruenther told 
us last year that the Soviets knew that our ‘contribution was going to 
be strategic bombing and if they launched a major effort on one of 
these traditional paths, and therefore they would not do that without 
an attempt to neutralize the strategic bombing and therefore probably 
the warning we would have would bea blowup, here. 

What do you think of that? You see what I mean: If they deter- 
mined to make an effort, they would try to eliminate our potential as 
much as possible before launching it. 

General Ripeway. By attack, “do you mean, sir, or by subversion? 

Mr. Vorys. By letting loose with ‘whatever atom bombs they could 
smuggle in, or fly in, here. I wondered whether that situation had 
changed in the year? 

(Discussion off the record.) 
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Mr. Burteson. That is what I was trying to develop a little while 
ago—t he reference to the atomic offensive. 

In other words, while you are deploying these divisions and giving 
attention to defending this tremendous line of defense, then in the 
meantime you are going to be putting those atomic bombs where they 
hurt. That is where the emphasis has been and I hope still is. 

General Rieway. That in large part is going to be devoted to crip- 
pling their warmaking potential, but that would not necessarily in 
itself slow up this great mass. 

We are going to use part of that effort, too, in retardation. 

Mrs. Borron. General, you have spoken a number of times about 
the captive nations and their forces and the fact that they have purged 
the suspicious ones and so forth. 

On the other hand, those captured nations are not happy. Is it not 
very possible that one of the deterrents to Moscow is the fact that they 
are so unsure of the populace even though they may be sure of their 
armies. If the move forward should take place and the populace rise 
up, they have nothing to put in there to stop the populace ¢ 

We might have a revolutionary action against Moscow, might we 
not ¢ 

General Riweway. Very definitely. 

I think Mrs. Bolton, one of the great challenges to statesmanship 
and, it has to be supported by military power in being, is to be able to 
reach these captive peoples. 

(Discussion off the record.) 

Mrs. Botton. You continue to be able to press in toward them ? 

General Ringway. Before World War II, France and Britain guar- 
anteed Poland’s integrity, but they could never get there in time. It is 
too much now, in the view of what has happened i in the last few years 
I think, to ask any people to rise up when they have this closed m: Me 
in there. 

Mrs. Bouton. I was not thinking of that, I was thinking of the auto- 
matic action of that people. 

If the armies that have been keeping them down should move into 
another area, there is a possibility of that. 

General Riweway. There certainly is. 

It is hard to see why the Russians would turn over some of their 
finest most modern equipment to these people if they did not think they 
were reliable. 

Mrs. Botron. Thank you very much. 

Mr. Bentiey. Mr. Chairman, I have one question along that line. 

There is always the possibility of a certain amount of defection 
among the Soviet forces themselves, is there not ? 

General Ringway. I would think so, but that depends on the nature 
of the war. If you could convince the Russian soldier that he was 
fighting for his ns ative land, he is a pretty tough fighter. 

Mr. Bentiey. But outside of Russia it might be a different story. 

General Ringway. It might very well be. 

(Discussion off the record.) 

Chairman CutrerrieLp, Will you yield on that point? 

Mr. Vorys. Yes. 

Chairman CuirerFreip. Will our boys face a Dunkirk over there 
if they were attacked tomorrow ? 

(Discussion off the record.) 
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General Ripcway. We have a force over there, Mr. Chairman, of 
which you can be exceedingly proud. They are ready to fight tomor- 
row and fight magnificently, and they are a pretty power ful force. 

Mr. Vorys. Along that line you mentioned, I think this morning or 
this afternoon about plans for not having our forces—certainly our 
own forces, we hope—simply chewed up “and destroyed in a heroic 
but futile resistance. 

Have you got plans for what you do now so as to sell ground dearly 
but keep your forces intact ? 

General Ripeway. Might I go off the record on that? 

Mr. Vorys (presiding). Yes. 

(The then following remarks were not reported.) 

Mr. Vorys (presiding). Are there other questions ? 

Mrs. Boxuron. I would like to say that we have not touched on 
Morocco and that area, and I think we should know more about it. 

It is 20 minutes until 5 o’clock, and I would hope, General, that 
we might have something on that. 

The suggestion as made for a Middle East command was so ill- 
timed it could not help but be refused by the Arab countries. They 
were certain that we were just aiding and abetting the French, as 
they feel we are the English so they were not going to play with it at 
all. 

On the other hand, my information—and it comes directly from 
authoritative Arabs—is that if the British will just move, they will be 
the first ones to say, “Let’s have a Near East command.” 

Timing is such an important factor. 

Then I have another deeply worrying problem, particularly for 
some of my people, of the potentialities of Germans. How much 
danger do we run of their taking up the old militaristic idea and 
really building themselves into something and going to it again? 

General Rmeway. I cannot very well comment on the first, Mrs. 
Bolton, but on the second, I think it is a small risk there. If the 
means available to the NATO authorities today are properly utilized, 
that is so. It seems to me the control mechanism to avoid any dan- 
gerous resurgence of aggressive German armed might is not too diffi- 
cult if we exercise the leadership. 

Mrs. Bouron. General, would you permit me to use just that little 
sentence, if I am put in a jam about it ¢ 

General Rmeway. With the Chairman’s permission, I certainly 
would, Mrs. Bolton. 

Mr. Vorys (presiding). This whole thing is to be edited and any 
parts that are printable, they will be printed. I will ask your staff 
to go over it and make what you can available. 

General Rmeway. I would like to do that because I have talked with 
complete freedom to you this afternoon. 

Mr. Vorys (presiding). We appreciate that and realize our 
responsibility. 

Mr. McCormack. General, without disregarding other parts of the 
world, what is your opinion as to the necessity of Europe being de- 
fended in the national interests of the United States? 

General Riweway. I think it is essential. 

Mr. McCormack. Assuming Europe is overrun and taken over by 
the Communist forces, what effect do you think this will have on the 
national security of the United States? 
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General Riweway. Very dangerously a detrimental one. 

Mr. McCormack. Would it leave us practically alone in the world ‘ 

General Riweway. It almost would, sir. So far as “effective” allies 
are concerned ; militarily effective. 

Mr. McCormack. What effect do you think a further cut of $1 bil- 
lion or $2 billion will have upon the unification of the European army 
and so forth? ? 

General Ripeway. I tried to make it clear this morning that I am 
not in this dollar business at all because my purely military responsi- 
bilities are to evaluate the military force requirements, which we have 
done in terms of divisions, aircraft and combat vessels. 

When you convert it to dollars, you are out of my field entirely and 
I am unable to assess, for instance at the present moment what effect, 
if any, it is going to have upon delivery schedules of the hardware, 
which is what I am interested in, at support facilities. 

Mr. Vorys. General, along that line, did you notice any loss of 
momentum or loss of morale over there last summer, due to any action 
of the American Congress ? 

General Ripeway. I did not, sir. 

Mr. Vorys. We cut the original program $1,900 million and the 
year before we cut it nearly $1 billion and there has never been any 
reduction in the amount of money available for hardware delivery 
during all that period. 

I just mentioned that to see whether you had gotten any reaction. 
We have the problem of keeping the stuff coming to you, but the fact 
is that the original program was cut $1 billion in 1951, $1,900 million 
in 1952, and that has not been mentioned up to this time in our 
hearings. 

Mr. Harrtson. Maybe that is the reason they are so short over 
there. 

Mrs. Bouron. Then why do they have so much left ? 

Mr. Harrison. They certainly have not got much force ? 

Mr. Vorys. There is a difference in the flow because there has been 
an unspent but large appropriated amount of money to keep it coming 
to you. 

At 10:30 tomorrow, we will proceed with offshore procurement 
and infrastructure. 

Remember about correcting the transcripts of this morning. 

General, this has been a gre¢ vat opportunity for us. 

(Whereupon, at 4:50 p. m., the committee recessed to reconvene 
at 10: 30a. m., Tuesday, May 19, 1953.) 
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TUESDAY, MAY 19, 1953 


House or REepreseNnTATIVES, 
CoMMITTEE ON ForreIGN AFFAIRS, 
Washington, D. C. 
The committee met in executive session pursuant to call in room 
G-3, United States Capitol, at 10:45 a. m., Hon. Robert B. Chiper- 
field (chairman) presiding. 
Chairman Currerrretp. The committee will come to order, please. 
Mr. Wood, proceed in any way you desire. 


STATEMENT OF HON. C. TYLER WOOD, DEPUTY TO THE DIRECTOR 
FOR MUTUAL SECURITY 


Mr. Woop. We planned to present to you this morning the offshore 
procurement program and the infrastructure program. 

Offshore procurement, as members of the committee know, has 
become a very important element in our total military end item ma- 
teriel aid. In fact, it has become so important that we felt it deserved 
one special session at which our past activities and future plans in 
this area could be fully laid before the committee. 

To make this presentation we have Mr. Halaby, who is Deputy 
Assistant Secretary of Defense for International Security Affairs, 
and General Finlay, who is the Deputy for Defense Affairs in the 
Office of the Special Representative in Europe. 

Without further ado I weuld like to turn the session over to Mr. 


Halaby. 


STATEMENT OF HON. N. E. HALABY, DEPUTY ASSISTANT SECRE- 
TARY OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS 


Mr. Hauasy. This offshore procurement program was conceived 
in the late summer of 1951 and it was launched by a directive from 
Secretary Lovett in late August. 

We actually got organized and started placing contracts last spring, 
during fiscal year 1952. The bulk of them were placed in the last 
quarter of the fiscal year. 

The new program which we will lay out to you is a continuation 
you might say that this program has been conceived by Mr. Lovett 
and Mr. Foster, a banker and an industrialist, and it is being carried 
on and pushed forward by Mr. Wilson and Mr. Kyes, two great 
production men. 

We believe we have been getting our money’s worth in this program. 
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We want to, today and in the future, get your ideas. We want to 
work out the best possible program we can for fiscal year 1954. We 
believe your visits to Europe and the ideas you may have can be 
extremely useful and where they improve the program they will be 
used, 

We have an enormous amount of data. I have here in front of 
me, for example, copies of summaries of the contracts that have been 
let up to March of this year. We have any amount of detail that you 
may want. We want to give you all the facts, the good and the bad, 
and all the data that you want. 

Now, I said a moment ago that we thought we were getting our 
money's worth. I think the thesis of this offshore procurement pro- 
gram really is that these are triple-duty dollars. In the first place, 
they buy hardware for the end-item program. In the second place 
they build military production in Europe toward a self-supporting 
defense production. Incidental to the first two duties they provide 
economic benefits. They provide dollars with which to help close the 
balance-of-payments deficits; they provide an increase in the gross 
national product of these countries; they provide employment and 
they provide a renewed spirit in some of the peoples of these countries 
because they feel that they are earning their way. 

They are, earning self-defense, you might say. 

In a sense these 3 purposes also strike at 3 threats to Europe. In 
the first case, the hardware is the kind of thing that the Communists 
respect. In the second place, the mobilization base which we are help- 
ing to create is one that will be available, in being, in a greater emer- 
gency than the present, if one arises. 

Finally, one of the greatest problems of all, morale, spirit, deter- 
mination, is improved, we believe, by the fact that these are hard- 
working dollars which are being put to use in the form of earnings. 

I would now like briefly to lay out 10 reasons why it seems to us to 
be a very good piece of business to place some of these end-item con- 
tracts overseas. 

In the first place, it fills an urgent requirement. This program fills 
urgent military requirements for aircraft, minesweepers, ammunition, 
radar, and similar items. Those are among the highest deficiencies, as 
General Ridgway told you yesterday. 

In the second place, the production is on the spot where the equip- 
ment is going to be used and therefore the replacement problem is 
simplified. 

Chairman Curprrrietp. What if Russia overruns Europe? 

Mr. Havasy. If Russia overruns Europe, there are lots of changes 
that would be made in this whole program. 

( Discussion off the record.) 

Mr. Harrison. In that connection, you are not building any new in- 
dustrial installations, but are utilizing a part of such facilities as are 
there ¢ 
_ Mr. Harasy. That is correct, sir. With regard to production of end 
items, however, there is expansion going on because to get the order 
and fulfill it they may have to expand, modernize, or improve their 
facilities, but there are no construction contracts. 

Mrs. Cuurcn. What proportion of the amount you are asking for 


offshore procurement is going into the expansion of plants! 
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Mr. Harasy. We have not that figure. It would be most difficult, 
if not impossible, to obtain in a short time. If we can come to that 
question a little bit later in some of the data I will present to you, 
| believe you can get a general idea, but, unfortunately—in the over 
100 contracts that have been let—in each case, we do not have an esti- 
mate of just how much plant expansion they undertake to do. 

Mrs. Cuvrcu. You do not mind if I come back to the question later ? 

Mr. Haravy. I cannot promise to give you very much of an answer. 

Chairman Curperrretp. How much is in this new program of $5.8 
billion for offshore procurement ( 

Mr. Harapy. I have that at the very end and, if I could build up to 
t, I would appreciate it. 

Mr. Woop. I believe Mr. Halaby may have misunderstood Mrs. 
Church’s question. The amount he is talking about that is included 
in this request includes funds for the purchase offshore of the military 
end items and does not include any funds for construction. 

It may be, as they will tell you later, that we might wish to use a 
small amount of this for the provision of certain necessary tools and 
things of that sort, but the amount Mr. Halaby is now talking about, 
Mrs. Church, does not include any funds for construction of piant 
overseas as such but rather the funds for the purchase of the military 
end items. { think Mr. Halaby was mentioning or thinking of the 
funds which the countries themselves might put into construction. 
Is that correct ? 

Mr. Haxasy. No. I believe she was asking what plant expansion 
results from the placement of these contracts. 

Mr. Woop. With the funds of the Europeans? 

Mrs. Cuurcu. No, with our funds. 

I understood Mr. Halaby to say that we were putting in no funds 
for construction but under the program there would be expansion and 
my question was, what percentage of the funds we are being asked 
for would go for expansion of existing plants. 

Mr. Haxapy. Since we have gone into it at this point I think I had 
better give you my best answer and that is I do not know. However, 
we could, I suppose, over the coming weeks, get you an estimate of that. 

You can imagine the problem of getting that answer with respect 
to United States production. What the percentage of the total that 
we have spent over the last 5 postwar years has gone into plant ex- 
pansion? It would be a terrific statistical job to get you that informa- 
tion. 

We will go back and think about it and try to give you an answer 
to that question but as of the moment I do not know. 

Mrs. Cuurcu. I would like very much to have it eventually. 

Mr. Harasy. Just to summarize very quickly, we fulfill urgent mili- 
tary requirements. We do it on the spot where maintenance we. 
replacement is simplified. Third, we create what you might call ; 
minimum mobilization base in Europe. Fourth, the packing, siet- 
dling, crating, and transportation problem is greatly eased, particu- 
larly with respect to heavy items like ammunition which are consumed 
at a high rate. Fifth, incidental to this program we reduce the re- 
quirements for dollar aid. Sixth, there is an impetus built into this 
program toward self-supporting military production in Europe. 
Seventh, there is a multiplier effect here. For example, in the NATO 
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aircraft production program, our funds combined with theus get a 
total number of aircraft produced that is larger than what would 
have otherwise have been produced. One dollar in the aireraft pro- 
curement field is returning more than $1 worth of airplanes, Eighth, 
through combined planning which has been going on in this program, 
we are moving slowly tow ard standardization, not at any gallop but 
more toward a gradual improvement in the situation. Ninth, there is 
as a result of this program improved technology, greater skilled labor 
pools, and related benefits in Europe. Finally, "J emphasize again 
there is a morale improvement which comes from earning, rather than 
receiving what often seems like charity. 

Now, if I can get right into the program itself, I believe you have 
before you a booklet. This was intended to provide the committee 
with all the information that we have available, and we are prepared 
to supplement it with everything that is available in Washington as 
of this morning. 

Now, if I can go right to the program and come back and show how 
we developed the program. 

(A chart was referred to entitled, “Offshore Procurement by Serv- 
ice and Commodity (in Millions of Dollars),” as follows: ) 
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Mr. Vorys. When does it start? 








OFFSHORE PROCUREMENT BY COUNTRY 


CONTRACTS 
PLACED 2 MAY 1953 0 


FRANCE 


BELGIUM | a 72.0 


NETHERLANDS | 58.3 


U.K. 
ITALY 


GREECE 19.0 
PORTUGAL 18.0 
DENMARK 3.3 
NORWAY 8.7 


GERMANY 5.7 
LUXEMBOURG }5 

JAPAN 9.0 
NGRC 5.8 








SO 100 150 200 250 300 350 










DEPARTMENT OF DEFENSE 
MUTUAL DEFENSE ASSISTANCE PROGRAM 

















(IN MILLIONS OF DOLLARS) 


NAVY] MAIR FORCE 327.3 < NORMAL OSP 


268.0 <——— SPEC. MILITARY SUPPORT 





344.0 


BB es7.2 


CONTRACTS 10 
BE PLACED 


CONTRACTS 
PLACED 





NAVY AIR FORGE 











: 








MUTUAL SECURITY ACT EXTENSION 44] 


Mr. Havasy. Fiscal 1952. The solid bar is fiscal 1952. The striped 
bar is fiscal year 1953. 

Mr. Vorys. That is all cumulative, the $705 million? 

Mr. Hauasy. It is cumulative, fiscal 1952-53, up to May 2. 

The red is Army, the blue Navy, and the Yellow is Air Force. 

We have broken these figures down another way. 

(A chart was referred to e ntitled, “Offshore Procurement by Coun- 
try (in Millions of Dollars)” and is herewith inserted. ) 

Mr. Haxasy. This is broken down by country and the smaller 
chart shows what remains to be done in the remainder of this fiscal 
year. 

You will note that France has by far the largest number of con- 
tracts or the largest dollar value of contracts. The British are 
second. 

Mr. Vorys. In the previous chart, the cross-hatched part, is that 
fiseal year 1953 ? 

Mr. Hauasy. Up to the 2d of May. 

Mr. Vorys. On that chart, it says, “Special or specific military 
support.” What is the nature of that offshore procurement ? 

Mr. Hauasy. The special military-support procurement is spe- 
cifically for France. This is the procurement which has been under- 
taken in the last 2 years to provide United States financing of French 
contracts that would otherwise have to be canceled. 

Mr. Vorys. It would be for one of the catgories of electronics, am- 
munition, or something like that? 

Mr. Hauasy. That is correct, sir. We can break that down for you 
by type, if you wish, or by category. 

“Mr. Vorys. It would appear on the chart that that is a kind of thing 
like a combat vehicle or an aircraft, an item of military support. 

I do not get it. Maybe the rest of the committee understands it. 

Mr. Hauany. The special military support is broken down here by 
Army items, approximately $150 million; by Navy items, something 
on the order of $60 million; by Air Force items of something around 
$60 million or $70 million. 

We can give you the amounts by category, if you wish them. This 
is the only country in which we have this special form of military 
support. 

Chairman CurrerrieLp. Why is it separated from the other? 

Mr, Hatasy. I say this is the only country in which it is accom- 
plished. 

Mrs. Bouron. What is the purpose of that? 

Mr. Hauany. The purpose of that is special military support. 

Mrs. Bouton. Yes, but what does that mean? 

Mr. Havasy. That means that we are, through procurement, pick- 
ng up contracts which the French would otherwise have canceled. 

Mrs. Boiron. On the basis of their need, because of Indochina? 

Mr. Hauapsy. Largely on the basis of their NATO, their Mediter- 
ranean, and their Indochina needs. 

Mrs. Botron. Are they broken down in that way anywhere? 

Mr, Haxapy. No, they are not. I believe we can trace items that 
have gone to Indochina. 

Mrs. Bouton. My purpose was merely asking how much are we 
paying for the Indochina war. 
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Mr. Harasy. That is not on my list, Mrs. Bolton. I am sure that 
that can be explained later. 

Mrs. Boiron. The question has been brought up a number of times 
in the committee. 

Mr. Vorys. It is budgetary support, is it not, according to this? 

Chairman Cuirerrtecp. It is defense support. You know what I 
am talking about. 

Mr. Vorys. It is labeled “Budgetary sup port,” here in your book. 

Mr. Harasy. All of the end item program is budgetary support in 
that we are providing things that would normally come out of the 
national defense budget of a country. 

This has been specifically brought out because it is different from 
all, though closely related to the regular, offshore procurement pro- 
gram which we are also describing today. 

Mr. Vorys. That is right, but it is labeled here as budgetary sup- 
port. What is the difference of this item of $268 million ‘and all the 
other offshore procurement? Did we pick up contracts they would 
have canceled otherwise / 

Mr. Hatany. That is right. 

Mr. Vorys. Are they contracts that NATO or somebody would have 
approved originally ¢ 

Mr. Hatasy. They are all for items that are military requirements 
for the French forces in NATO or the Mediterranean area or Indo- 
china. They are for militarily acceptable items and they have been 
screened through our MAAG machinery. 

I appreciate that when you hear so many labels for the kind of sup- 
port we are providing, this one may be a new one, but we are not 
trying to hide anything. We are not trying to put any special kind 
of military procurement under normal offshore procurement. We 
want to flag it for you and come to you and explain it. 

Mr. Vorys. I appreciate your flagging it but I do not see what is 
special about it. 

Mr. Hatapy. Let me explain the program. Mr. Wood and State 
and MSA witnesses can explain the reason for the program but here 
is the program: Normally when we develop our end item program as 
General Stewart will tell you, if he has not already, we get the force 
basis. We then translate that into war materiel. We subtract from 
those end-item requirements the items that we have on hand, the assets 
on hand. We subtract items that they have in their production and 
their procurement program and we subtract the items that are already 
in our pipeline, that are already authorized, and we get end-item 
deficiencies. 

In the French case both last year and this year it was found that 
those deficiencies had been Cranes ‘d on a basis that the French were 
not going to fully mee?. 

The French budgetary resources were not sufficient to meet all of the 
items we had been assuming they were going to provide for themselves. 
When that situation came to light, it went to the Cabinet level—Mr. 
Wood can explain ail the bac ‘Kground on it and it was decided to 
provide those items from United States procurement instead of from 
French ones of these items. 

In fiscal year 1952, that totaled about $177 million, and for fiscal 
year 1953, to date, another $90 million, and more is on its way. 
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Mr. LeComrre. That procurement is in the name of the United 
States, or NATO? 

Mr. Haxasy. It is in the name of the United States, sir. 

Mr. LeComrre. That is the way you want it, is it? 

Those are items that the French oe canceled ¢ 

Mr. Hatasy. Would have canceled if they had been unable to 
transfer the contracts to the United States. 

Mrs. Bouron. We are picking up the check. 

Mr. LeCompre. Why would it not be in the name of the North 
Atlantic Treaty countries ? 

Mr. Hauasy. Well, the North Atlantic Treaty is a coalition of coun- 
tries to which the United States and Canada are providing a large 
amount of resources. 

Mr. LeCompre. Sure enough. 

Mr. Hauasy. This is one way of providing resources to the French. 

Chairman Currrerrretp. Mr. Bentley wants to ask a question, Mr. 
Harrison and then Mrs. Kelly. 

Mr. Bentley first. 

Mr. Bentiey. Were these contracts originally placed by the French 
Government ¢ 

Mr. Hatapy. Yes. 

Mr. Bent ey. Was there any system of bidding on those contracts 
when they were placed ¢ 

Mr. Hauasy. I am not so familiar with the French procurement 
system that I would want to answer that directly. I can get that 
information for you and provide it for the record. (The information 
requested appears on p. 471.) 

Mr. Bentiey. I would like to know something about whether there 
is any effort to provide for competitive bidding at the time those con- 
tracts were originally placed. As long as we are going to pay for 
them, that is a valid question. 

Mr. Hatasy. I cannot see, sir, that in view of the situation in which 
we found ourselves, how it would have made a great deal of difference 
how the contracts had been placed, since they are French contracts 
under French sovereignty. 

The important thing was to determine whether the items were 
required for French forces in Europe and the Mediterranean for fight- 
ing in Indochina and secondly, whether the French resources were 
going to pay for them or not. 

Mr. Brntury. Yes, Mr. Hi ulaby, but basically we are paying for 
them in the end, are we not, these particular contracts? 

Mr. Haxasy. Yes, sir. 

Mr. Bentiry. Then, I would like to have some information on how 
they were originally placed. 

Mr. Hatany. We will provide that. (The information requested 
appears on p. 471.) 

Chairman Currerrievp. Mrs. Kelly. 

Mrs. Kexty. I can understand why we picked up special military 
support under offshore procurement last year but under the new pro- 
gram why did you not incorporate it in directing the contribution of 
the French in that one line? Why do you make it special, just because 
it was French contracts started by the French people? It is not any 
new contracts anticipated but old ones obligated which they could not 
finish ; is that correct ? 
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Mr. Hauasy. That is right. 

Mrs. Ketty. Is it a deficiency obligation which the United States 
is going to pick up indefinitely? It is part payment; is that right? 

Mr. Haxany. These were equipment deficiencies that we had antici- 
pated they would fill. They did not fill them. In order to achieve a 
whole group of American objectives it was decided at the Cabinet level 
to fill them this way. 

In your new bill there is a provision not entirely unlike the way we 
did it here, for meeting their deficiency next year. 

Mrs. Keir. In other words, new contracts the French placed in 
1952. Itisin addition to all the other funds. 

Mr. Harary. In the things that will be covered in the 1954 pro- 
grams, the contracts have not yet been let for the most part but that 
is something for Governor Stassen’s representative to cover. 

Mr. Zaniockt. Were those contracts made at our request ¢ 

Mr. Hatary. No, they had already been placed under the French 
procurement system as Mr. Bentley pointed out. 

I wish I could give you all the information on the ins and outs of 
the French procurement system, but I just do not know it. 

Mrs. Ketiy. Will we be able to direct the distribution ? 

Mr. Harary. Oh, yes. So far as I know we have no intention of 
sending these items produced in France to other than French forces. 

Mrs. Ketiy. We will have no control over them as we will have in 
offshore procurement. 

Mr. Harasy. We can tell them where we want them to go but since 
they procured them for their forces either in NATO, Africa, or Indo- 
china, we would not be in very good shape to specifically direct that 
so many 105-millimeter rounds go to such and such a division and so 
forth. 

I think we could step in under the contract and do that, but there is 
serious question as to whether as a matter of policy we want to do that. 

Chairman Curprrrretp. Mrs. Church 

Mrs. Cuurcnu. My question deals with the financing of that pro- 
gram: How did we pay for the amount that we took over in French 
contracts last year, out of the offshore procurement program of 1952? 

Mr. Hatazsy. The appropriation was for the military defense assist- 
ance program and out of that program we applied $177 million to 
this special military support. 

Mrs. Cuvrcn. That is a little under a fifth of a billion dollars. I 
wonder how there happened to be that much unallocated in that ori- 
ginal appropriation. 

Mr. Haxasy. Well, we had to drop some other portions of the pro- 
gram for France, and I believe for some other countries that we had 
programed, in order to provide for these unanticipated deficiencies. 

Mrs. Cuurcn. What would hinder a country such as France in the 
future from overcommitting herself in the hope that we would pick 
up the tab, if we thus established a precedent ? 

Mr. Hatapy. There are several hindrances to that. The first one 
is the NATO annual review process itself. 

Mrs. Cuurcnu. If this goes to Indochina does it come under NATO? 

Mr. Haxasy. The total French defense budget is under scrutiny in 
NATO. 

Mrs. Cuurcu. Mr. Chairman, may I develop one other thought at 
this moment? 
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Chairman Currerrrenp. Yes. 

Mrs. Cuvurcu. I wish to ask if the NATO countries have the right 
to review the non-NATO expenditures in each national budget. Is 
the United States military budget reviewed by NATO, too? 

Mr. Hatapy. The United States budget is set forth in answer to a 
NATO questionnaire and the facts are laid on the table. Questions 
are asked about it and some criticisms are made of it—Mr. Martin in 
the State Department is more of an authority on this—but to date I 
would say our military budget has not greatly changed in the light of 
the observations made by the other countries. 

Mrs. Cuurcn. Our atomic expenditures and everything else is 
brought to the review of the NATO countries? 

Mr. Hatasy. All our expenditures that come within the NATO 
category of defense expenditures are laid out, but not in great detail. 

For example nothing is said in detail about our atomic energy pro- 
gram. That would be a violation of the law. The Atomic Energy 
Act prevents that. 

Mrs. Cuurcu. I repeat that I hope the other countries do not get 
the idea that they cannot make their contracts and that we will pick 
up the tab. 

Mr. Hatasy. As has been pointed out, the whole French end-item 
program is a form of meeting French requirements with American 
resources. 

Mr. Harrison. Is it not a question of which pocket you take it out 
of? You either pick up contracts that they have made or you go out 
and make new contracts for them. It is merely a distinction without 
a difference, or is it? 

Mr. Harasy. I would say on that point, sir, the most striking dif- 
ference is that we do not expect to allocate any of the items bought 
with this special military support fund, to other countries, whereas 
all of the stuff we are buying in the United Kingdom or Italy or 
Belgium, are allocated as the military authorities think best. 

In this case it is in France or France and Indochina, north Africa, 
and so on. 

However, in Belgium we allocate it wherever we wish. 

Legally I think we could allocate this stuff, but it is of French type 
predominanty, and it is peculiarly designed for French forces. There- 
fore, we have no expectation of allocating it away from France. 

We reserve the right but we do not expect to exercise it. 

Chairman Currerrie.D. Following your suggestion, we might have 
Mr. Martin make an explanation. I understand from Mr. Wood he 
is familiar with this situation. 


STATEMENT OF EDWIN M. MARTIN, SPECIAL ASSISTANT FOR 
MUTUAL SECURITY AFFAIRS, OFFICE OF THE SECRETARY OF 
STATE 


Mr. Martin. I happened to be at Lisbon and participated in the 
discussions which led to the initiation of this special program for 
France which you have been talking about. 

One of the main reasons, as we understood it, for handling it in 
this special way which results in its being shown in a special line in 
the chart, was to avoid just the danger that you have referred to. 
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In other words, we had a program based on certain criteria set up 
by the JCS, and followed it fairly carefully as to the types of wed 
items equipment which we would be prepared to supply to the various 
NATO countries. 

There were other types which we felt it was essential to hold the 
NATO countries to supply out of their own budgets and we tried to 
keep a fairly close line and to keep very heavy pressure on them to 
meet the requirements for items of a more specialized local char- 
acter—personal items of equipment, French types of artillery and 
ammunition for the French types of artillery, for example, and various 
things of that kind. 

We felt it was very important from an incentive standpoint to have 
it clear in their minds that here were things we would not supply and 
that it was up to them to supply. 

What we were faced with in the case of France was almost entirel 
attributable to the very heavy drain of the Indochina war, whic 
grew more and more expensive as time went on and grew expensive 
to a point where the French could not manage out of their own re- 
sources and out of the level of resources in the form of economic aid, 
defense support that we had contemplated or felt could be beneficially 
transferred to France. 

Therefore, we devised for France and France alone, a special scheme 
which we wanted to identify, first as much as possible with Indochina, 
and tie it down to the fact that France was involved in Indochina so 
it would not establish a precedent for picking up things in country 
budgets in other cases. 

Secondly, we wanted to tie it down to getting specific items of hard 
goods that we could pass judgment on as being of a high priority in 
meeting the requirements either of the Indochina war, or the NATO 
buildup. 

Thirdly, we provided in our agreement on this, that the price had 
to be right. We did go in and work with the French on the price 
that we would pay for some of these things. The agreement provided 
that the price could not be higher than the normal price for United 
States goods delivered in France of a similar type. 

Now in this background of trying to keep this a special deal 
politically justified and financially justified by the Indochina situa- 
tion, we have shown this as a special item and not lumped it with 
the last of the normal OSP. We felt if we did that, it would be more 
of an invitation for other countries to try to bring into the normal 
end-item program, the check which we felt they should pick up them- 
selves and pay for, and that there was only justification for our 
handling it in a special case like the Indochina case in France. 

I would like to comment on one other question that comes up with 
respect to the NATO review of the United States budget. 1 think 
everything Mr. Halaby said is correct. I have been to Paris partici- 
pating in this a couple of times in the last 6 months. I would just 
add that the concentration in NATO is not so much on the budget 
themselves as it is on the forces to be raised. 

The forces have implications for the budgets but by concentrating 
on the forces to be raised for the benefit of NATO, we avoid having 
to deal with the question which really is not proper to NATO. 

On the one hand we have the question of whether France is wisely 
spending the money that is in its Indochina budget which is not, as 
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was suggested, a NATO question, or having the NATO deal with 
the moneys that are in the United States budget for our global re- 
sponsibilities which are much larger and more significant than our 
NATO responsibilities dollarwise. 

So we have, by concentrating on force plans and having the mone- 
tary consequences flow from them, avoided getting into this overall 
budgetary problem which is not within the NATO responsibilities. 

We have also avoided any discussion at any time of the example 
given of our atomic energy expenditures. 

They have lumped into a one-line figure of total United States 
defense expenditures. That is all that is seen. 

Mr. Bentiey (presiding). Mr. Burleson—— 

Mr. Burueson. Aside from France’s economic capabilities, was 
there not also something of a compromise as befitting their political 
situation? By that I mean their political willingness and their po- 
litical abilities to perform ? 

Mr. Martin. I would think from a long-term standpoint we were 
concerned with whether or not the French situation was politically 
strong enough in the absence of some form of aid in the amount pro- 
vided, to maintain both the effort in Indochina, and we were greatly 
concerned lest they withdraw and maintain a NATO effort which 
would encourage them to go ahead with EDC and the other things. 

They feel they must have a relatively strong NATO force if they 
are to sit down in the EDC, with a prospective German force which 
they know will be strong. 

ow I think it is only ay in a long-term sense that the splinter 
party and the other political problems which France has, have a 
direct impact on this. The French have a very difficult economic 
situation. Despite the high taxes in France and large collections, 
some things make it difficult for them to support a defense effort in 
NATO and Indochina as large as the facts of their international 
situation would require. 

Now, if there were a stronger French Government, it is at least 
theoretically possible that that Government could take more vigorous 
economic measures and establish the French economy on a basis which 
would be sufficiently sound to pay, shall we say, a larger proportion 
than they are now paying because of these efforts, but that is a very 
difficult business. 

Mr. Burieson. You are saying that it is outside their economic 
capabilities to meet this obligation, and not a political compromise? 

r. Martin. That is correct. In a longer term a strong political 
situation would create a better economic situation in France, but that 
cannot happen overnight in France. 

That is something for a number of years. In the short term I think 
it was basically economic. Because we did not want to have happen 
the things that would have happened to the French military effort 
if we had not helped them. 

Mr. Bentiey (presiding). Mrs. Kelly—— 

Mrs. Ketxx. Mr. Chairman, I would like to know if it is included 
in this “201 defense payments, $400 million for Indochina,” or is it 
included in “401, no breakdown, developments and technical.” 

Mr. Woop. You are speaking now of the fiscal year 1954 requests? 

Mrs. Ketiy. Yes, Mr. Wood; is this outlay included in one of these 
or was it in excess? 
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Mr. Woop. This outlay was in the total appropriation for military 
end-item aid and the funds for the financing of this came from that 
source, 

I think that maybe part of this was transferred—I am not sure— 
from economic aid, but I am not sure as to that—I guess that. is not 
the case. 

It was in the military end-item funds, Mrs. Kelly. 

Mr. Bentiey (presiding). You may continue, Rr. Halaby. 

Mr. Hauasy. This inner portion of the chart which you have before 
you, attempts to give you our best estimate of what contracts will 
ye placed in the remainder of this fiscal year, that is during the last 2 
months. 

Recall, if you will, that this data is as of May 2, 1953. 

The hatched portion here indicates contracts remaining to be placed. 
I will come to another chart and break that down. 

You will note in general then that about $600 million was placed 
in fiscal year 1952 and about $1,400 million this year is expected, or a 
total of about $2 billion. 

That $2 billion relates to a total cumulative appropriation for end 
items of about $14 billion, so about 1 out of 7 end-item dollars will 
be working in Europe. 

Mrs. Cuurcu. Would you mind repeating that? 

Mr. Hauasy. About one-seventh of your appropriations for MDAP 
end items—— 

Mrs. Cuurcu. Do you mean one-seventh of the United States share? 

Mr. Haasy. One-seventh of the total amount you have appropri- 
ated, $14 billion, is now at work or will be by June 30, in Europe. 

Now I neglected to mention one point. 

You will note here, Japan and Formosa totaled to date about $15 
million. It will be increased next year. It is primarily for ammuni- 
tion. 

There are some compasses and miscellaneous items in Japan. 

(A chart was.shown entitled “Fiscal Year 1951 and 1953 Offshore 
Procurement Programs, Value of Contracts Placed by Service and 
Country of Procurement” and is herewith inserted. ) 

Mr. Hatasy. Now to refer to this figure which will soon be $2 
billion, we have taken a map of Europe and attempted to show you by 
country, just what it looks like. 

Again, France stands out as the recipient of the greatest number of 
these contracts. 

Again, Mr. Vorys, just to be sure that there were not any hookers 
in this arrangement, we have shown the special military support and 
normal offshore procurement separately. 

I am afraid the chart that I put in front of you there is not fully 
legible. These little symbols, the square red blocks are vessels. 

For example, in France we have placed contracts in Cherbourg, 
Le Havre, Marseilles, Avignon, and Saint Nazaire for vessels and 
in another moment the Navy will explain a little bit about one type of 
minesweeper. 

Mr. Bentuey. Is this as of May 2, or is this contemplated through 
the end of the fiscal year? 

Mr. Haxasy. This is also as of May 2. I am sorry there is no 
date on it. 
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Mr. Vorys. I did not get the figure that you said you intended to 
contract for from May 2 to June 30. 

Mr. Hatasy. I will give you two figures if I may on that. 

We had up to May 2, 1953, placed a total of $705.4 million for 
Army; $345.5 million for Navy ; $385.8 million for Air Force. 

That is approximately $1,435 million cumulative up to May 2. 

Of that, about 800 was in fiscal year 1953 and 600 in fiscal year 1952. 

I have here the figures for May 13 which came off the press last night 
which are later than the May 2 figures. It shows a total of $928 mil- 
lion for all 3 services out of fiscal year 1953, so we have gone up ap- 
proximately $128 to $150 million. 

Now we expect to add to that, $572 million in the Army; about $17 
million in the Navy, and about $200 million in the Air Force for a 
total additional amount of approximately $800 million. 

I have been saying that we expect to get $1.4 billion because I want 
to be on the low side of these estimates. There are contracts in the 
process of negotiation. I will come to some examples in a moment. 
There are contracts that have been worked on and programed and in 
negotiation for some time. 

All these military contracts bunch up in the last quarter. I am giv- 
ing you the figure of $1.4 billion, although we might reach $1.6 billion 
total for fiscal year 1953. 

Mr. Vorys. I missed your explanation of the $2 billion figure. 

Mr. Harapy. That would be the cumulative figure for fiscal years 
1952 and 1953. 

Let me just summarize: Fiscal 1952, $600 million. Fiseal 1953— 
I say, on the safe side, $1.4 billion. On the optimistic side, the maxi- 
mum is $1.6 billion. As of June 30, we expect between $2 and $2.2 
billion to have been placed in contracts in Europe, Japan, and 
Formosa. 

Mr. Vorys. But you had $1,435 million placed up to May 2. 

Mr. Haxasy. That is everything. Yes, sir. 

Mr. Vorys. And you expect to place 50 percent as much as you have 
ever placed in the next 2.5 months? 

Mr. Hauapy. That is right. 

It is a total of 8 weeks because we are using the May 2 figure. 

Mr. Benttey. It is about $800 million? 

Mr. Hatasy. As I pointed out, the money was released to the pro- 
curement services about 6 months ago and they have been placing 
contracts with hundreds of sources. They are negotiating a lot of 
bids that have come in and are trying to drive the prices down and 
the schedules up. That takes time and, as I have said, it is unfortu- 
nate but true that on almost all military procurement the contracts 
bunch up in the last quarter. 

Mr. Vorys. It is unfortunate but true that the obligations in this 
program jumped so that last June we had an obligation of $2 billion 
in 1 month. Many of us have different explanations as to why the 
obligations pile up at the end of the fiscal year. 

Mr. Merrow. What is the amount you are allowed to place in this 
offshore procurement ? 

You said it would be $2 billion or $2.2 billion by the end of the vear. 
What is the limit on it? 
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Mr. Hauasy. There is no legislative or appropriations limit. Last 
year this committee suggested a floor rather than a ceiling on it. 

The limiting factors are these: First, the total appropriation you 
make for end items; second, the European capability for absorbing off - 
shore procurement contracts; third, we must buy in the United States 
a very large proportion because this is equipment that is follow-on 
equipment already programed or provided and spare parts. 

There are quite a few items they do not produce in Europe and could 
not produce economically. There are some items we would not want 
them to produce for strategic reasons. There is a variety of limiting 
factors, but there is no ceiling. 

Mr. Merrow. Have you planned an overall ceiling that you hope 
to reach or are you developing it as you go along? 

Mr. Hatasy. We are trying to do it on a business basis. We are 
hoping that as a result of having placed approximately $2 billion on 
contract, together with their own self-financed military production, 
that we will have the kind of industrial base in Europe that could 
be rapidly mobilized in war and that would lead toward their self- 
support. 

Mr. Bentiry. I would like to ask a question about this contract 
negotiation : 

Are the negotiations confined to one particular country or is there 
what you might call intercountry bidding? 

Mr. Hatasy. They are both, sir. On what you might call bulk 
items such as ammunition there is intercountry bidding. 

We authorize from Washington to the Chief of Ordnance Procure- 
ment in Germany, a certain dollar amount for certain categories of 
items. He then solicits bids in all the countries capable of producing 
that type of ammunition. Those bids come back in and then, in the 
light of those bids, he can either accept the lowest and best bid, or he 
can start with that and negotiate downward. 

That, in the ammunition case is the normal approach. 

In the vessel contracts, all of the shipbuilding capacity for the kinds 
of vessels that we have on our program has been carefully surveyed 
each year and those contracts are let on what we call a restricted- 
source basis. 

In other words, in those cases it is strictly negotiation. 

Now this might be the point at which to discuss the price problem. 

We have very great difficulty in making a precise, documentable 
comparison between United States prices and European prices for 
these items. 

What we do is to try to make as many comparisons as we can. In 
order to give you a general idea, we have taken all the contracts that 
had been let up to March 31 which we have been able to examine, and 
have gone over them and made a rough comparison. 

This is not a precise statistician’s comparison, but a rough com- 

arison, which recognizes that there are United States as well as 

ritish types involved here. Since there are certain characteristics 
that differ and since there are manufacturing techniques that differ, 
it is a very rough comparison. We find roughly that the $2 billion 
in orders which have been placed will have been placed in the aggre- 

ate at a lower price than they could have been bought in the United 
States and shipped to Europe. 
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The average ammunition price has been higher in Europe than in 
the United States. We will give you an example of that in a mo- 
ment. Wecan go into greater - detail. 

With respect to aircraft, the price has been lower than for a similar 
article procured in the United States. 

With respect to the vessels, the price has been considerably higher 
in the United States. Here and there, there are some items we are 
getting for half, or 40 percent of what the similar United States price 
would be. 

Here and there, there are some that are higher prices, but when you 
come right down to it, what United States price are you using? 

What European price are you using ¢ 

What stage of production are they in? 

How efficient are they? Is the price high to begin with, and is it 
coming down in subsequent contracts ¢ 

Those are the questions. 

(A classified chart was shown entitled “Total MDA-OSP Con- 
tracts Placed by Country and Commodity Category as of May 2, 
1953.”) 

Mr. Hatasy. This is the previous information broken down by 
country and by commodity as you requested in your memorandum of 
May 15. 

That is as of May 2. 

If there are no questions, I will go right on to the next one. 

Mr. Vorys. Just glancing at this “Balance e of programs to be placed, 
$801 million.” I thought you said $700 million ? 

Mr. Hatasy. You rounded my 6.8. You took the midpoint when 
you took the 7. 

I said it would be between $600 million and $800 million in the last 
60 days, and you took $700 million. 

Mr. Vorys. The $801 million, that was figured as of May 2? 

Mr. Hatasy. Yes, sir. 

Mr. Bentiey (presiding). Mr. Merrow 

Mr. Merrow. Mr. Chairman, in connection with that, that seems like 
placing a lot of contracts in the next 2 months, but I suppose the 
groundwork for this has been laid, has it ? 

Mr. Hauasy. Yes, sir. I could take you right through the chro- 
nology of it if you wish on almost every item—when the money was 
allocated by the Director for Mutual Securi ity; when the Office of the 
Secretary of Defense authorized the service to procure; when the 
service authorized the procurement officer to start negotiations; when 
he went out to the field; when he got the bids back; and when negotia- 
tions commenced. 

We have looked it over each week, and we feel that this is not a jam 
session, Mr. Vorys; we feel this is a logical progression. 

It is not the way we would like to do it, but it is the way the con- 
stitutional and legislative situation requires it to be done. 

(A classified chart was shown, entitled “Fiscal Year 1953 MDA- 
OSP Contracts To Be Placed as of May 2, 1953.”) 

Mr. Hatany. We want to keep this chart classified, not because the 
Russians will get hold of it, but because negotiations are in progress 
and we do not want to compromise. 
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(A chart was shown, entitled “NATO Countries Offshore Procure 
ment Procedure,” as follows :) 
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Mr. Hatasy. This is the chart that was at the beginning of your 
booklet. 

Mr. Vorys. Before you go on, I note that, of the balance of the 
program to be placed, the overwhelmingly largest item is for am- 
munition, which you say is one item where we cannot get it cheaper 
over there. 

Now I am impressed by our own study mission and others who say 
that we ought to_place offshore procurement for strategic rather than 
economic reasons, but is there somebody who could tell us why we 
insist on spending our money on the one thing that we know we can- 
not get as cheaply here? 

Why do we concentrate $444 million there on ammunition when 
there is not any other item that comes anywhere near that? 

Mr. Hauasy. I will try to give you some of those reasons and Gen- 
eral Russell can supplement what I say. 

First, the ammunition is required and the delivery forecasts of 
when we could get the critical rounds show that it would not be avail- 
able to be shipped to Europe for many months ahead. 

(Discussion off the record.) 

Mr. Haxasy. Secondly, this is something the Europeans can make 
and have capacity for making. 

Third, the prices are coming down. I told you the bad side of it. 

The fact is, as of the present time, the aggregate prices we pay in 
Europe are around 115 percent up to March first—that is the cutoff 
date on the data—around 115 percent of the United States price. 

Now the United States price I was talking about did not include 
transportation. It takes somewhere around 4 or 5 percent of the cost 
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of the ammunition to ship it. Secondly, the United States price is 
the average price, sir. It was not the price of the first contract. It 
was not the price of the producer early in the learner’s curve. It was 
the average price as of a recent date. 

The highest United States price in some cases was substantially 
higher than the average price, the lowest, somewhat lower. We took 
the average. 

They are capable of making it; they are making it in quantity now 
and with some improved technology. The contracts being placed 
this year in most cases are going to be at lower prices than last year, 
and I believe it is fair to say, General Russell, that in the majority 
of cases the contracts placed this year will be comparable to the 
United States price. 

Mr. Burtzson. I would assume that labor is a pretty big item in 
the consideration ? 

Mr. Hauasy. Labor is, of course, the lower cost item in European 
production. 


STATEMENT OF BRIG. GEN. SAM RUSSELL, DEPARTMENT OF THE 
ARMY 


Genera] Russeiu. The biggest cost is the cost of the propellent. It 
runs three times the United States charge. 

The other thing from the military standpoint is that it is extremely 
important to have a production base on the ground which in fact can 
take the place of stockpile. 

(Discussion off the record.) 

Mr. Harasy. We had intended service by service, to describe these 


examples. 

Why do you not, General, describe the 105-millimeter shell which 
was produced under this program and just give us a rough idea of the 
oe in the program and the cost? 

yeneral Russetx. The large shell is the 105-millimeter howitzer 
shell. It is an actual example of an item which was procured offshore 
in France. This is the shell that is used by the the standard light ar- 
tillery piece in the Infantry and Armored Division in the 105-milli- 
meter howitzer. 

There are 54 of these in each division, and the rate of fire of this 
item, the standard rate of fire is 45 rounds per day, so you see it is quite 
a sizable item and obviously would represent a great amount of ship- 
ping space. It was put under offshore procurement for the reasons 

r. Halaby has just gone over. 

This is one of the items where our price is not as favorable, shall we 
say, as in some of the other items. 

A more favorable one is the next item I will talk about. However, 
we feel that it is a reasonable price when everything is considered in 
comparison with the United States prices. 

To be specific, the offshore prices run something under $30 a round— 
as low as $29.25, and as high as $30. 

Not taking into consideration shipping charges and various other 
elements, the average price for 1953 has been $25.58. 

However, since Korea started, in starting up production—which 
always costs more and which is the same situation we have in Europe— 
we have paid as high as $31 for that round in the United States. The 
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average OSP price on that round, as I say, is above the overall United 
States average, running around 120 percent of our average 1953 
contract. price. 

Mr. Vorys. To a layman looking at this, it looks like a piece of sim- 
ple construction. Once they get into quantity production, is there 
not any relation between quantity production and unit price? 

General Russeiu. There is indeed, sir. 

It is not just as simple as all that. That fuse in there is a compli- 
cated thing. There is a bursting charge and an igniting charge. It is 
just a can full of powder with a hunk of metal on the end. 

You are quite right, sir, and we think that if we have follow-on 
contracts in Europe, that price must come down. Quantity produc- 
tion accounts for the difference between the United States price of $31, 
which I said was the highest price we have paid since Korea started, 
and the average price in 1953, of $25.58. 

Mrs. Cuurcu. Mr. Chairman, may I ask a question at that point? 

When we were down at Bombrini Parodi Delfino Colleferro, the 
question was raised that there was always difficulty in meeting a new 
low price as it came from the United States. 

In other words, when it came to 110 percent over the 100 percent, 
that they would just about get their prices down to where they could 
compete and then a new price would come in undercutting the original 
100-percent price which they had to meet and the argument was 
raised among some of us, that the difference might be due in fact to 
the fact that some of our ordnance was produced in Government- 
owned and tax-free ordnance bureaus. 

Does that enter materially into the offshore procurement of ammu- 
nition abroad ? 

General Russet. On this round we are paying about 120 percent 
of the United States price. We feel that can be explained—not en- 
tirely precisely—but perhaps 4 or 5 percent of it is for shipping 
charges. 

We provide for our profit contractors as well as Government fa- 
cilities, certain facilities assistance. We loan them the machine tools. 
They remain the property of the Government, but there is an ex- 
pense of installing that. ‘That perhaps represents another 4 or 5 per- 
cent. 

There are other tangibles, such as tax forgiveness. Early amortiza- 
tion in cost of buildings, and so forth, that perhaps represents another 
5 percent so we do not feel by paying $30 for that round, we are pay- 
ing a great deal more in the long run than that round would cost us at 
home and we do have the tremendous advantage of having the pro- 
duction facilities near the place where the fighting might be. 

Chairman CurrerrieLD. Tell us about these others, if you will? 

General Russeiu. The next is the 3.5 rocket. It is used in the im- 
oroved bazooka, which is the principal antitank weapon of the in- 
Sentes soldier. There are 465 rocket launchers or bazookas, the item 
that fires this particular round, in an infantry division. The reason 
for placing that on offshore is much the same, it is a high-consumption 
item. 

As far as price is concerned on this, we have paid offshore as high 
as $19.90 ona round. We have paid as low as $15.58. 





MUTUAL SECURITY ACT EXTENSION 455 


The United States average contract price for this item in 1953 was 
$16.30, as compared with our lowest offshore price of $15.58. We 
have paid as high as $26 for that round in the United States. 

That is obviously one of the more favorable ones from the price 
standpoint. 

Now I do have over there about 300 pounds of radio stuff that is 
not very visible. That is another example of an item that was procured 
offshore in France. 

Do you wish to go into that now, sir ¢ 

Chairman Currerrietp. Go right ahead. 

General Russeix. This radio set can be mounted in a vehicle or can 
be used as a dismounted set. It can communicate between moving or 
stationary vehicles. It is used in the infantry division in the ar- 
tillery. There are 93 of these sets in the infantry division. 

This was one of the more or less guinea pigs in the offshore procure- 
ment program. Jt was placed on the program very early. It is a 
new model which will not be obsolete for some time. We did not have 
the facilities in the United States—and this applies equally well to 
ammunition—to provide this equipment to fill our time requirements, 

There were ample facilities, know-how, and technique available in 
Europe to produce this. We had the specification and drawings and it 
is readily available. It is a set that is used widely throughout the 
NATO forces. 

Now so far as the financial aspects of this one are concerned, it is 
about in the middle. 

The offshore price of this is $1,542. 

The average United States price—again, not counting shipping and 
these other intangibles. 

Chairman CuiprerrieLp. How much was that? 

Genera] Russexx. $1,542. It not only receives, it sends out. 

Mr. Harrison. For all divisions it would cost a good deal. 

General Russet. The average 1953 price of that in the United 
States was $1,448, as compared with $1,542 offshore. In the United 
States we have paid as high as $1,784 for it. I think that is typical of 
what you will find across the board. 

Mr. Woop. That is a voice transmitter. 

General Russexi. You can talk or send telegraph. 

Chairman Cureerrretp. Thank you very much, sir. 

Mr. Hauasy. Just very briefly, these organization charts I know you 
have always found rather more confusing than clarifying, but it is a 
complicated program. 

General Russet. We have tried to show that the program is per- 
formed largely abroad. We have the SRE and the European Com- 
mand. They make recommendations which are sent back to the Office 
of the Secretary of Defense and he sends them to the Army, Navy, and 
Air Force for comment and recommendation. 

When they come back we send them to Governor Stassen’s office 
and he either approves or modifies them and allocates the money to 
initiate the procurement. 

Mr. Harrison. I want to go into this, and I do not know whether 
this is the proper time or not. 

If it is not, 1 want you to tell me. 
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I have been trying to read some of these reports of these various 
teams. One of the things that impressed me most about it is that these 
different teams working separately on quite a number of occasions 
have come up with the same criticisms and the same recommendations 
and they are very much along the lines of the views that the subcom- 
mittee came up with in its study over there. 

One of these recommendations that I noted in almost all these 
reports is a rather severe criticism of the present functions of SRE. 
Almost all of them contain a recommendation for drastic changes. 

Are you going to do that, or not? 

Mr. Hauasy. I think that question is Governor Stassen’s. 

Mr. Harrison. Is it Governor Stassen’s or is it ours? 

Mr. Harasy. What we do under the present law I presume would 
be a decision for Governor Stassen, the Secretary of State and the 
Secretary of Defense working with him, but if you wish to pass any 
new legislation of course, you will determine that. 

Mr. Harrison. Is SRE set up by law or executive order? 

Mr. Woop. It is set up by law, but some of its functions are further 
developed by Executive order. 

I may say, Mr. Harrison, that the recommendations of these teams 
are being very carefully taken into account, and I understand that 
a plan to make a fairly substantial change in the functions of the Paris 
office is under active discussion now. 

The problem of organization has been studied by the Rockefeller 
Committee, and the results of this study have been the subject of 
intensive discussion among the Bureau of the Budget and the various 
Cabinet officers and staffs concerned. 

So far as I can now prophesy since final conclusions have not been 
reached on this subject, it certainly looks as though there is going to be 
a fairly substantial change in SRE organization in line with, or in 
the direction of, the recommendations of these teams. 

Mr. Harrison. Including the recommendations of practically all 
these teams, that the MSA be absorbed in the Department of State? 

Mr. Woop. That is a different question, Mr. Harrison. 

I may say, however, that I can answer your question “Yes” in one 
respect. Discussions of this subject are now taking place at very 
high levels. I think you know that Secretary Dulles has from time 
to time said that he would wish to have very clear authority over 
policy but would hope to be able to delegate to an operating agency 
the actual operations of these programs. 

What will finally come out of the high-level consideration of these 
questions by way of recommendations to the Congress I am not yet 
in a position to say. 

All I can say to you is that the new administration is going very 
deeply and conscientiously into these questions. 

Mr. Harrison. Mr. Chairman, the only reason I went into this— 
and I am not going to press it at this time—is that it does seem to me 
that these numerous reports with these teams working separately and 
coming up with these recommendations to correct what they regard 
as serious flaws in the program, it does seem to me it should have some 
consideration in the drafting of this legislation. 

Mr. Woop. They are very useful reports, and they are being taken 
most seriously by those who are concerned with the problem of the 
administration of this program. 
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Chairman Cureerrrecp. Mr. Wood, it is obvious that we cannot 
finish this subject, today. 

I wonder if you feel you have proceeded far enough that you could 
finish it if we had a meeting tomorrow morning at 10:30? 

Mr. Harasy. I wonder if we could, with your permission, put very 
briefly on the record the story of the aircraft and the ships and the 
nets and then I could release three key officers. It will not take more 
than 12 minutes. 

Chairman Currerrretp. Go right ahead. I am in no hurry to ad- 
journ the meeting. 

Mr. Hatasy. That will enable me to release three of these key offi- 
cers who have other duties. 

I think we should take first the aircraft. Perhaps one or two of 
you may have seen these models before. I know that you have heard 
of the recent contract signed in Paris by Secretary Wilson and the 
other defense ministers involved with respect to the French Mystere 
interceptor and the Hawker-Hunter here. 

We asked the Air Force through Col. Henry Taylor to give you some 
facts and figures on these, and in general to try to demonstrate with 
firm figures why we think this was a very good deal. 

Colonel Taylor. 


STATEMENT OF COL. HENRY TAYLOR, DEPARTMENT OF THE AIR 
FORCE 


Colonel Tayzor. I will give you but a very brief description today 
of these two day-interceptor fighters which we have under procure- 


ment in Europe. 

These two models which make up the bulk of our fiscal year 1953 
procurement. 

As Mr. Halaby has said, this is a French-designed aircraft officially 
designated as the MD-452 Mark IV. We know it as a Mystere. 

We have here tie famous British Hawker-Hunter aircraft. Both 
of these aircraft have been flown by topflight United States Air Force 
test pilots and have been found to be readily acceptable and fully cap- 
able of performing their NATO mission. 

As you can see from the configuration they are modern in every 
respect, and have the swept-back wing so necessary for high speeds. 

The green airplane, the Hawker-Hunter, was designed by the British 
strictly as a day fighter. It is capable of a high rate of climb, a high 
combat ceiling and high speed. It is powered by one Rolls Royce 
Avon engine which is of British design and which has a thrust rating 
of around 7,000 pounds. That 7,000 pounds is capable of being 
raised to 9,000 pounds when combined with what we call an after 
burner, which is a thrust augmentation device. 

This airplane is also capable of taking another British-design en- 
gine in a similar thrust category. It is the Sapphire engine and I 
mention that because the Sapphire engine is the British comparable 
design to our own J—65 engine which we have in some of our fighters— 
the F-84-F, for instance. 

I realize that some of these thrust ratings might not mean too much 
to you people, but I am trying to compare them with a United States 
type so that you will get some idea and have a feeling in your own 
minds that you are getting in these two aircraft, modern aircraft. 
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The French Mystere has a dual role. Although it is primarily de- 
signed as a day interceptor fighter, it is capable of a secondary mission, 
that of a ground fighter. Consequently, its structure must be capable 
of withstanding higher loads. 

It will be initially powered with a French engine called the Tay 
engine. 

The design of this particular engine originated in Great Britain. 
Incidentally, it is the same British engine from which the United 
States J-48 engine was designed. So once again you can see that 
the initial engine installation in this airplane is comparable to one 
of our own United States Air Force engines. 

The later models of this airplane will be equipped with an all- 
French designed engine called the Atar. Both the Tay and the Atar 
engines at the present time have similar thrust ratings, but the Tay 
has gone about as far as it can go in thrust increase, while the Atar, 
being a newly designed engine is capable of model improvement which 
eventually will give it a much higher thrust and consequently a much 
higher airplane performance. 

It should be noted that the performance of both of these aircraft 
are comparable to the performance of United States aircraft. 

It is rather difficult to find the right models to use for comparison. 

I have here the Hawker-Hunter, the MD-452, the F-86D, not because 
it is a day fighter—it actually is an all-weather fighter—but because 
it is in the same weight category as the Hawker -Hunter and MD-452. 

The day fighter, the F-86-H, which comes out in approximately the 
same time period as the foreign-built aircraft, has the same basic 
mission, that I have used. However, it is a heavier aircraft because 
it is a special-purpose aircraft and is designed for very violent 
maneuvers at high altitude. 

The takeoff weight of these three aircraft is in the neighborhood of 
17,000 pounds. The F-86-H is considerably heavier at 22,000 pounds. 

The takeoff ground run, which is a very important factor in Europe 
because their runways are not always as long and as good as ours here, 
also is comparable to our airplanes. 

(Discussion off the record.) 

Colonel Taytor. The rate of climb, which is also a very important 
characteristic of the day fighter because it must reach its target 
rapidly, is also comparable. 

(Discussion off the record.) 

Colonel] Taytor. For your information at sea level under general 
conditions, the speed of sound is about 660 knots. That is interesting 
as a means of comparison. 

You can see that although we are comparing aircraft that were 
originally designed for a little different role their performance is all 
of the same order of magnitude. 

Mr. Bentiry. Mr, Chairman, I wonder if the colonel could supply 
for the record comparable figures on the types of planes on the other 
side of the curtain so we can have the real comparison. 

Colonel Taytor. Sir, I can supply that for the record but I do not 
have that with metoday. I will get that. 

Mr. Vorys. How long can they operate? 
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Colonel] Taytor. I can give you a general idea of that. I have left 
it out purposely because the Europeans and the United States Air 
Force do not compute our ranges on the same formula so I did not 
want to mislead you. 

(Discussion off the record.) 

Mr. Vorys. That Mystere has them all licked up and down the line, 
has it not ¢ 

Colonel Tayxor. Yes, sir; and I can tell you why. The Hawker- 
Hunter is an aircraft practically in being. The first one of those will 
come off the production line, starting quantity production in July of 
this year. 

As you know, the F-86D has been in being for sometime and will 
soon be out of production. 

The F-86-H is a special-purpose airplane, it is an interim model 
and though it is just coming off the production line at the present 
time, it is a special-purpose airplane with a fighter-bomber capability, 
so it is not quite fair to compare it here. 

The MD-452—although there are prototypes in existence, produc- 
tion is still a year off, so it is a newer airplane; it should have better 
characteristics and it does. I think it shows the soundness of our 
offshore procurement aircraft program. 

Mr. Vorys. Is that slide-rule performance or has one of these 
Mysteres delivered that ? 

Colonel Taywor. Sir, these are slide-rule figures which have been 
substantially verified by our own United States Air Force test pilots 
who have flown both of these airplanes, not once but several times. 

We are not taking anybody’s word for either one of these airplanes. 

Mr. Haasy. As a fellow naval aviator, Mr. Vorys, that airplane 
is young and it has a lot of growth. Next year this time if we come 
back and say that due to a lot of “improvements” which always mean 
more weight and so on and so forth, that the weight has gone up, the 
rate of climb has gone down a little and the speed has gone down a 
little, I know you will understand. 

Colonel Taytor. Both of these airplanes are structurally capable of 
growth potential. Both the French and the British have higher 
thrust engines coming along so that we can expect the normal growth 
potential of these airplanes that we would expect of our own United 
States airplanes. Both of these airplanes have broken the sonic bar- 
rier. Not in level flight but in a dive. 

(Discussion off the record.) 

Mr. Vorys. How about the comparative cost ? 

Colonel Taytor. I am coming to that. I know you are all inter- 
ested in costs and because we compute our support requirements dif- 
ferently from the European method, I have used fly-away costs as a 
unit of measurement, which I think is fair. 

The Hawker-Hunter currently is costing us $220,000 each. 

The Mystere is costing us $291,000 each. 

The F-86-H—which again I want to remind you is a special-pur 
pose aircraft—is costing us $398,000. 

Mrs. Cuurcn. Would it be wrong to ask what the special purpose 
is? 

Colonel Taytor. Not at all. 

(Discussion off the record.) 


83064—53——30 
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Mr. Vorys. You say the F-86D costs $390,000? 

Colonel Tartor. The F-86-H costs $398,000. 

I have not compared prices on the F-86D because it is a different 
kind of an airplane, it is a night, all-weather airplane, it is basically 
more expensive than a day interceptor fighter. 

Mr. Vorys. Would it cost more than $398,000? 

Colonel Taytor. At the present time it would not because it is well 
along in production. As a matter of fact, our 86D is about phased 
out. 

Mr. Hatasy. That one has been in production for 2 to 3 years. 

Mrs. Keitty. When will we get deliveries on these? 

Colonel Tayvor. In fiscal year 1953 the fly-away cost in our own 
USAF program, of an F-86D was a little less than $316,000, but it 
is well into production. 

Mr. Harrison. What is the difference between that and the Saber 
jet that is now fighting in Korea? Is that an F-86? 

Colonel Taytor. That is correct; but to my knowledge there are 
no F-86D’s over there. The F-86D is designed specifically for 
night and all-weather missions. It has a lot of radar equipment in 
it and it is only eccnomica] to use it for that particular purpose. 

(Discussion off the record.) 

Mr. Haapsy. I would like to bring out one thing, Mr. Chairman, 
and that is the delivery schedule on these aircraft. 

We faced, as you know, in the Mutual Security Act, the so-called 
terminal date. That provides in very general terms that there would 
be 12 months after June 30, 1954, in which to empty the aid pipeline. 

Now, we found when we negotiated with the British and the French 
with respect to these aircraft and with several countries with respect 
to minesweepers that we had some awful good deals in prospect there. 
We looked very carefully into the effect of the terminal-date provision, 
section 530 (a), I believe it is, in the act. Our lawyers advised us and 
the matter was considered at the Cabinet level. Our lawyers advised 
us that we could let a contract for deliveries that would occur after 
June 30, 1955, as long as we put a termination clause, a geod, hard, 
termination clause in the contract. 

We were satisfied on the legal point but in view of the fact that 
termination charges might be incurred should the Congress fail to 
extend the terminal date, the matter as I said was taken up at the 
cabinet level and it was discussed with members of this committee 
and members of the Senate committee and members of the Appro- 
priations Committee. 

In the light of all that consideration and discussion we decided to 
go ahead and let these contracts, knowing that should the Congress 
decide not to extend the act, these contracts would have to be termin- 
ated. The price was so good, the need was so great, the performance 
was so outstanding that we felt justified in going ahead. 

As a matter of fact, deliveries on these two aircraft before you, 
would not be completed under the contracts that we have let until 
early 1956. 

Mr. Vorys. When would they start? 

Mr. Hatapy. We have it, I believe, in one of the charts we gave you, 
Mr. Vorys. It is about third from the end. 

Mr. Vorys. March 1955? 
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Mr. Hatasy. On the Hawker-Hunter they commence January 1955, 
und extend through about April or May 1956. We get our first Mark 
[V in the second quarter of 1954. Those are calendar years. 

Mr. Woop. We are requesting, Mr. Chairman, the extension of that 
date in the legislative request this year. 

Chairman Curerrrtenp. Does that complete your subject ? 

Mr. Hauasy. Yes, sir. I am sorry that proved so interesting that 
it took quite a bit of time, 

Now, we do have two other exhibits and we have Commander Dan- 
forth here. We can begin with those in the morning or we can 
complete them now. 

Cheletian CurrerFrteLtp. We will go right ahead. 

Mr. Hatasy. We thought that we would select from the Navy end- 
item program, being procured offshore at least two items. We thought 
you would be partic ularly interested in items designed to meet the 
Soviet threat, so we brought up a minesweeper and a torpedo net. 
We asked Commander Danforth of the Department of the Navy to 
give you a very brief description of a typical harbor-defense layout, 
and then relate that to the net which we have over in the corner. We 
have a small sample of it over in the corner. 

(A chart was referred to entitled Typical Harbor-Defense Layout 
is follows :) 
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STATEMENT OF COMDR. PAUL DANFORTH, DEPARTMENT OF THE 
NAVY 


Commander Danrorru. The principal object in today’s warfare is 
actually the movement of men and materials from one place to the 
other via the sealanes. 

Now, we have here some very fine examples of aircraft and that is 
the glamorous phase of warfare. However, the Navy has to supply 
the petroleum products, the ammunition and the spare parts and also 
the men who fly the aircraft and take care of them. 

In order to do that we need a system of ports whereby we can dis- 
charge cargo and receive casualties on board for the return trip and 
so forth. 

The system of ports is most important in the logistic supply of 
warfare. I think that you will all understand that for a submarine to 
operate effectively, the easiest way is for it to lay outside of a port 
and shoot at all of these ships which funnel into the ports. They can 
search for ships on the sealanes, that is true, but it is a lot h: arder to 
find a convoy in a vast expanse of ocean when all the submarine has 
to do is lay off one of the ports that the ships have to enter and shoot 
at them there. 

In order to protect our ports we have this typical harbor defense 
system which we use in all of the ports. 

Now, I will briefly explain how the system operates and then get 
into the actual material used. 

These green lines represent detection devices. It is a magnetic 
cable strung on the floor of the ocean and a submarine in crossing that 
line would set up a magnetic deflection on a device located at one 
of the harbor entrance control posts. There are also acoustic devices 
represented here by these blue triangles which are also tied into the 
harbor entrance control posts for further detection. 

Now, a submarine, even though you knew he was there and had 
crossed those lines, could still do so and lay in here and shoot torpedoes 
through the harbor entrance at ships laying along side docks. As a 
matter of fact, during World War U our own submarines used that 
process in countering Japanese fleets without any difliculty because 
the Japs did not have any harbor defense protection. 

In order to prevent the submarine from actually firing a torpedo 
through and into the harbor we have devised a system of antitorpedo 
nets with which we close every harbor that we are going to use. 

A sample of this net is right over here. 

This is a full-sized grommet that these nets are woven from. As you 
can see from this model here [indicating] how the actual net is made 
up of these various grommets woven together. No torpedo would 
ever be able to get through that because of the extra grommets weav- 
ing in there together. The torpedoes are all larger than the size of 
the grommet. 

Now, the nets themselves are quite heavy. They stand in panels 
72 feet long and the depth varies with the depth of the water but 
generally about 50 feet. In order to handle these heavy nets and 
string them together, we use ships such as the one shown on the table. 
That is a standard net layer. It is merely a working ship to lay the 
nets and to work on them and to keep them in condition. 
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Now, our offshore procurement program has bought net tenders 
such as that one in France and in Italy and we have bought nets like 
this in Italy and in France, Belgium, and the Netherlands. 

I might say that we bought them at a considerable price saving in 
all respects. The net tender there will cost in this country about two 
and a third million dollars each whereas we have been able to buy them 
in Europe for one and two-thirds million dollars. There is a consid- 
erable saving. 

We can buy these nets at a 20-percent saving. 

I think that that is about the story on that. 

They are a very essential ingredient of harbor defense and we have 
been able to procure them in Europe at considerable saving. 

Chairman ameetnmes Thank you, sir. 

Is there any question ? 

Mrs. Cuurcu. How many harbors are so equipped at the present 
moment ? 

Commander Danrortu. We have not equipped harbors as such 
because the nets will deteriorate if you put them in the water. We 
have established a training school in 3 countries in Europe; there is 
1 in France, 1 in Italy, and another one in Greece, where we train the 
European personnel in the actual handling of the harbor-defense 
equipment. 

Mrs. Cuurcn. How long would you have to have an alert in advance 
to make these defenses effective ? 

Commander Danrortn. They are already laid up in several other 
harbors—I mean the nets are stored and can be laid in the water in a 
matter of a day or two. A week at the most. It would be an extraor- 
dinary circumstance to take over a couple of days to lay these nets. 

Mrs. Cuurcn. Are these comparable to the nets that were used in 
Pear] Harbor ? 

Commander Danrorrn. Yes; they were made to United States 
specifications. 

Mr. Hatany. Excuse me. Pearl Harbor when, Mrs. Church? 

Commander Danrortu. We had a net protection at Pearl Harbor 
and we had them during the war. 

Mrs. Cuurcn. I thought that there was a net that was not opera- 
tive at the time of the initial attack. It was that net I had in mind. 

Mr. Haasy. Of course, the Pearl Harbor attack was an air attack 
largely. 

Mrs. Cururcu. Is there not some evidence that a submarine got in 
that day and came out again? 

Mrs. Ketuy. That is right. 

Commander Danrortu. They were working on craft entering the 
harbor and coming out at that time. I think one actually did get in. 

Mr. Hatrasy. Like all military equipment, if it is not manned and 
in place, it could be circumvented. I did not think you wanted to 
leave the implication—I know we do not—that even though this is 
in place and in readiness, you could have a Pearl Harbor through it. 

Mrs. Cuvurcn. I was thinking in terms of a surprise attack. 

Chairman Curerrrietp. Thank you, sir. 

If there are no more questions, we will adjourn until 10:30 tomor- 
row morning. : , 

(Whereupon, at 12:40 p. m., the committee adjourned to recon- 
venue at 10: 30 a. m., Wednesday, May 20, 1953.) 
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(The following statement has been submitted by the Mutual Secu- 
rity Agency, as referred to on p. 313.) 


EVALUATION TEAM RECOMMENDATIONS AND PROPOSED Fiscan YEAR 1954 MutTuaL 


SECURITY 


Bvaluation team recommendation 


EUROPE 
Belgium 
Economie aid not required. 


Denmark 

Neonomic aid not required 
France 

Continue economic aid to France, al- 
though not at the 800 to 1,000 million 
dollar level which France hopes for. 
Devote aid to prosecution of war in 
Indochina. OSP is not an adequate 
substitute for economic aid. 


Germany 

Discontinue dollar grants to the 
Federal Republic. However, if other 
means of financing the Berlin refugee 
problem fall short of real needs, limited 
dollar grants should be made to the 
Federal Republic for maintenance, 
transportation, and relocation of ref- 
ugees through Berlin. 


Greece 


Continue economic aid, but at de- 
clining rate. Under present conditions 
extreme reductions in aid might well 
increase aid requirements in later years. 


Ttaly 


Discontinue defense support for Italy 
after fiscal year 1953 program. 


Netherlands 


Direct aid already terminated and 
not required at this time. 


PROGRAM 


Mutual Security Program for fiscal year 
1954 


No funds requested. 
No funds requested. 


$500 million of aid is requested for 
France, $400 million of which will be 
devoted to prosecution of the war in 
Indochina. The balance is for the pro- 
duction of weapons for NATO forces. 


Entire $15 million proposed in fiscal 
year 1954 for Germany is intended for 
the Berlin refugee program. 


Fiscal year 1954 program for Greece 
is $20 million, one-fourth of the $80 
million in fiscal year 1953. However, 
utilization of $25 million aid in the pipe- 
line will ease the rate of decline. 


Increased defense activity has bal- 
ance of payments impact which must be 
considered. In absence of extraordi- 
nary United States expenditure pro- 
gram Italy would face serious external 
payments difficulties. Fiscal year 1954 
program for Italy includes $20 million 
of new funds, and reappropriation of 
$37.5 million fiscal year 1953 funds for 
aircraft production. It is economically 
and politically infeasible to eliminate 
defense support in its entirety in fiscal 
year 1954, particularly in view of the 
need for development in southern Italy. 
The $20 million of new funds will be 
used to help close the balance of pay- 
ments gap; counterpart from these 
funds will be devoted to development 
of southern Italy. . 


No funds requested. 
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Turkey 

United States should pay for pro- 
curement of all direct defense items 
requiring foreign exchange, including 
those now being procured by Turkey. 
Fulfill present aid commitments; con- 
tinue technical-assistance programs; 
continue economic aid for such proj- 
ects as strategic roads, factories usable 
for defense as well as civilian produc- 
tion, ete. Discontinue other economic 
aid, but consider further support if nec- 
essary to maintain Turkish defense ex- 
penditures. 


United Kingdom 
Recommend fiscal year 1954 aid pro- 
gram of $250 million, although part or 


all of it could be handled through off- 
shore procurement. 
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$50 million new funds are requested. 
Total annual cost of the foreign ex- 
change component of the Turkish de 
fense effort is 70 to 100 million dollars, 
to which dual purpose plants and roads 
would be additive. Cost of assuming 
such a program would be far more than 
the $50 million in the proposed fiscal 
year 1953 program. 


Proposed program for fiscal year 1954 
is $200 million divided $100 million de- 
fense support and $100 million special 
for aircraft-purchase program. The 
balance of the program represents de- 
fense-supporting commodity procure- 
ment. 


Austria, Spain and Yugoslavia were not covered by the evaluation team report. 


FAR EAST 


Formosa 


Make no reductions in MSA aid to 
Formosa on projects that will assist the 
Government of China to develop a mili- 
tary potential capable of an eventual 
threat to Communist-held China. Eco- 
nomic stability in fiscal year 1954 can 
be maintained only if economic aid is 
maintained at a high level. If military 
activity increases, economic aid must 
also be increased to sustain a successful 
military effort. 


Indochina 


Economic aid to Indochina in fiscal 
year 1954 should continue at approxi- 
mately the present level. 


Philippines 

No specific aid figure is suggested. 
However, report recommends reevalua- 
tion of all projects in light of new over- 
all country program, and extension of 
aid program over period of years, prob- 
ably at reduced annual level in keep- 
ing with Philippine ability to utilize aid 
efficiently. 


Proposed economic aid for Formosa 
($70 million) is of approximately the 
same magnitude as in the previous year. 
The slight increase is due primarily to 
the requirement for increased internal 
military and civilian expenditures as a 
result of increased arrivals of military 
end items and of capital equipment from 
previous year’s obligations. The fiscal 
year 1953 program included $30.5 mil- 
lion common-use program. Common- 
use funds—$30 million—are included 
in the military program in fiscal year 
1954. 


$25 million of new funds are re 
quested. Program for fiscal year 1953 
was $24 million plus $30.5 million for 
common-use items. Common-use 
funds—$30 million—are included in the 
military program in fiscal year 1954. 
Additional counterpart funds resulting 
from the recent devaluation of the 
piaster will enable a more efficient sup- 
port of the military effort—essential in 
view of the accelerated military opera- 
tion. 


$17 million of new funds are request- 
ed. Program for fiscal year 1953 was 
$30 million. MSA reduced this to $20 
million, on basis of operating experience 
and observation of Philippine ability to 
utilize aid. MSA/W has formulated for 
study by STEM/Manila an illustrative 
country program of the type recom- 
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mended by the evaluation team. l- 
though the mission in Manila has not 
had an opportunity to provide a final 
reevaluation of this program and of all 
present projects, the number of such 
projects will be reduced, and each pro- 
ject will be keyed specifically to the 
overall economic program. The fiscal 
year 1954 program represents a $13 mil- 
lion reduction from the original fiscal 
year 1953 approved program and a $38 
million reduction from the final fiscal 
year 1953 program, as reduced. 


Thailand was not covered by the evaluation team report. 
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WEDNESDAY, MAY 20, 1953 


Houser or Representatives, 
ComMITTrE ON Foreicn AFFaAIRs, 
Washington, D.C. 
The committee met in executive session, pursuant to call, in room 
G-3, United States Capitol, at 10:45 a. m., Hon. Robert B. Chiper- 
field (chairman) presiding. 
Chairman Currerrretp. The committee will come to order, please. 
Mr. Halaby, I believe you are going to complete your statement. 
After you left, Mr. Vorys, we talked about these minesweepers 
and I have asked Mr. Halaby to go over this just 1 minute because I 
think you will find it very interesting. 


FURTHER STATEMENT OF HON. N. E. HALABY, DEPUTY ASSIST- 
ANT SECRETARY OF DEFENSE FOR INTERNATIONAL SECURITY 
AFFAIRS 


Mr. Hauasy. We ended up yesterday having described the require- 
ments for, and the purposes of these models. We thought after years 
of hearing about end items you might like to see a couple of samples 
of them. 

We brought out at the beginning of the presentation yesterday that 
these were triple-duty dollars, that they were pretty hard-working 
dollars in that they bought end items, they built up a mobilization 
base in Europe that had some real prospect of becoming self-support- 
ing, and finally they provide economic benefits. Also, this military 

rocurement program is striking at the three threats that confront us 
in Western Europe. The first is the military threat and with aepeot 
to that we brought out the particular importance of some of these 
samples. 

For example, the Soviet naval threat is largely from submarines 
and from minelaying, as it is estimated at the present time. 

We showed you this net tender, this ship that is here on the table. 

The navy commander pointed out how this net tender lays down 
antitorpedo and antisubmarine nets. Those of you who were here 
saw how the typical plan for protecting a harbor works and how the 
nets that we are buying under this program, the net tenders of which 
there is a sample on the table, establishes that harbor protection. 

I think one of the points that impressed us and perhaps some of you, 
was that we are getting this net tender at a substantial discount by 
buying it in Europe. 

he average for the Navy vessels that we are buying in Europe is 
about 20 percent less than the comparable vessels—not identical by any 
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means, but comparable vessels to those constructed in the United 
States. 

We had the man with the details here yesterday, and he could go 
into it at much greater length. 

With respect to minelaying, the best and most practical antidote at 
the present time is the minesweeper. We are buying minesweepers in 
Europe and again we are buying them at less than it would cost to 
build comparable—not identical—vessels in the United States. 

Now the air threat. This program, I think it is fair to say, strikes 
at the air threat. These two models which sit in the middle of the 
table, the Hawker-Hunter and the Mystere Mark IV, are to strike at 
the increasing Russian bomber capability. 

There was an inquiry yesterday, since we had put a chart on the 
table showing the relative capabilities of these British and French 
fighters—capabilities relative to American fighters—would you put 
that chart up please? 

(A slamified chart was shown entitled “Comparison- Performance 
Characteristics.”’) 

(Discussion off the record.) 

Mr. Hatasy. The prices, as you will recall from yesterday’s testi- 
mony, were fly-away prices. That is without all the supporting 
equipment. 

The fly-away price for the Hawker-Hunter built in the United 
Kingdom as it was given you yesterday was about $220,000 per plane. 
The best figure on the current price of the F-86H is $398,000, so 
there is a substantial saving in money, in addition to the element of 
time which cannot be measured in money. 

We will have fighter production in France, Belgium, Holland, and 
the United Kingdom. That production is there in case the emergency 
grows greater than it is at present and obviously the maintenance 
and replacement, and all the supply factors are very valuable in addi- 
tion to the saving in money. 

Mr. Vorys. Mr. Chairman, could I ask a question ? 

Chairman Currerrtetp. Certainly. 

Mr. Vorys. Is that vastly lower weight of the MIG an indication 
that it is not beefed up for maneuverability? 

How could there be such a vast difference in weight? I have heard 
that they are not as maneuverable and that might be where we have 
an advantage. 

Mr. Hauasy. I can only give you a retired naval aviator’s view on 
that. I know a little about this business, because I was out at the 
naval air-test center during the war and flew some of the German 
jets and compared them with the American jets. 

And you know these MIG’s have their source or their parentage in 
some of the German as well as the Russian development. 

The main difference is that they put almost no safety features in, 
much less armorplate, less electronic equipment and they go down to a 
safety factor—as they do in everything in the Russian materiel pro- 
gram—to a much lower safety factor than we do. 

Now the lower weight provides a lower wing-loading and that usu- 
ally means a lower turning radius or a shorter turning radius. 

I think these planes, it is fair to say, are maneuverable, have a 
shorter turning radius, but are not as strong. 
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The second feature which I think we have developed to a greater 
extent than they is the capability for the pilot and the plane to pull a 
lot more “G’s.” We have these complicated anti-G suits, and the third 
feature is our gunsight. 

The Air Force will probably shoot me for making these compari- 
sons, sir, but I am just giving you some general reactions. The gun- 
sight is a highly developed piece of equipment, and it enables our 
pilots to bring the guns to bear much better than these MIG’s can 
bring it to bear on our fighters. 

(Discussion off the record.) 

Mr. Hauasy. I have not got that figure. I will get it and put it in 
the record, but I believe the ranges on both of them are on the short 
side. 

You will note that the MIGS almost never come down over U. N. 
controlled territory. We have to go up and find them. One of the 
reasons is that they do not have much fuel with which to go back to 
home base and they do not want to be captured. 

The Hawker-Hunter is this decade’s Spitfire in many respects. It 
is a short-range high-climbing, fast-climbing, highly maneuverable 
airplane. 

One of the test pilots who had flown all United States models and 
all foreign models, one of our foremost test pilots, says it is one of 
the best airplanes he has ever flown. I would not hold him to that 
because it was just after he came down and landed but that is what 
he said. 


STATEMENT OF GEN. LUKE W. FINLAY, DEPUTY FOR DEFENSE 


AFFAIRS, OFFICE, SPECIAL REPRESENTATIVE, EUROPE 


General Fintay. The Hunter is the successor to the Hurricane. 
Mr. Hatasy. When I say it is the same as the Spitfire, it would av 
the job the Spitfire did in 1940 and 1941. 

Mr. Fouutron. What is the difference in fuel consumption ? 

Mr. Hatasy. Fuel consumption is determined by the speed and 
thrust that you are using. In all these jets, the fuel consumption is 
tremendously high. 

Mr. Furron. Does the Hawker-Hunter and the Mystere consume 
more fuel than the MIG? 

(Discussion off the record.) 

Mr. Fuuiron. Could I ask about the armament? What kind of arma- 
ment are you going to have for these planes ? 

Mr. Hauasy. The gun configuration on the Hawker-Hunter—I am 
not too familiar with that. Do you have papers on that at the moment ? 

We had the Air Force officer who was primed for that yesterday, 
Mr. Fulton. We will get it for you and pass it to you. 

Mr. Fuuron. We would like the comparison with the MIG. 

Mr. Hatasy. Mr. Chairman, just to pick up a couple of questions 
I could not answer yesterday : 

One of the members inquired as to what this special military support 
for France was, $177.5 million last year, and $217 million in this fiscal 
year. 

The member wanted to know what France programed for. He 
wanted to know how much was programed for the French effort in 
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the NATO, how much in the Mediterranean area, and how much was 
programed for Indochina. 

I have those figures today and will give them to you. 

In the army portion, $78.5 million, approximately was programed 
by the French for France, NATO and the Mediterranean. 

One hundred forty-six million dollars was programed by France for 
Indochina. It is about 2 to 1. 

The navy; for France, $51 million for Indochina, $2.6 million. 

For the air force; France, $113 million, for Indochina, $3.6 million. 

Chairman Currerrretp. That would not go off, will it Mr. Halaby, 
that is not loaded, is it? 

Mr. Hatapy. No, sir; that is inert. 

Chairman CuirerrieLp. I did not mean to interrupt you, sir. 

Mr. Hatasy. That is a 3.5 rocket with a shaped charge. That 
rocket is the article designed to disable and stop tanks. It is fired 
out of a bazooka. In a sense, it is a very lethal skyrocket. 

That shaped charge goes against the tank and burns right through 
a considerable amount of armorplate. 

Mr. Vorys. Would you mind repeating the comparative costs on 
that? If you gave it yesterd: vy, do not bother. 

Mr. Harapy. We did give it. 

I believe that the price on that one was pretty favorable. We tried 
to give you an unfavorable one in the 105. We pointed out that the 
prices on that exceeded United States prices, and then a favorable 
one—as I remember we were saving 15 to 10 percent on that rocket. 

Mr. Morano. How much is the 105? 

Mr. Hauasy. We are getting that in several countries under negoti- 
ated bidding. I believe the United Kingdom, France, and Belgium. 

Mr. Morano. Does the price ever exceed 110 percent of the United 
States price? 

Mr. Harasy. Yes, sir; it does. 

Mr. Morano. Is that not contrary to the regulations? 

Mr. Hatasy. The 110 percent that you refer to is a rule, an admin- 
istrative rule which limits the discretion of the procurement officer 
in the field, in this new field of European procurement. 

The Under Secretary of the Army determined he did not want 
procurement officers in the field to exceed, on their own discretion, a 
certain price. 

Mr. Morano. When they get a bid of more than 110 percent they 
send it back to W ashington? 

Mr. Harasy. They have to; yes, sir. 

Mr. Morano. And it is decided here? 

Mr. Harasy. Yes, sir; and authorization is given them to proceed 
or hold off. 

Mr. Morano. What factors are used by Washington to determine 
whether it should be granted above 110 percent? 

Mr. Hatrasy. First, on 110, it is 117 percent on 3 items. The 105- 
millimeter howitzer shell, the 90-millimeter shell, and the 155 howitzer 
shell. 

The ruling is if you cannot get it for 117 percent or under the cur- 
rent average : United States price, refer back to Washington. 

Now, how was that ruling developed? It was derived out of our 
concern that this was a new kind of procurement. Our personnel 
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were familiar with United States procurement rather than European 
procurement, and we wanted it monitored as we went along. 

The 110 percent is built up from a consideration of the fact that in 
the United States price, there are submerged benefits to the manu- 
facturer. 

Mr. Morano. Government-owned or Government-suvsidized ¢ 

Mr. Hatasy. Government-owned or Government-subsidized, Gov- 
ernment personnel, preferences in obtaining material. and a whole 
variety of things. 

Mr. Morano. Initial tooling? 

Mr. Hatapy. That is right, Government furnished tools, and so on. 

Even some of the plants were built by the Government and rented 
at a very low rate. 

Mr. Vorys (presiding). I think things that we have gone into rather 
exhaustively we better collect in the record and go on to new material. 
That at least has been the prior rule. 

I have broken it myself, but I hope we will all be aware of that and, 
if something has been covered fully, collect it up later. 

Mr. Morano. Has this been covered before ¢ 

Mr. Hauasy. Yes, sir. I would like to say at least one sentence: 

The United States price is very difficult to pin down, particularly 
on these ammunition rounds where there has been, you might say 
forced draft determined in the United States. We have a range of 
first procurement after Korea and the current procurement price. 

The range is across 20 to 30 percent of the average sometimes. 
When we compare this 117 percent, we are comparing it with the aver- 
age, current United States price, which is always low, because the 
learner’s curve has been worked through and volume production is up. 

Mr. Bentley asked a question yesterday, Mr. Chairman, to which I 
can only give a tentative answer: The question was, “What are the 
French procurement practices with relation to the special military 
procurement ?” 

I could not get the authoritative data from France, but I will just 
give you this as the best I could get in 24 hours: 

We have a statement from a representative of the French Finance 
Ministry to the effect that substanially all French military procure- 
ment is conducted in three ways: 

(1) The Government purchases from government arsenals. The 
Defense Ministry purchases from the French Government arsenals. 
This accounts for about half of their procurement. That is our best 
Washington estimate. It is on a negotiated basis covering only the 
items of cost, and not accounting for any profit to the arsenal. 

2) Competitive procurement through formal advertising for bids— 
and this, according to our best estimate—amounts to about 40 percent 
of their total. 

(3) Negotiated material from sole sources—this is a single con- 
tractor and accounts for about 10 percent. 

They do not provide for renegotiations, I am informed, as we do in 
United States procurement in the United States. We do have two 
general agreements with the French concerning this matter, however. 
One is that there be no profit to the French Government whatsoever 
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and we are authorized under our contract to audit that. It is a most 
difficult operation but a right we have reserved to ourselves. 

Second, we have agreed that there shall be no taxes paid. 

All of this procurement has taken place under the bilateral agree- 
ment with France, the MDAP bilateral called for in the act, which 
gives us certain protection, too. 

Now, I will get more information and if it is better than this or in 
conflict with it, I will put it in the record. I am sorry that is all I 
could get in 24 hours. 

Mr. Bentixy. Mr. Chairman, could I follow that up for just a 
second ¢ 

Could you get any information about their subcontracting ? 

Do they do much subcontracting ¢ 

Mr. Hatasy. It is my understanding that they do. I do not know 
whether it would be more than we do in the United States or less. De- 
pending on the item, it varies with each item and it is my understand- 
a that they do a considerable amount of subcontracting. 

Mr. Bentiey. Most of their primary contracts, I suppose, are what 
we would call big business over there. There is very little small busi- 
ness represented, | is there not ? 

Mr. Haxasy. It would be only a personal opinion, sir. I do not 
have the facts on that. It is my impression that in the big items of 
aircraft and ammunition, that those are largely government-owned or 
government-financed fac ilities. 

In the smaller items, I think the tradition has been that the military 
business goes to a few firms rather than to a great many. 

Mr. Brnriey. As a matter of fact, in regard to European arms 
production overall, I suppose small business gets a very minor per- 
centage of that, if any ? 

Mr. Hatasy. We have out now, under contract, about 400 contracts. 
Some of them are repeat contracts with the same firm. 

We have a directory of all of the European defense production firms. 
We would be glad to give you that directory. We could put it in the 

record if it would be of interest to the committee. 

I just do not know and I do not want to pretend to know, the extent 
to which this subcontracting is spread. I know there is a great deal 
of it, particularly in the United Kingdom. 

Now the last question, sir, that I want to cover was one that Mr. 
Zablocki asked, I think just as we were adjourning—I do not know 
whether it is on the record or not. 

The question was, Is there any boondoggling in this program ? 

Mr. Zas.ocki. That is my stock question. Is there any boondog- 
gling in our MSA ¢ 

Mr. Haxapsy. That is a very sound question. I ask it very fre- 
quently myself as do all of us. 

In a $2 billion program, there must be a little boondoggling, but we 
do not know of it here in Washington. 

That does not prove there is not any. 

However, we have, depending on your definition of “boondoggling,” 
been very, very careful and we have been particularly careful because 
we have recognized all the temptations and difficulties and confusions 
that may result from different languages and different practices and 
different attitudes toward Government business in Europe. 
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One of the things we have done is put out a booklet, How To Sell to 
the United States Armed Forces. 

I will circulate these around as they might be of interest, but I 
thought I would just read to you the frontispiece here. 

SpecraL Norice.—(1) It is not necessary to employ agents, counselors, ad- 
visers,,or any agency on a commercial basis in order to obtain Government 
business. Such persons or agencies cannot obtain United States Government 
business for you, which is not obtainable by you through proper channels. 

(2) Contracting officers will solicit bids from all suitable sources and negotiate 
direct with them and not through trade associations, joint sales offices, or brokers. 

(3) Gratuities offered or given to procurement officials by contractors in 
order to secure preferential treatment in awarding or executing a contract 
will be sufficient grounds for precluding or annulling of a contract. 

(4) Goods sold to United States Armed Forces and paid for in United States 
dollars constitute European exports and should be treated as such by contractors. 

(5) All information submitted to any United States Armed Forces procure- 
ment office concerning production capacity will be treated confidentially. 

This has achieved very wide circulation in Europe. 

Mr. Zastocki. How recent was the circulation ¢ 

Mr. Hatasy. My best recollection is that we put this out last 
spring. I remember seeing the first draft of it in January 1952 in 
Heidelberg. 

Mr. Fintay. It was not published until last summer. This left 
the press before I left Heidelberg in May 1952. 

Mr. Hatasy. It has been out about a year, Mr. Zablocki. 

Mr. Zastocki. Thank you, Mr. Halaby. 

I have to answer the rolleall, Mr. Chairman. 

Chairman Currrerrtetp. We are sorry, Mr. Halaby, but we do have 
a job downstairs, too, and it is very difficult to be in two places at 
once. 

Mr. Hatasy. I gave you yesterday, the booklet and we did not 
cover all the charts and particularly we did not cover those on de- 
liveries. They are in the book. I would suggest if it is satisfactory 
to you, sir, that we now turn from the past to the future. 

Chairman CurrrrrreLD. Before we are through, we are going to get 
the amount that has not been obligated from past appropriations. We 
are going to get to that one of these di ays. 

Mr. Hatasy. That is right. 

Chairman CurperFieLD. Then we will get to the future. 

Mr. Hatasy. We would like to discuss the prospects for fiscal year 
1954 with you and for that purpose we have requested General Fin- 
lay, who is the Deputy for Defense Affairs in the Office of the Presi- 
dent’s Special Representative in Europe, to come here and give you 
the results of an exhaustive analysis that has been prepared. 

General Finlay, who is on loan from the Standard Oil Co. of New 
Jersey, was prior to this latest assignment, the Chief of Army Officer 
Procurement in the headquarters in Heidelberg. 

We have heard quite a bit of criticism of the Office of the Special 
Representative, but I can say as a matter of personal opinion—and I 
believe this reflects the opinion of most of my colleagues—that the 
Office of the Special Representative has done some magnificent work 
and those of us who have seen it and worked with it, are extremely 
grateful for it. 


83064—53-——31 
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This is a particularly good example of the kind of work that they 
have done hues not only the strictly military procurement considera- 
tions, but the economic and the political factors have been brought 
together in one place in an exceptionally good way. I would like, if 
I may, Mr. Chairman, to ask General Finlay to give us the picture of 
the European capabilities for further offshore procurement in fiscal 
year 1954, and related matters. . 

Chairman Curperrietp. General, you may proceed. 

General Frntay. As you know, one of the major roles of Ambas- 
sador Draper as Special Representative in Europe, has been to serve 
as delegate to the North Atlantic Council—the permanent delegate. 

In that capacity, one of the very important roles that his office has 
had to discharge is to work with the International Staff of NATO 
on Coordinated European Defense Production Programs. 

We are also in close touch, as Mr. Halaby said, with the overall ob- 
jectives of the United States in Europe under the Mutual Security 
Program. 

As a result, the Washington agencies have requested the Office of 
the Special Representative (SRE) to take a laboring oar in the prep- 
aration of the recommended offshore procurement programs. 

That was true last year in the fiscal year 1953 program which is now 
in the course of procurement, when that was first developed, and that 
was true again this spring when we were requested to make a study of 
the production capabilities for a fiscal year 1954 program. 

Until the amount of funds available for Mutual Defense Assistance 
procurement both in the States and offshore is determined on the basis 
of the appropriations made by Congress, it will be impossible of course 
to formulate a precise offshore procurement program. 


Therefore, we have worked largely at this stage on production capa- 
bilities in Europe for the type of items that should be procured on a 
priority basis to meet the kind of needs that I am sure General Ridg- 
way has discussed with you for the arming of the NATO forces, and 
we have come up with results that I can show you on these charts. 

(A chart was shown entitled “European Productive Capacity To 
Meet a Balanced OSP- Program, fiscal year 1954,” as follows :) 
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EUROPEAN PRODUCTIVE CAPACITY TO 
MEET A BALANCED OSP PROGRAM - FY 1954 


(Millions of Dollars) 
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This first chart shows capabilities for a balanced program of offshore 
procurement of as much as $1,855,000,000. 

Now, of course, as I said, how close you could come to achieving that 
amount cannot be stated at this time and this was not designed as a 
recommendation for that amount of procurement. 

It is an indication of capabilities for a balanced procurement 
program. 

In this capabilities study we show $371 million for aircraft, $58 
million for combat vehicles, which is primarily medium tanks and 
spare parts; $575 million for ammunition ; $116 million for artillery ; 
$276 million for electronics; $23 million for small arms; $37 million 
for engineer equipment; transport vehicles, $245 million, and $154 
million for auxiliary naval vessels such as this net tender and the 
coastal and inshore minesweepers and other craft that have been previ- 
ously mentioned. 
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Actually there is more capacity available in Europe than is indi- 
cated on this chart, but our study and this chart reflect, in our opinion, 
capacities based on the practical, limitations of a balanced OS pro- 
gram within foreseeable appropriations. 

For example, in the electronics field there is a vast amount of capa- 
city available, but of course, the demands for high-priority military 
equipment are of a more limited nature. 

Similarly in the transport-vehicle field there is a vastly greater 
amount of capacity than we included in this effort to achieve a bal- 
anced program. 

I might say, turning to the boondoggling question that was raised 
yesterday the very way that the end-item program is developed makes 
it virtually impossible to have boondoggling. The amount of funds 
available for all end-item procurement has always been far less than 
the equipment deficiencies of the NATO forces under the program 
buildups. As a consequence, the Military Assistance advisory groups, 
at the country level, their headquarters at General Handy’s European 
Command in Frankfurt and the Washington agencies, are constantly 
screening out the lower priority requirements in order to get the 
maximum buildup of the most critical items with the funds available. 

The result is that the only things purchased are the things the mili- 
tary are seeking in the most urgent way. 

hairman Currerrietp. General, may I interrupt. 

When you go off the record and where you use those initials, will 
you speli them out for the laymen who might want to look at the 
record ¢ 

General Fryuay. Yes. 

The MAAG’s, of course, are the Military Assistance Advisory 
Groups. MADEUCOM is "the Military Assistance Division of the 
European Command at Frankfurt. 

Mr. Bentiey. Was that limited strictly to NATO countries? 

(Referring to chart :) 

General Fintay. This capacity study is so limited. There is no in- 
tention of confining all procurement to NATO countries. When I 
say “limited to NATO countries” there is some c: apacity considered 
available and included for Western Germany. 

Of course, as I think you know, Western Germany at the present 
time is under certain restrictions on what can be built and those re- 
strictions will continue until the EDC treaty is ratified by all coun- 
tries and becomes effective. 

At that time, under the EDC treaty, the Germans will be eligible 
for a substantial amount of procurement or production of military 
goods, barring items such as atomic weapons and aircraft, I believe, 
and guided missiles, but the lead times that will be required to get 
them into production after EDC, have barred them from any serious 
consideration so far for the long-lead time kind of items that make up 
the bulk of the program. 

We do not anticipate that Western Germany will have any very 
heavy part in even the fiscal-year-1954 program. 

Mr. Hatasy. Could I interrupt just one second and take advantage 
of Mr. Judd’s presence, here: 

We have not emphasized in yesterday’s or today’s hearing, the 
fact that we are doing procurement in Japan and Formosa. 
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I do not believe you were present yesterday when we pointed out 
that we have already placed, up to the second of May $9 million in 
contracts in Japan and about $5.8 million in Formosa. 

Formosa is producing small arms, submachine guns, mortars and 
ammunition, hand gernades, pistols, and miscellaneous items such as 
tripods and rifles. 

‘hey are not capable of producing the heavy stuff as you know, 
and we are providing most of it. 

They are converting an arsenal they have now into a smokeless- 
powder plant. 

There are a lot of limiting factors such as public works, transpor- 
tation, electric power, and so on. 

We see the possibility—which, of course, General Finlay would not 
cover because he is covering Europe—of around $15 million in fiscal 
year 1954, depending on appropriations. 

In Japan, of course, the capacity is about what you want to make 
it. If you were going into a heavy program, you could have a very, 
very large program, there, if the political situation, the economic 
situation and so on, permitted. 

We see in sight, roughly $40 million in fiscal year 1954 again de- 
pending on appropriations and the kind of items, depending on the 
program, that can be produced there. 

Mr. Jupp. General ¢ Imsted, when he was before our subcommittee— 
it must have been in March—after he returned from the Far East, 
outlined these plans. 

I am glad to know that the contracts have actually been let. Every 
dollar over there does double duty. 

Mr. Haxasy. It does triple duty. 

Mr. Fuuron. Can I comment a little bit on that? Some of us repre- 
sent industrial areas, here, and in the Pittsburgh revenue office we 
pay $1.25 billion Federal tax a year. 

When you come to the point of it looking better to buy abroad 
in all cases, it does not. 

There are some defects to the offshore procurement program and 
some of us are paying a little bit for this purchasing abroad but are 
willing for security purposes to do it. 

We in the United States are paying the taxes for it and our plants 
have that burden on them which these plants do not. Our United 
States productive units are carrying the burden of this extra arma- 
ment and this extra purchase program abroad. Competing organiza- 
tions in Europe are getting the aid, having the Government supply 
them the plant, and they keep the wages down by running the business 
by cartels. 

We in the United States do not. Let us look at the defects too. 

There will come a breaking-off point on this program where you 
are going to find Americans saying, “Well, we are building up competi- 
tion, too.” So, it just is not all good. 

Mr. Hatasy. We brought out quite a few of the other factors yester- 
day, Mr. Fulton. We have conscientiously attempted to put all the 
facts out on the table rather than just give you the good side. 

Mr. Fuuron. The second thing is this: Suppose this capacity is 
all taken over and it is used against us, with the Russians coming in 
and taking Europe within 90 days? 

Then where are we? 
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Mr. Hatrasy. Well sir, I presume the Russians can also take the 
Pittsburgh capacity, too, by bombing. So, in this world, we are 
living in, production capacity and time are two very valuable ele- 
ments, but they are not completely protected or protectable. 

Mr. Fouron. Well, I am just putting some precautions in about 
going overboard on some of these programs. I am willing to do it 
while the security is necessary, but at a certain point let these nations 
stand on their own feet. 

Mr. Jupp. Your people in Pittsburgh would not pay any less, be- 
cause they would have to pay higher prices for end items made in 
Pittsburgh plus taxes for foreign aid to keep these countries above 
water. It will cost them more, not less, if you do not procure over- 
seas the things that can be procured overseas. 

Mrs. Borton (presiding). Can we proceed, please? 

Mr. Hauasy. The reason I said “triple duty,” Mr. Fulton, is that 
these dollars work very hard for us. They get this hardware and 
build up a mobilization in Europe that we hope can eventually be- 
come self-supporting and they provide economic benefits that we 
might otherwise have to provide through grant aid, so that these 
OSP dollars are hard-working dollars. 

That is the only point I was making. 

Mr. Fuuron. May I conclude by saying that I have voted for this 
program right straight through, but it is not all just gold on one side. 
There are some defects and there are some burdens some of us have 
to put up with to put the program over. 

Mr. Hatapy. On the point of taxes, I did not want to leave any im- 
plication that we were paying European taxes on this offshore pro- 
curement because we are not. 

Mr. Jupp. Why are the small-arms items so small? 

General Frnuay. They are predicated on the kind of items that are 
likely to be programed for delivect: 

For one thing, the shortages in small arms are not remotely in the 
same category as shortages of things such as ammunition, for example, 
and aircraft, and electronics. 

Based on the allocation of available end-item funds to the procure- 
ment of requirements, we did not see any liklihood of an end-item 
program for small arms to be procured in Europe in excess of $23 
million, although the capacity is there. 

As I explained, in many of these fields the capacity is far in excess 
of these figures, but there is no possibility of an end-item program 
ever being developed to meet that capacity. 

For example, we feel if Congress were appropriating money in such 
a generous way as to get into the kind of boondoggling that Mr. Za- 
blocki is worried about, there is estimated some $6 billion of defense 
production capacity in Europe, which we could use if we were trying 
to saturate all that capacity, which we are not. 

Mr. Zasiocki. I want to correct you. My inquiry about past boon- 
doggling is in order to substantiate or refute statements made charg- 
ing inefficiency and planning in the MSA program. 

General Fintay. can assure you to the best of my knowledge in 


the planning of the items to be procured in this offshore procurement 
program, there has never been any boondoggling. 
Mr. Zasiocki. I am very happy to hear that. 
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General Frytay. There is no intent of having any for the future. 
This is a very sincere effort to help these countries get on their own 
feet so that they can help bear their own burden of armament in the 
event of a long period of cold war, and can help to maintain their 
forces in actual combat in the event of outbreak of hostilities. 

These capacities were computed on the basis of taking total avail- 
able productive capacity in Europe for the various categories that 
we considered, treating as a first charge against that capacity the con- 
tracts that the Europeans are placing with their own funds and that 
they are expected to continue to place during the period that aiy fiscal 
year 1954 contracts would be let, and taking as another first charge 
the capacity that will be utilized in the production of military equip- 
ment under the prior offshore procurement programs for fiscal year 
1952 and fiscal year 1953. 

The remaining capacity on a balanced program basis shown in the 
chart is considered available for new 1954 offshore procurement orders. 

In the calculation of this capacity we utilized the normal procure- 
ment cycle that is utilized in the United States for 1-year funds, which 
is, for ordinary military materiel, that deliveries must be completed 
within 2 years after the year of obligation so that for the great bulk 
of the items on this chart, including all of the capacity in every cate- 
gory except ships and aircraft, we used a June 30, 1956, terminal date 
as the maximum date for deliveries. 

Because of the special long lead-time problems in aircraft procure- 
ment where the combat aircraft industry is just getting reestablished 
in Europe, and the speciai long lead-time problems on ships, we used 
a terminal date for some of the items in these two categories of June 
30, 1957. 

Behind each of these bar charts is a great mass of information get- 
ting down to named plants with specific capacity available in those 
named plants. 

As Mr. Halaby mentioned, we have an illustrative list of plants in 
all of these countries that is not by any means all inclusive, but that 
does indicate our specific knowledge of individual plant capacity. 

We have the background of the work that the Mutual Security 
Agency missions have done in developing productive capacity in 
Europe and the vast knowledge they have accumulated, the work 
that the Military Assistance Advisory Groups have done with the 
military procurement agencies in the various countries, and then our 
work in Paris with the International Staff of NATO and its panels of 
experts from the different countries in obtaining corroborating infor- 
mation on capacity. Finally and perhaps most important of all, we 
have 2 fiscal years’ experience by the military procurement services in 
Europe, in the actual placement of contracts. They have concurred 
from a procurement-feasibility standpoint with these calculations of 
available capacity. 

General Frntay. In addition to the regular teams in Europe that 
are constantly working on the capacity problem, when we get into 
a major program such as the procurement of these aircraft or the 
procurement of the auxiliary naval vessels, special teams of experts 
have been recruited from the States to come over and verify the con- 
clusions that are reached before we launch ourselves into a program 
running into hundreds of millions of dollars. 
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In the case of the aircraft program, before the actual contracts 
were let on the 23d of April, I believe it was, of this year, for the 
first procurement of these combat aircraft, we had complete teams 
sent over by the Department of the Air Force that studied the tac- 
tical capabilities of these planes, the engineering soundness of them, 
and the capabilities of the plants to produce these planes up to the 
planned specification and the planned production schedule. 

In the same way a special team of shipbuilding experts were sent 
over about a year and a half ago by the Bureau of Ships to make a 
comprehensive survey of the yards in which these naval auxiliary ves- 
sels are being procured, today, so that we feel that the capacity esti- 
mates are a sound basis for the placement of procurement to the extent 
that funds are available. 

It remains only from our viewpoint as we see it in Europe, to recom- 
mend that the maximum amount possible of end-item Sande be applied 
to offshore procurement. 

This not only serves the purpose of building a sound defense pro- 
duction industry in Europe to help them get on their own feet and 
reduce the drain on our tax money, it assures a close backup of the 
forces in the event of hostilities, and within the framework of a sound 
defense production base, it of course makes a major contribution to 
the economic viability and strength of these countries and is an im- 
portant contribution to the overall strength of the Atlantic alliance. 

I may say as you can see from this chart in the case of ammunition 
in particular, we have emphasized items which are needed to give 
close support to the troops and which are needed to enable these 
countries to continue in operation American equipment that we have 
given them in the amounts of billions of dollars. 

For example, there are thousands of American-type weapons in 
Europe and there was relatively no capacity for American-type am- 
munition to shoot in those weapons at the beginning of this offshore 
procurement program, so that virtually all of the ammunition that 
is being procured under the offshore procurement program is being 
procured to service those American weapons that we have given to 
them. 

Now, we are allowing within acceptable technical limits deviations 
from American specifications in order to meet European production 
techniques and available European supplies, but the basic require- 
ments of the ability to be shot in American weapons and conformity 
to American ballistics tables are of course being adhered to. 

It is the same in the field of spare parts, for artillery, for general- 
purpose vehicles and combat vehicles particularly, and also for elec- 
tronics and aircraft in large volume. A program has been pursued 
vigorously with a view to dev eloping spare parts capacity in Europe 
so that these countries can maintain in fighting condition the equip- 
ment that they have. 

At the beginning of the NATO alliance, our European partners 
were about as weak in defense production as they were in armed 
forces strength, but they have contributed very substantially with 
their own means to the development of this European defense pro- 
duction base. 

(A chart was referred to entitled, “Growth of European Defense 
Production (Value of Deliveries)” as follows :) 
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General Frnnay. This chart will show the growth. 

In fiscal year 1950 before the offshore procurement program began, 
the total European defense production was in the magnitude of $845 
million. That has risen steadily to $1,082 million in fiseal year 1951 
$2,028 million in fiscal year 1952, and an estimated figure for the cur- 
rent fiscal year of $3,238 million, and in the coming fiscal year, it is 
estimated $3,882 million. 

Now the green segments of these charts which are the lower seg- 
ments represent the European-financed program. It starts out there 
at $845 million and it is expected to go to $3,167 million in the coming 
fiscal year of 1954. 

The upper segments of this chart represent the actual deliveries 
against—the expected deliveries in the case of the coming and current 
fiscal year, against offshore procurement contracts, both the regular 
offshore proc urement and the special military support for France and 
Indochina that Mr. Halaby has explained. 

Mr. Jupp. Do I gather from the previous chart the total of offshore 
procurement for 19% 54 is $1,855 million? 


FY '50 FY ‘5! FY ‘52 
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General Fintay. It is an available capacity figure only and it is not 
an actual program. As I explained, the actual Cater cannot be 
developed until the end-item program is developed. 

Mr. Jupp. What you aim to deliver is $812 million ? 

That top red figure on the right? 

Mr. Hatapy. Yesterday we pointed out there was under contract in 
fiscal year 1952 about $600 million; by the end of this year we expected 
to have under contract another $1.4 billion and it might reach $1.6 
billion, so probably at the end of this fiscal year we would have $2 
billion out. 

In that $2 billion we would deliver in fiscal year 1954, about $513 
million worth. 

General Finuay. If you include the special military support for 
France, you would get $246 million in OSP deliveries for 1953 and 
$715 million for fiscal year 1954. It would be fiscal year 1955 before 
the full impact of this year’s offshore procurement program—fiscal 
year 1953—of $1,400 million had been reached. You should reach 
pretty much of a total cycle of deliveries by that time. So, if you had 
a steady amount of offshore procurement each year, by 1955 we should 
be getting deliveries in the amount of the contracts going into the 
pipeline. 

Mrs. Ketiy. Mr. Chairman 

Mr. Vorys (presiding). Mrs. Kelly. 

Mrs. Ketxy. In line with the question of Dr. Judd’s, do I under- 
stand the $513 million delivery will result from offshore procurement 
in the past programs? 

General Fintay. That is right, yes. 

Mrs. Ketry. And what was that investment? 

Mr. Hauasy. The investment in fiscal 1952 was $600 million, and 
by the end of this year we are expecting another $1.4 billion or a total 
of $2 billion. It could be a little more than that. 

General Fintay. I would like to correct that, Mr. Halaby. 

The figures that you used included the special military support. 

Mr. Hatasy. I am leaving that out. 

General Fintay. You would have to use both of these figures. It 
would be $715 million. 

Mrs. Ketty. That includes the special military support? 

General Frvtay. That is right. 

Mrs. Ketty. And a great part of the delivery goes to Indochina ? 

General Frxtay. That is right. : 

Mrs. Ketiy. That seems very small in proportion to the invest- 
ment. I thought we were to get 3 to 1? 

General Finay. It is because we are procuring long-lead-time items. 
Take that 105-millimeter shell. If you go into a plant that has never 
made American type ammunition before, even in a big, established 
plant, it takes 9 to 12 months for them to get into full production, get- 
ting tooled up and ready for mass production of that shell. 

Mrs. Ketiy. By 1955 then we should have triple that, is that correct ? 

General Fintay. If you had a steady amount going in each year. 

You see you had $600-odd million last year which included $177 
million of the special military support for France and the balance 
which would be some $400-odd million of regular OSP, and this year 
out of the $1.4 billion you have $213 million of special military sup- 
port for France and something under $1.2 billion for the other OSP. 
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Now, if the next year’s program were in the same order of magni- 
tude, you would expect fiscal year 1955 deliveries to reach something 
in the neighborhood of $1.5 billion. 

Mr. Hatasy. Just to illustrate, if you take this point where we 
start letting contracts—and that would be just about a year ago on 
most of these items—it takes them, just as it does here, some time even 
to hire the workmen, to get the materials at the plant, to get the tools 
ready to go, so that there is a matter of weeks or months, depending 
on the item, where nothing but paper work is in the mill. 

Then the production starts, and then depending again on the article, 
it goes up like that [indicating], so deliveries go up like that. 

e look for the maximum quantity of these deliveries out here in 
fiscal year 1955. 

The first year will have only a small amount and the largest portion 
of that will be those already under contract as in the French case, and 
in the second year, about $700 million because the production is up in 
this range and the next 12 or 18 months production gets up in here. 

Mrs. Keity. What is the lead time on the two shells here? 

Mr. Hatasy. Let us take the aircraft, first. 

The first deliveries on that Hawker-Hunter. 

Mrs. Kexty. 1956% 

Mr. Hatasy. It is 1955. On the Mystere it will be 1954. 

General Fintay. That rocket is being made in one plant in England 
that has been making 3.5 rockets for the British. 

You are getting deliveries right now from that plant. You will 
get a much more rapid conclusion of that contract. 

Mrs. Ketiy. Do you mean this one? 

General Frntay. No; that is a 105-millimeter shell. I refer to the 
bazooka. 

Mr. Hautarny. While we are on the bazooka, Luke, a question was 
asked about the compartive price on that rocket and I have it here 
now : 

The United States average price on that rocket, the 3.5, has been 
$18.18. It has varied from $26 per item at the beginning of the Korean 
war down to a lowest current price of $16.30. 

Now on our OSP, our highest price is $19.90 and our lowest is 
$15.60. Therefore, our highest is $5 lower than the United States 
highest ; our lowest is a little bit lower than the United States lowest 
by about $0.80. It is $0.80 lower. 

On the average, just looking at it very quickly, it is 17 as against 18. 
We are about $1 lower per rocket on the average. 

Mr. Jupp. With regard to your Growth of European Defense Pro- 
duction chart, out of the total of roughly $2 billion, those 2 reds and 
2 yellows together amount to $961 satihiaes so you are estimating 
$961 million delivery out of contracts let of roughly $2 billion? 

Mr. Hatasy, Yes, sir. 

Mr. Jupp. Deliveries are to be almost half. That is not as bad as I 
thought it was. 

General Frxtay. When I said we would have a complete cycle by 
1955, I was a little bit off, because on these long lead-time planes, even 
though they are fiscal year 1953 contracts, they will not be delivered 
in major value until fiscal year 1956. 
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Therefore, insofar as you have planes and ships in the program 
that take more than the normal 30- to 36-month cycle from the rgd 
of the contract to the completion of the last delivery, you will get a 
stretch-out beyond the estimate I gave you, the rough estimate. 

Mr. Merrow. Mr. Chairman 

Mr. Vorys (presiding). Mr. Merrow 

Mr. Merrow. With reference to that chart, it would appear that the 
growth of European production is not as rapid in the last 2 years as 
it has been in the preceding years. 

Does that mean that they are not going to continue to increase the 
rate of production ? 

General Fintay. That will depend on two things: 

One, on the increase in their gross national product and the amount 
of money they have available for their military effort, and two, the 
availability of funds for defense production after they have com- 
pleted onetime investments in the buildup of forces. 

For example, there is a lot of European money going into infra- 
structure today, just as there is a lot of American money going into 
infrastructure. 

When the buildup levels off, to the extent that these European 
countries are liberated from onetime expenditures incident to that 
buildup, they would naturally be expected as I see it, to apply that 
money to taking on a greater part of the maintenance of their own 
defense-materiel requirements. 

However, at the present time, the amount of money that they have 
available is pretty much flattened off because of their other commit- 
ments. 

You take the French, for example. They are taking about 30 per- 
cent of the gross national product in taxation, as against 25 percent 
which I believe is the comparable American figure, so that the actual 
revenue of the French Government is in greater proportion to the 
national product than the revenue of our own Government. 

In the North Atlantic Council, they have concluded that a French 
defense budget including their obligations in Indochina of something 
in the general neighborhood of $4 billion, more or less, including any 
special military support that we give them, is about all that you can 
hope to get out of the French. 

Mr. Merrow. Unless production continues to increase then we can 
see no end to our continual contribution, can we? 

General Frxtay. You can see an end to our contribution when you 
have achieved the buildup of these forces. 

Of course, there is a maintenance study that I believe Mr. Halaby 
is going to mention if he already has not, that is yet to be made. 

However, what we are fighting for now is to put initial equipment 
and reserves of ammunition in the hands of the agreed force buildup 
of the NATO forces. 

(Discussion off the record.) 

Mr. Haxasy. I think we should make it perfectly clear that of these 
expenditures, some of them are as a result of defense support aid. 
Some of these are counterpart expenditures. 

Mr. Wood has given me some figures on that, that since the legisla- 
tive history and the Mutual Security Act of 1951, as amended, di- 
rected that we attribute the counterpart to military purposes—you 
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will recall that before that time it was not lawful under the ECA 
Act to so attribute them—about $1,350,000,000 in releases have been 
approved by the MSA, and actual withdrawals of counterpart up to 
March 31, 1953, have amounted to $915 million. 

That is for all military purposes in Europe, so that some of that $915 
million in actual withdrawals has gone into these green bars here. 

It is not all European self-financing. It is partially and fraction- 
ally counterpart financed as well as European self-financed. 

Mr. Vorys. Does not this chart purport to show European produc- 
tion rather than European contribution ¢ 

For our information you have marked there the OSP, and special 
military support. You might well have marked there the counterpart, 
but the purpose of this chart is to show the amount of production, is 
that not it, rather than who pays for it? 

General Finiay. It was our secondary purpose, Mr. Chairman. We, 
wanted to show that these countries are, as well as they can within~ 
their other obligations to their military forces, making their own con- 
tributions to defense production. 

Mr. Halaby made the point that I would have covered if he had not, 
that while we call this European financed it is a figure including 
counterpart. There is a lot of their money, but there is counterpart, 
aiso, 

In this particular chart we did not try to carve out the specific con- 
tribution of counterpart to the green segments. 

Mr. Vorys. Now, on your previous chart, European Productive 
Capacity, does that mean capacity? It is labeled “European Produc- 
tive Capacity to Meet a Balanced OSP Program—Fiscal Year 1954.” 

Does that mean that that is capacity which they could use themselves 
if they only would ? 

General Fintay. No, sir. I explained that in arriving at these ca- 
pacity figures, we had taken as a first charge on capacity, the expected 
self-financed defense production programs of the countries, including 
any counterpart contributions. A second charge or first charge, what- 
ever you want to label it, is also the capacity required to fulfill out- 
standing fiscal year 1952 and fiscal year 1953 OSP contracts, and we 
considered as available only excess capacity beyond those two sub- 
tractions. 

Mr. Harasy. Mr. Vorys was getting at the total theoretical capacity 
available for allocation of their funds and it is tremendous. I mean 
there is a physical capacity, as you said earlier, of $6 billion and within 
that there is this realistic capacity which we have related to our end 
item program. Surely, if they had unlimited resources they could 
build up a very, very much greater mobilization. 

General Fintay. True, and wherever there are limits to the capacity 
for a particular item, we did not consider capacity available that we 
thought should be activated with their own money. 

Take this Hawker-Hunter plane, for example. In addition to the 
procurement of that plane in quantity in England, we are procuring 
some $42 million worth of that same plane under a joint Belgium- 
Dutch production program where the Belgians make the engine and 
the Dutch make the airplane. 

As a part of the overall NATO production program, the Belgians 
and the Dutch themselves agreed to buy that same plane in volume 
with their own money. 
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Now, actually a lot of the Dutch money is coming out of counterpart 
but at least it is a guilder and Belgian franc purchase. 

In figuring the capacity for aircraft in fiscal year 1954, since the 
production lines in Belgium and Holland for the airframe have to be 
activated and the lead time is long even to get the 1953 United States 
offshore procurement out, we did not want to encumber the commit- 
ment of these countries to build planes with their own money and 
their ability to get deliveries at a reasonable future date by also 
lanning any fiscal year 1954 offshore procurement in Belgium and 

olland. 

This capacity figure in aircraft assumes that we will not place a 
dollar of procurement for additional aircraft in Belgium and Holland 
during that year. 

We did the same thing with every other single item. 

If there is going to be a question of a contest between offshore pro- 
curement oat something that these countries under their planned 
programs or reasonably expected programs ought to buy for them- 
selves, we left the road open for them. 

Mr. Vorys (presiding). Proceed. 

General Frnuay. Of course, Mr. Halaby mentioned that there is 
going to be some offshore procurement in the Far East. 

From the standpoint of building up a sound defense production base 
in Europe, however, it does not make any difference where the end 
items resulting from offshore procurement in Europe go, since there 
would be an equally valuable contribution both to the defense produc- 
tion base in Europe and to the economies of Europe if end items for 
the Middle East, or Far East were procured there the same as for the 


European countries themselves. 

Mr. Vorys. Did you state whether it is your purpose to use this 
capacity so that there could be conceivably $1,855 million devoted to 
offshore procurement in fiscal year 1954? 

General Frntay. Mr. Halaby will speak later on what the prospects 
are for a program. This is just a statement on what could be done 
depending on funds and several other factors. 


yy 


here is one last thing I would like to mention. When you were 
examining this 3.5-inch rocket, the question was raised as to whether 
it was loaded or not. Actually those 2 shells, the rocket and the 105 
shell are inert and there are no charges in them. While, of course, 
that is a safety factor, it is really symbolic of one of the problems we 
have in Europe which is a critical shortage of powder capacity. 

The International Staff of NATO—its predecessor, actually, the 
old Defense Production Board over in London—made a study of the 
capability of the European ammunition industry to maintain the 
European forces in time of war. 

(Discussion off the record.) 

Mr. Vorys. Where does the raw material for those propellants and 
explosives come from? 

(Discussion off the record.) 

Mr. Haxasy. In general, the terms come out of the source of pro- 
duction. 

General Frntay. Obviously copper would have to come from South 
Africa or South America. 

Mr. Vorys. I said propellants. Propellants was down was it not? 





MUTUAL SECURITY ACT EXTENSION 489 


General Finuay. That is right. That is because of the fact that 
they were very heavily bombed and destroyed by the retreating Ger- 
mans and much of the equipment that was left was hauled off by the 
Germans into safe rear areas or was taken off by the Russians as 
reparations. 

(Discussion off the record.) ; 

Mr. Vorys. That is what I wondered. Are the raw materials for 
the propellants available there in Europe? 

General Finuay. I think in general, with some limited assistance in 
certain categories of raw materials, they would be self-sufficient. 

(Discussion off the record.) 

Mr. Vorys. I am wondering if there is anything that is hard to get 
that goes into gunpowder, explosives, and propellants. I do not know. 
Maybe the rest of the committee would know. 

I understand that our forefathers could make gunpowder at nearly 
any blacksmith’s shop and so forth and I would think, knowing as 
little as I do about it, that the easiest thing in the world to do would 
be to make the propellants and the explosives. 

General Frnuay. The only trouble is, if you want to get the prices 
down you cannot make it the way our forefathers did. 

One of the big problems on prices is that propellants in Europe 
today range anywhere from 2 to 3 times in cost to the price of propel- 
lants coming from huge facilities such as those of Du Pont in this 
country. 

One of the ways of getting the cost of the armament down is to help 
them get modern production. 

It is the same way with these shells. They could turn them out by 
hand, but if you want to do it the efficient, low-cost way it is done in 
this country you have to have automatic shell lathes that just bounce 
those things through a few seconds apiece. 

A part of our program has been to try to teach the Europeans 
modern American production methods. 

For example, one of the most critical items of all in war is this 
brass cartridge case here. Brass, as you know, is a critically short 
item in wartime. 

In this country we went into steel cartridge case manufacture, and 
we would like to be free—as I have mentioned in a statement on this 
facilities program, to spend a small portion of that $50 million to 
help finance the actual production of steel cartridge cases on an experi- 
mental basis in Europe, because brass would be, of course, dependent 
upon the import of copper which is critically short and it would re- 
quire transportation. The steel is there in Europe and once they 
get into production on it, the cost I do not believe would be any 
higher and would probably be lower than the cost of brass. However, 
in the initial stages, with the cost of going into the new equipment and 
a new process, the indications are that the cost of the stee cartridge 
cases would be higher than brass and we have to provide some 
assistance to get them moving in the right direction on that. 

Mrs. Ketxy. I understand steel is unsatisfactory and unsafe. It 
bent and stuck in the weapon. It cannot be used. 

General Frytay. I understand that has been overcome. 

Mr. Hatasy. I might say, Mr. Vorys, at this point, that in going 
over this program with Secretary Wilson and Secretary Kyes, who, 
as you know, had a great deal of experience in military production, 
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they had two reactions that I think the committee might be interested 
in. The first one was that they wanted to use that program to get 
prices down. We already have 1 or 2 instances where foreign defense 
ministers have thanked us because they are now able to place contracts, 
as a result of our coming into the market and working the prices down 
through negotiations, they have been able to buy more for their 
money. 

_ The second thing that they are particularly determined to do is to 
improve the productivity of these plants to which we are giving these 
contracts. 

As General Finlay has just been pointing out here and there we 
would like a little flexibility to use some of these funds where we 
can get a good deal, to get better tools, get better know-how, specific- 
ally applied to higher volume, higher productive kinds of production. 

neral Fintay. To answer your question, Mr. Vorys, there would 
undoubtedly have to be an importation of cotton linters and glycerin, 
and also possibly toluene, unless the Europeans went into the manu- 
facture of synthetic toluene from petroleum such as was done in 
this country during the war. 

Chairman Cutrerrietp. I would like to ask Mr. Wood what he has 
in mind for his program. He said something about going ahead on a 
point 4 program. 

They are trying to get together, as I understand it, the things that 
the committee asked for last Friday. They are having what he calls 
a Friday rundown at the Pentagon to see that they have everything, 
and he does not want to come before this committee and not have every 
request that they made in good shape. I did not mean to speak for 
him but I just wanted you to talk over for a moment with Mr. Wood 
the situation so that we can determine what we should do tomorrow. 

Mrs. Keiiy. Mr. Chairman, could I ask one question before you get 
into that? 

Chairman CuHirerrreLp. Yes. 

Mrs. Kextuy. I understood that the contracts for NATO, for these 
shells and so forth, have not the priority that the contracts have in 
these countries for fulfilling their own particular obligations or con- 
tracts to other nations. Is that sae Are there any contracts in 
Great Britain for this Hawker-Hunter to any country outside NATO? 

General Fintay. The only conracts they have are our own offshore 
procurement contracts and their contracts for their own production 
in defense of the British Isles. As you know, the British Isles make 
a very important base to us. I believe it was explained yesterday by 
Colonel Taylor that the first planes are going to the British themselves 
under this program and under their own contracts. But these planes 
are just as valuable in our defense if used by the British as they are if 
taken over by us under OSP, so that there was a calculated decision 
on our part that we would be well advised to let them have some planes 
first and to receive our own deliveries later. 

In the case of this Mystere Mark IV, we get the entire production 
of that item in France. They are going to build an intermediate 
model which is the Mark II, which we were not willing to finance be- 
cause it is not as progressive a model as this, and we wanted to help 
force them into more advanced methods of production. 

Mrs. Ketiy. Thank you. 

Chairman Cutrerrietp. Mr, Wood. 
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FURTHER STATEMENT OF HON. C, TYLER WOOD, DEPUTY TO THE 
DIRECTOR FOR MUTUAL SECURITY 


Mr. Woop. I will try to give an estimate of the situation, as the 
military would say. 

We are having this afternoon, starting at 2:30, a dry run covering 
the material that the committee has requested from us. We want to 
be sure that we have everything in good shape. Asa result of that dry 
run, sometime around 4:30 or 5 I expect to know whether we really 
have what you want and can present it to you tomorrow morning. 

I am sorry I cannot be sure until after this dry run as to whether 
we will be wasting your time by coming up here tomorrow on Europe 
and NATO. I want to avoid that if I possibly can. 

Chairman Cuirerrietp. What do you have to say, Mr. Vorys? 
What would your suggestion be? Or Mrs. Bolton or any member of 
the committee? 

Mr. Vorys. I would like to know whether the chairman and the 
executive department have any plan in mind as to when we are going 
to attempt to get a bill out. It seems to me that our plans ought to 
build somewhat backward from that date. 

I would think that we certainly ought to have hearings on some 
parts of this program tomorrow morning, as far as I am concerned, 
rather than Friday morning. 

Mr. Bentiey. What plans, if any, are made for these large numbers 
of private non-Government witnesses ? 

Chairman CurrerrreLp. I have talked it over with some of the mem- 
bers, and in some instances we can get statements to save our time. 
They will be willing to present statements rather than come in and 
testify, Mr. Bentley. As far as that is possible, I think it is usually 
a good suggestion because a number of them are agencies that have a 
particular propaganda idea and they want to have a statement in the 
record, at least so far as this bill is concerned. 

I do want the committee to know that I have talked to Mr. Wood 
repeatedly about it. We are trying to expedite this just as much as 
possible. 

I think we ought to have 1 day on the bill, at least, so we will know 
what is in that bill—or try to know what is in the bill. I think we 
ought to get into this unexpended balance and obligations. I think we 
ought to know about that before we start in. 

We have not gotten to the economic end of it yet. How long do you 
think it would take, about another week ? 

Mr. Vorys. There is $1 billion in here for the Far East. 

Mrs. Bouton. There has been no discussion of north Africa and no 
proper discussion of the Near East. 

Mr. Furton. What committee liaison has there been on the floor 
schedule ? 

Chairman Cutrrrrietp. That is always a difficult problem that we 
have, and that is one of the reasons why I have tried to have meetings 
in the afternoon. I am perfectly willing to meet in the afternoons, 
but I have tried to avoid that because some of the members of this 
committee have come to me and asked if it was possible not to have 
afternoon meetings because they cannot be on the floor. 


33064—53——32 
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Mr. Fuuron. My question really was on the time of calendar for 
this bill in the floor schedule so we can see what the ultimate deadline 
is we are running against, considering that we have this authorizing 
bill as well as an appropriation measure. 

Chairman Currerrrecp. I talked to the Speaker a few moments ago. 
He called me down and talked to me about it and asked what progress 
we were making. 

The leadership does not want to hold Congress up in the heat of 
summer and then ask Congress to give foreign aid. e do not think 
it is a good idea, and we have to get it out. 

Mr. Fuuron. What does the leadership want? 

Chairman Currerriecp. I talked over another matter with the 
Speaker, too, and they have not put any deadline on it. If you desire 
to have me talk to the Speaker and find out what deadline they think 
we should have, I think I had better do that and then tell this com- 
mittee. 

Mrs. Kerry. Will Secretary of State Dulles and Director Stassen 
be back to give us a report before we take this mutual security bill to 
the floor ? 

Mr. Woop. They are coming back on the 29th, Mrs. Kelly. 

Mr. Jupp. We will still be here. 

Mr. Woop. I am not the son of a prophet, but I would estimate, 
knowing the material that this committee will wish to cover and 
discuss in this bill, that if you hold morning hearings every day from 
now on you will not have finished the testimony let alone your mark- 
up, until the end of the week following next; that is, if you hold only 
morning hearings. 

hairman CureerrretD. May I ask the committee view as to whether 
they would like hearings in the afternoon, too? 

Mr. Jupp. Yes. 

Mrs. Boutron. When we follow the 5-minute rule on the floor it is 
very bad for us to be out of the House Chamber. However, if we are 
on general debate there is no reason in the world that I can see why 
we cannot be up here‘as a committee in the afternoons. 

Is there any way to find out what is programed and see how many 
times we can meet all day? 

Mr. Jupp. We have general debate tomorrow afternoon. 

Chairman Currerrrevp. If they are able to come up tomorrow 
morning and they have something to present in the afternoon 

Mr. Vorys. How about the suggestion that tomorrow morning we 
go into point 4 and some of the economic features ? 

Mrs. Bouron. And meet all day. 

Mr. Woop. Mr. Chairman, may I just bare my soul on that one for 
a moment and discuss a problem that we have here. 

Mr. Hatazy. May I ask one immediate question? What is the 
committee’s will today? It is now 12:25. Shall we go into in- 
frastructure? We have to sort of take this from now. 

If not, then infrastructure hangovers. 

Mrs. Bourton. Let us meet all day tomorrow. 

Chairman Currrerrretp. All right. 

Mr. Harasy. We have laid our table before you today and you ma 
oe so responsive that you do not want any testimony, but I 

oubt it. 
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Mr. Woop. I want to say to the committee that as we have gone into 
the very pertinent questions that you have given us, it has developed 
that point 4 accounting records have not been kept in such form 
that we can tell you as to each country the exact expenditures attribut- 
able to each activity in that country’s program. 

Two months ago this accounting system was changed, just be- 
cause of this fact, and under the new system this information will 
be readily available. We cannot go over the past records and tell 
you the exact amounts actually expended for each of the various 
categories in the point 4 program in each country. We can give 
you the obligations by countries and within countries by these various 
categories of the programs, and we can do so in great detail. We 
also can tell you what has been spent in each country. However, we 
cannot, for the reasons I have cited, fully answer your questions, and 
if you give us another 3 months to do so, we still could not do it just 
because of the method of accounting that has been employed until 
recently. 

Now, do you want us tomorrow, after we finish infrastructure, 
and notwithstanding our inability to produce some of the detailed 
country activity expenditure figures you requested, to go forward 
with the point 4 presentation ? 

Mr. Jupp. I do not understand what you mean. You say you can 
give us in great detail, full detail, the obligations that were made 
for programs in these countries, but you do not have a record of the 
expenditures made in these countries? 

Mr. Woop. We have also a full record of the expenditures made in 
these countries, Dr. Judd, but they are not broken down in such a way 
as to indicate the various categories of the program in which those 
expenditures have been made. 

Mr. Jupp. In other words, you cannot show us what was gotten for 
the money that was spent? 

Mr. Woop. We cannot show you in that kind of detail what we have 
gotten for the money spent. 

Mr. Jupp. That is what I have been complaining about, we can never 
find out how much of what was given to who, where, when, and in 
what condition. 

Mr. Woop. The new accounting system went into effect 2 months 
ago, and for the future that problem will be taken care of. TCA is 
now going back through its past records to make up its accounts in 
that way. There will be some gaps in these accounts, and they will 
not be perfect. I wanted to make a perfectly clean breast of this 
situation to the committee and tell you what we can and cannot do 
tomorrow on point 4 if you want to hear it. 

Chairman Currerrievp. Mr. Vorys, did you start to say something? 

Mr. Vorys. I think that we ought to go ahead with infrastructure 
tomorrow and we ought to proceed as far as we can with this bill 
tomorrow. If we have not got infrastructure ready—— 

Mr. Woop. That is ready. 

Mr. Vorys. All right. 

Now, there are the provisions of the bill. That is something that 
we could begin at any time to discuss and we would not need to do 
it all neatly in one morning or anything else, but I think that we ought 
to use tomorrow morning to learn about this program and the team 
that has been up here knows the sort of information we want. 
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I do not see any particular reason for our attempting to finish 
with Europe before we do something else. We have done that year 
after year and find ourselves sitting around here at night going over 
vast areas and vast sums. 

Now, we do not want to do that, but you gentlemen know the type 
of information we want and there is so much that we have not heard 
of yet about this that I should think you could work up some interest- 
ing information about this bill for tomorrow morning. I would hate 
to see us pass up a session tomorrow morning. 

Chairman Cuirerrietp. I do too and I think we should not only 
have a session tomorrow morning but we should have a session to- 
morrow afternoon. Whether there is continuity or not we can go over 
some parts of the measure. 

Mr. Woop. Tomorrow afternoon and evening, if you like. I just 
did not want to come up here under false colors. 

May I make this suggestion: If our dry run proves, to us at least, 
that we have material on the European program which we would be 
proud ao pera to you tomorrow after the infrastructure session is 
completed, we will put that on. If not, we will put on the point 4 
story of the underdeveloped areas, subject to the limitation that one 


part of that story will not be entirely in accord with what you have 
requested, 

Mr. Vorys. Or at any time you can start going over the actual 
recommended changes in the law itself. There are a number of them 
that I know we will want to give considerable study to. 

Chairman Curperrietp. Mr. Burleson 

Mr. Burueson. On this matter of finding out what we have spent, 


where we have spent it and what we have received, I do not know 
that that would be essential to this bill at this time but I certainly 
believe we should have it before we go down to the floor with it. I 
just think there are too many questions unanswered. It should be 
in intelligent form, that even people as simple as I am can under- 
stand it. 

Thus far, as Mr. Wood discussed it the other day, I have just never 
seen anything like that, in the form—lI repeat—that I can understand. 

Chairman CureerFreLp. We want to know what they have received, 
what they have done with it, what, if anything, is left that is not 
obligated now, and then get up to the present and then talk about the 
future bill. That is what we discussed for an hour and a half the 
other day after we closed the meeting. 

Mr. Burueson. I think it is essential that we have it before we write 
up this bill, as far as that is concerned. 

Chairman Currerrretp. I am sure Mr. Wood and his staff are de- 
termined to give us everything they can, and will do so. If there 
are any suggestions that anyone wants to make that would bring 
out any point, all we have to do is get in contact with Mr. Wood or 
someone on his staff and he will try to get the information. 

Mr. Woop. We are eager to do everything we can, Mr. Chairman. 

Mr. Harapy. We have conscientiously attempted to respond to that 
memorandum with respect to offshore procurement. We have told 
you exactly how much we have placed, we have told you exactly what 
we are getting for it, and we have even brought a few items up. Now, 
we have gone down your list of five questions and given you the tables 
here. 
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If there is anything more about this part of the program that you 
want, please let me know, because you will have it. 

I do not think you were pointing your remarks to this part of the 
program that we have gone through in the past 2 days. 

Mr. Burieson. No; I had reference to the past—since the incep- 
tion of the foreign-aid program. 

Mr. Hauapy. I hope we have responded to your requests on this 
part of the program, and we hope to tomorrow on the infrastructure 
program. . 

Mr. Vorys. There is one thing you have not covered yet, and that 
s what your program is and whether you intend to do it now or out 
of new money. The presentation of offshore procurement has been 
satisfactory. You gentlemen cannot tell how many questions you are 
going to be asked, but I think we have to at least get the $64 question 
on that. 

Mr. Harapy. We will go into tnat right now or whenever the chair- 
man tells me to. 

Mr. Vorys. I have to leave. 

Mr. Woop. Can I say one thing before we go to complete the record 
on this counterpart item. It will take just a minute. Mr. Halaby told 
you that we received authority or direction to devote counterpart 
to military purposes in 1951. That was a direction to spend, if pos- 
sible, up to a certain figure. That was not a direction to spend all the 
counterpart for military purposes. 

We have as he indicated—he gave you the figures—released $1,350,- 
000,000 for military expenditure, of which $915 million has actually 
been withdrawn. 

Now, I did want to point out that counterpart is also used, pursu- 
ant to the law, for other urgent purposes in these countries. ‘There- 
fore, to the extent that it is so used, the countries themselves do not 
have to devote their own money for those purposes; if they did, their 
expenditures for military purposes would drop by a like amount. 
Therefore, I think the proper thing to say is that counterpart funds 
have a considerably greater bearing on the total military expendi- 
tures of these countries than just the amount that is released for di- 
rect expenditure in their military budgets. 

Chairman Currerrietp. In view of the fact that you have to go, 
Mr. Vorys, I think we will adjourn until 10:30 tomorrow, and I will 
work out a schedule for tomorrow. 

Mr. Jupp. When will he go ahead with this question, tomorrow ¢ 

Mr. Hatasy. Tomorrow I would just like to summarize—perhaps 
if agreeable to you, without any questions until the end of it, and then 
[ will try to make that about a 5-minute summary of the whole busi- 
ness, including the point that you are particularly interested in, and 
if there are any questions I will take them, and then we will go right 
to infrastructure. Is that all right? 

Chairman Cutrerrtevp. Is that agreeable to you, Dr. Judd? 

Mr. Jupp. Yes. 

Chairman Cutrerrretp. Very well, the meeting is adjourned. 

(Whereupon, at 12:40 p. m., the committee adjourned to reconvene 
at 10:30 a. m., Thursday, May 21, 1953.) 
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THURSDAY, MAY 21, 1953 


House or REPRESENTATIVES, 
CoMMITTEE ON Foreign Arratrs, 
Washington, D.C. 

The committee met in executive session pursuant to call in room 
G-3, United States Capitol, at 10:45 a. m., Hon. Robert B. Chiper- 
field (chairman) presiding. 

Chairman Cutrerriretp. The committee will come to order. 

Mr. Halaby, I understand that you have a summary that you would 
like to give to the committee. 

Mr. Woop. Before Mr. Halaby starts, may I announce to the com- 
mittee that we are ready with a presentation of the NATO European 
military and defense financing programs. Therefore, as soon as we 
have finished with infrastructure we will proceed to make that pres- 
entation. 

Chairman Cuirerrretp. We are ready at any time you wish to 
present it. It is apparent that we must keep pressing so that we can 
get through as quickly as possible. 

Mr. Woop. We have the short form and the long form depending 
upon the wishes of the committee. 

Chairman Currerrrecp. Mr. Halaby. 


FURTHER STATEMENT OF HON. N. E. HALABY, DEPUTY ASSIST- 
ANT SECRETARY OF DEFENSE FOR INTERNATIONAL SECURITY 
AFFAIRS 


Mr. Haxapsy. So as to make this offshore procurement presentation 
complete and composite I have tried to clean up some of the outstand- 
ing points resulting from questions. 

I think Mr. Vorys was particularly interested in whether we are 
really going to do what we said we were going to do here in placing 
this large number of contracts shown by 572 in the Army from May 
2; 17 in the Navy and 213 in the Air Force. 

(A classified chart was referred to entitled, “Offshore Procurement 
by Country (in Millions of Dollars).’’) 

Mr. Haxasy. I asked for the figures as of this morning which is the 
best we could do. They show as follows: 

As of this May 2 date we had placed contracts during the fiscal year 
1953 of $789 million. 

As of a week later, May 9, we had placed additional contracts of 
$45 million and we were up to $835 million. Four days after that, on 
the 13th of May we had reached $928 million, approximately an 
additional $83 million. 
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As of yesterday, the data we received this morning, the total for 
fiscal year 1953 is $1,030 million. 

I think I have grown almost as skeptical about some of these esti- 
mates as some of the members but with that kind of slope to the curve, 
on contracts actually signed, it looks to me, sir, like these are pretty 
good estimates. I know it is of constant concern to us and the com- 
mittee how these things bunch up in the last 60 days but that has be- 
come, for both legislative and administrative reasons, the practice 
rather than the exception. 

Mr. Vorys. There is nearly $300 million in about 19 days. 

Mr. Hatasy. That is the result of 6 months of work paying off in 
this period. 

Now, I again have not told the committee and will not tell it today 
that we are going to reach the estimate of $1.6 billion. I have been 
very conservative in saying that the total will probably be $1.4 billion 
plus. 

I also gave a figure regarding Japan and that situation was about 
$9 million as of May 2, and it is now about $19 million, so some con- 
tracts have been let in Japan since the last figures we gave you. 

Just to sum up on that, the services continue to assure me that they 
will complete these negotiations, many of which started as much as 
9 months ago and have been greatly intensified in the last few months, 
and they will place the amounts they have estimated. 

I felt there was some confusion about this chart of General Finlay’s 
and ina paragraph I would like to sum up on it. 

(A classified chart was referred to entitled “Growth of European 
Defense Production (Value of Deliveries).”) 

Mr. Haxasy. In those green bars I did not want anyone to think 
there was not some European defense support in there. Some small 
part of it is European financing with counterpart funds. I just 
wanted to make sure that that was in perspective. 

These military-production expenditures which over those 4 years 
(fiscal years 1950 through 1953)—this is an estimate of 1954—total 
somewhere around -$7 billion without our offshore procurement and 
special military support. 

That is just one of the many defense expenditures they make. 

To give you some idea of how much of this is United States counter- 
part, since the Congress authorized us to use counterpart for military 
production and related purposes, about $1.3 billion in European 
counterpart has been programed and about $900 million of that 
amount has actually been withdrawn. Thus about 13 percent of this 
total European military-production financing over 4 years can be 
attributed to United States counterpart. Thus the Europeans have 
been doing most of that effort that you see there in green. 

Mr. Woop, Mr. Halaby, there is one point that we ought also to 
make, namely, that that 13 percent is in relation to only a portion of 
their military expenditures. Their total military expenditures, for 
example, have been estimated—I am speaking from memory now—to 
amount to something like $15 billion in fiscal year 1954, including 
these production figures plus the other military expenditures for main- 
tenance, and so forth. If you applied the amount of this counterpart 
to that total you would, of course, get a much lower percentage than 
13 percent. 
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Mr. Hatasy. For the 4 years (1950 through 1953), Mr. Wood, I 
think the total European defense expenditures would probably run 
into the range of about $38 billion or $39 billion. The $12 billion 
is the last year. 

Mr. Vorys. That is the guess for the coming year? 

Mr. Woop. Yes, and for fiscal year 1953 the estimate was $13.7 
billion. 

Mr. Hatapy. This $3 billion is the military production part and 
it would be $11.495 billion in 1952 and 1951 was $7 billion, and the 
previous year $6 billion. 

It is about $38 billion or $39 billion over the 4-year period. 

Of the total European defense expenditures of $39 billion, 1950 
through 1953, about $900 million is counterpart funds, has gone in 
and the United States OSP is additional to that. 

Mr. Vorys. Do you know whether the $900 million counterpart has 
gone into production or has it been spent indiscriminately—I mean 
unidentifiably for operations and pay of personnel and so forth? Do 
you know ? 

Mr. Woop. I do not know that. I will see whether we can find it 
out. I am not sure we can, Mr. Vorys. As a matter of fact, if any 
of these military expenses are warranted, it does not make much differ- 
ence whether the counterpart goes into military production or into 
the other elements in their military expenditures. 

Section 523 (e) of the Mutual Security Act of 1951, approved Oc- 
tober 10, 1951, directed MSA— 


* * * to make agreements with respect to the use of funds deposited in the 
special (counterpart) accounts of the “participating countries” * * * and in 


other countries receiving assistance * * * in such a manner that the equivalent 
of not less than $500 million of such funds shall be used exclusively for military 
production, construction, equipment, and material in such countries. 


Through March 31, 1953, $874.5 million of counterpart has been 
withdrawn for military purposes in the NATO countries plus Yugo- 
slavia. Of this sum, by far the largest part, $640.6 million, has been 
for major materiel, procurement, and production, with particular em- 
phasis on ships and harbor craft, transport, and noncombat vehicles, 
aircraft, ammunition, and combat vehicles. About $227 million of 
counterpart has been devoted to other military materiel, including 
clothing and supplies; about $32 million to military construction of 
Army and naval bases and airfields and just under $17 million to 
other types of defense construction. 

Mr. Hatasy. I think it is fair to say that of the five categories, pay 
and allowances, construction, maintenance and operation, production 
and all other, we have tried our hardest to attribute it to production 
rather than to any other category. The bulk of it is so attributed. 

Mr. Woop. That would be the case. 

There is one other fact about United States assistance which I 
should note in order to round out this picture. It is perfectly certain, 
I think, that if it had not been for the defense support apart from 
this counterpart which it generated the Europeans would not have 
been able to put as many resources into their own defense expenditures 
and defense production as is shown on that chart. 

Mr. Haxasy. Mr: Fulton and Mr. Bentley asked me to get some 
data on comparative performance characteristics on the MIG versus 
the Hawker-Hunter and the American types. 
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I gave some of it yesterday and then Mr. Fulton asked me for an 
indication of the armament on these aircraft. 

This is one of the few classified documents that I have given you and 
except for some editing of the testimony, I hope that almost all of 
what I have said is unclassified. Mr. Fulton and Mr. Bentley are not 
here. Is anyone else interested in these data? 

Mr. Vorys, We are interested in that but more interested in getting 
on with the story. 

Mr. Havasy. With the chairman’s permission, if I may acquaint 
Mr. Fulton and Mr. Bentley with this, I will do so. 

Mr. Vorys. Would it take long to give it to us? 

Mr. Harasy. I think what you might be interested in, sir—why 
don’t I just do it off the record. 

Chairman Cutrerrrecp. Off the record. 

(The then foliowing information was not reported.) 

Chairman CureerFieLp, On the record. 

I have a question here which T would like to read and then I would 
like to have your comment on it: 

In your testimony you have referred several times to the advantage to the 
United States resulting from coordinated European production program which 
you said was put together by the NATO international staff for aircraft. 

I believe you said that we get a multiplied result from our dollars since some 
of the other member governments partially match our orders with theirs. 

Don’t you think this would be a good idea for such things as ammunition and 
electronics? Could we not get a greater total production this way and move 
ahead faster to get them on their own feet? 

Mr. Haxany. I referred to the fact that we had asked the NATO 
international staff to develop a coordinated aircraft production pro- 
gram and they came up with this program which with several modi- 
fications we are now carrying out. As a result of that we have put in a 
certain amount and they have bought some airplanes with their own 
funds. It has been worked out generally in connection with NATO. 

I think in principle this is a very sound idea, Mr. Chairman, and 
wherever we can feasibly we want to apply the principle. 

To some extent we have been applying the principle to ammunition 
but only in a very general way. We could, if it is the wish of the com- 
mittee and the Congress, very readily, and we would be willing to get 
the international staff into this fiscal year 1954 program. For ex- 
ample, if we could give the international staff some idea now of what 
we think we might be able to do if you appropriate the funds, we 
could get them busy trying to get the Europeans to tell us what they 
will do by way of complementary production out of European financ- 
ing, perhaps ammunition and electronics—although they are much 
more difficult than ships and aircraft—could be developed. 

Chairman Curperrtetp. In other words, you coordinate the Euro- 
pean countries’ production with what we are trying to do, and in that 
way we get a larger final result? 

Mr. Haxasy. A larger total. 

Mr. Woop. You know, Mr. Chairman, the plan has been—and we 
have done quite a lot of work on it—when the EDC is formed, to make 
assistance of this nature available through any central procurement 
agency which might be set up by the EDC. Congress last year gave 
us the authority to proceed on such a basis and we have given consider- 
able attention to it. 
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To round this out, I would like Mr. Martin, of the State Depart- 
ment, who has been closely involved in these arrangements, to say just 
a word. 


STATEMENT OF EDWIN M. MARTIN, SPECIAL ASSISTANT FOR 
MUTUAL SECURITY AFFAIRS, OFFICE, SECRETARY OF STATE 


Mr. Mart. I had an opportunity day before yesterday to talk to 
Mr. Lowell Weicker, who has been a special consultant to the Assistant 
Secretary General of NATO for Production for the past 2 months and 
who next month will succeed as the Assistant Secretary General for 
Production, Mr, Hopkins, of Baltimore. 

Mr. Weicker informed me that as a result of a resolution of the 
council, the staff has prepared factual material to serve as a basis for 
coordinated programs in a number of fields including ammunition, 
electronics, and transport vehicles. 

International staff has also invited countries to indicate to them how 
much money they would have available to let contracts in these fields 
in 1954, and at the two meetings held this month they have begun to 
receive information about money available from the other countries 
and are seeking similar information from us so they can carry out a 
joint program of just the sort that you have raised your question 
about. 

Mr. Hauasy. It takes time to get this international staff into opera- 
tion. We would have to start right away if we did not want it to 
interfere with the placement of contracts well into the next year. 

The Europeans are in the practice of negotiating bilaterally with 
us but as I understand it the question suggests that we could get Mr. 
Weicker, who is the former president of E. R. Squibb & Co., studying 
this and giving us some recommendation. We could look them over 
and consider them, perhaps within the next 30 to 60 days. 

Mr. Martin. It is true, is it not, Mr. Halaby, in connection with the 
aircraft deal and applicable to the other deals the NATO staff pre- 
pares a plan for NATO coordination, but the arrangements between 
the countries continue to be bilateral between the countries and the 
companies and we are able to enforce our own standards and specifica- 
tions, and so forth. 

Mrs, Ketiy. When you say, “U. 8.” do you mean the Secretary of 
Defense ? 

Mr. Hauasy. Yes. 

Mrs. Ketiy. The Secretary of Defense is fully responsible for off- 
shore procurement. 

Mr. Harasy. You appropriate the money to the President and he 
allocates it to Governor Stassen, and Governor Stassen, under a spe- 
cial section of the act, allocates this money to Secretary Wilson. 

Mrs. Keituy. Who is inspecting offshore procurement contracts in 
Europe? , 

Mr. Hatasy. Wedo. Our contracting officers do. 

Mrs. Ketxiy. Your contracting officers. 

Mr. Hatasy. Yes. 

Mrs. Kexity. Who are they? 

Mr. Haxasy. They are in Europe. American officers in Europe 
who place the contracts and follow up on production and deliveries. 
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Mrs. Ketiy. Did you follow up or did you decide to omit Mr. 
Bentley’s question on subcontracts ¢ 

Mr. Hatasy. I gave him a general answer yesterday and I under- 
took to try to get much more specific information. 

Chairman Currerrrep. Mr. Halaby, I think the next order of 
business was, you were going to speak about infrastructure. 

Mr. Hatasy. Yes, sir. 

Mr. Vorys. You have not gotten to the $64 question. Do not stop 
this time. 

Mr. Hatasy. Yes, sir. 

Yesterday General Finlay spoke of this $50 million the President is 
requesting for facilities assistance. 

I felt that it needed a little more elaboration, but I do not want to 
read it, if I may put in the record, the 514 pages, I will do that. 

Only a few paragraphs of it are classified. 

Chairman Curverrietp. Without objection it will be included in the 
record. 
STATEMENT FOR THE RECORD PROVIDED BY THE EXECUTIVE BRANCH IN CONNECTION 

WITH THE TESTIMONY OF GEN. LUKE FINLAY 


FACILITIES ASSISTANCE 


Requested authorization 

To utilize a portion of Mutual Defense Assistance funds in support of critically 
needed munitions facilities expansion projects which assist in creating a sound 
mobilization base for NATO Europe. 

For this purpose in fiscal year 1954, the budget contains $50 million of assistance 
to member nations principally for completing a $112 million NATO recommended 
program of restoring and rehabilitating ammunition capacity—the first produc- 


tion priority in time of war. 


Background 

From total Mutual Security funds appropriated through fiscal year 1953, some 
$14 billion (including about $2 billion of offshore procurement) have been 
programed for production of military end items to help fill the critical equipment 
shortages of our allies. 

As these immediate shortages are alleviated and current force goals approached, 
an increasingly important objective for NATO Europe, as for the United States, 
is the creation of a sound balanced defense mobilization base as the springboard 
for greatly expanded production of equipment in wartime. Such an industrial 
base, even though kept in standby in time of peace, is as strong a deterrent to 
aggression over the long range as the military hardware itself, which can never 
be stocked in sufficient quantity to meet wartime needs. 

It would be wasteful to let OSP contracts for end items beyond the needs of the 
current force buildup simply to generate wartime capacity, and special measures 
are needed to meet this special problem in NATO Europe just as in the United 
States. 

As stated by the Advisory Committee on Production Equipment headed by Mr. 
Harold S. Vance in its report of January 1953 to the Director of Defense Mobili- 
zation, entitled “Production Capacity—A Military Reserve” : 

“If an adequate defense position must be maintained over an extended period 
of time, as now seems to be the case, and if this is to be done without prohibitive 
cost and drain on the Nation’s resources, a larger capacity to produce military 
end items must be created’and maintained in such condition that it can be quickly 
expanded in event of an emergency * * * 

“In most programs the initial cost of facilities is small compared to the cost 
of producing end items for the stockpile. For example, in the case of certain 
ammunition components, the cost of facilities is equivalent to the cost of full 
production for only about 6 weeks. 

“Moreover, most facilities are not subject to 100 percent obsolescence at any 
time, as are end items, and the cost of modernizing facilities to produce improved 
end items is only a fraction of the expense of modernizing stockpiles of end items 
by scrapping and replacing obsolete models.” 
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This special committee’s conclusions on developing productive capacity in the 
United States are also applicable in Europe and correspond to the best military 
evaluation of Europe’s defense production requirements in time of war. 

Therefore, while production of vitally needed end items for the force buildup 
with the assistance of offshore procurement must continue to take first priority, 
it appears to be sound business in fiscal year 1954 to initiate, at least on a small 
scale, a conservative and carefully planned program of facilities assistance aug- 
menting the efforts of our NATO partners to fill the worst gaps in their pro- 
ductive arsenal for wartime emergency. 


The ammunition problem 

The critical shortage of NATO Europe ammunition capacity for wartime re- 
quirements has long been recognized as one of the most pressing deficiencies 
in overall NATO defensive strength. Our Korean experience proves that in 
inother Huropean war usage and expenditure rates may exceed those of World 
War II. 

Yet the United States would be hard pressed to meet its own requirements, 
much less those of its NATO allies. Moreover, this production si*uation is 
complicated by logistical problems of transportation and port facilities in time 
of war, particularly severe in the case of ammunition which would constitute 
a substantial proportion by dead weight of all deliveries to the forces engaged 
n battle. 

Finally, the heavy cost of stockpiling and difficulties of preservation place a 
very real limit upon the quantities practical to stockpile from current production. 

(Classified material deleted from statement. ) 

In time of war, NATO civilian industry can be converted to provide much of 
the metallic parts for ammunition and increases in loading and filling capacity 
are being undertaken to a satisfactory degree by the countries themselves. 

However, propellant and explosive plants have little commercial use and 
must generally be kept in standby for wartime need. 

Therefore, the Defense Production Board, and now the international staff of 
NATO, have recommended a program of capacity expansion in these two areas 
for urgent execution by member nations. 

he validity of this international study, and the importance of its recom- 
mendations, have been independently corroborated and strongly seconded by 
United States experts in the field. 

(Classified material deleted from statement.) 


Proposed United States program 

Since the NATO recommendation of a year ago, our NATO partners, principally 
France and Italy, have invested substantial sums toward fulfilling the inter- 
national program, partially due to the stimulus of OSP orders. 

(Classified material deleted from statement.) 

$y a contribution of some $50 million in fiscal year 1954, conditioned upon the 
European countries putting up the remaining sum, the United States would en- 
courage and assist in completing a NATO program substantially expanding pre- 
existing overall ammunition capacity. 

By inducing a joint contribution from the participating countries, the United 
States would, as in the recently formalized aircraft program, further the case 
of NATO integration and the sense of mutual purpose among our partners. 

The proposed United States contribution would be provided under the Mutual 
Defense Assistance Act of 1949, as carried over into the Mutual Security Act. 

Section 104 of the former act prohibits the use of MDA funds for plant con- 
struction or equipment “other than production equipment, including machine 
tools,” or for personal services “other than personal services of a technical 
nature rendered by officers and employees of the United States for the purpose 
of establishing or maintaining production,” furthering the purposes of the act. 

Therefore, it is contemplated that the United States contribution would be in 
the form of production equipment and technical know-how, while the participat- 
ing NATO countries would put up the real estate, bricks, and mortar. 

Moreover, it may become possible and desirable to apply a small portion of the 
requested $50 million through appropriate government-to-government agreements 
to assist certain European ammunition plants through special tooling and know- 
how to convert from brass to steel cartridge cases in order to relieve Europe 
of some of its dependence upon scarce materials. This is also a NATO-recom- 
mended project, the practicability of which has already been proven in United 
States production. 
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Our agreements with the participating countries for United States facilities 
assistance would be predicated upon the following, in addition to their own 
financial contribution : 

(a) A commitment not to discriminate against any other NATO country for 
price, quality, delivery dates, or priority to obtain a fair share of the plant’s 
production. 

(6) A commitment to maintain in modern condition the new facilities financed 
with our aid, in standby capacity if necessary. 

(c) A commitment not to use the facilities for purposes other than originally 
intended without the consent of the United States. 

Other projects 

It seems clear that other facilities projects, in addition to ammunition, are 
also of great importance in developing a sound and balanced NATO European 
mobilization base. 

The logic of substituting dynamic production capacity for static end-item stock- 
piles, and the long-range economy thereby, both warrant further exploration in 
Europe, as currently in the United States. This the agencies responsible for the 
Mutual Security Program will be undertaking during the coming year. 

In the meantime, it is strongly recommended that the proposed $50 million 
be authorized for the immediate expansion of critical ammunition capacity 
through projects which have been fully explored and endorsed both by NATO 
and United States experts in the fiel¢. 

The authorization is requested only in the firm belief that use of these funds 
for facilities expansion will pay greater dividends in NATO security over the long 
pull than an equal expenditure of the dollars in end-item deliveries today. 

We cannot do anything until the Congress appropriates 1954 funds. 

(A classified chart was shown entitled “European Productive 
Capacity To Meet a Balance OSP Program, Fiscal Year 1954.”) 

Mr. Haxazy. General Finlay said that after looking over capes 

vailable in Europe and taking into account a possible end-item 
oe. they came up with recommendations of OSP facilities 
of about $1.8 billion which could be utilized. 

That figure is not fully related to the President’s request because 
that work took about 4 or 5 months and the study came to us before 
the President’s decision was made. 

The President is requesting in this program approximately $4 
billion for military assistance. Of that, approximately $3 billion 
is for end items to be procured in the United States and abroad 
and delivered to our allies. 

Now ina vanes of $3 billion in end items, if we should try to 
procure $1.85 billion in Europe, that would leave only about $1.2 
billion in the United States, and we could not live with that. 

In the first place, there are some items that have to be produced 
in the United States for strategic reasons. Some have to be pro- 
duced in the United States for “efficiency reasons. We are already 
tooled up and are building them. 

Third, some items have to be produced here because they are 
spare parts for equipment already produced and it would be most 
inefficient to set upa line in Europe to do it. 

A few other items we feel should be produced here to keep some 
of our critically important lines running. 

Finally, in a very big lump of our end-item program, each year 
comes out of service stocks. Stocks that the services have procured 
with their own funds and then are delivered to MDAP countries 
and they get reimbursed out of the funds which you appropriate. 

Those are not all the categories, but those are the major ones. 

Now since the President’s decision 3 weeks ago, we have not fully 
been able to match these capabilities that General Finlay pointed 
out and the requirements of the program. 
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Now to put this in perspective, you will remember last year this 
program was presented to you in very fragmentary form because 
it was just getting started, but we thought we would be able to do 
about $1 billion, on a sound basis, during fiscal year 1953. 

This committee in fact wrote into proposed legislation that it 
be at least $1 billion, but during the conference report it was decided 
in order to give us greater flexibility in negotiating the best deals 
that that would be dropped and you would rely on the legislative 
history. 

Now in fact as I just told you, it looks as though we are going to 
place on a solid business basis, we believe, a total of about $1. 4 billion 
in fiscal year 1953. 

Mr. Vorys. Does that come out of the $3 billion worth of end 
items ¢ 

Mr. Hauasy. Last year’s came out of the fiscal year 1953 end items 
which I think was nearer $4 billion. 

Mr. Vorys. You just mentioned in round figures that there is $4 
billion in the military request, of which $3 billion is for end-items ? 

Mr. Havapy. Yes. 

Mr. Vorys. Does that mean that if you program $1.5 billion off- 
shore, it would come out of the $3 billion ? 

Mr. Hauasy. Yes, sir. 

Mr. Vorys. That is all I wanted to know. If you did that it would 
be 50-50? 

Mr. Hauasy. Yes. 

This year, I think you appropriated around $4 billion or slightly 
over $4 billion for end-items; is that not right? 

Mr. Woon. Yes; $4.1 billion. 

Mr. Hauasy. We are placing about $1.5 billion so that would be 
about 38 percent or somewhere along in there. 

Mr. Vorys. All I wanted to get clear was that out of the $4 billion 
military, it is only planned that 75 percent of it would be for end 
items and the others would be for other things ¢ 

Mr. Hauapsy. For training, infrastructure, packing, handling, crat- 
ing, and all the other corollary items. 

Now I want to be very careful in stating this fiscal year 1954 pro- 
gram, Mr. Chairman because there is an objective, there is what we 
see in sight, and then there is actually what happens. 

Those are almost always three different things. 

During 1954, the objective of the executive branch as stated by Mr. 
Stassen and other earlier witnesses is to attempt to negotiate addi- 
tional offshore procurement contracts up to a total of about the same 
magnitude as this year. 

Placement of the contracts in this order will of course depend upon 
satisfactory negotiation of price, delivery times, specifications, and so 
forth, and most important the funds that you authorize and appro- 
priate. 

We have not yet matched the estimate of capabilities with the re- 
quirements stated in the program, but nevertheless insofar as we have 
been able to give you an idea at this stage, we are able to indicate 
iterns totaling over $1 billion which fall within our criteria, assuming 
that you authorize $4 billion for MDAP. 
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Now we have not got much more than that at the present time, but 
we will be developing that as we go along and I wish that I could give 
it to you in exact detail, by country, by amount, by category. 

However we do not have that and we want you, in view of the 
success of this program to date, to give us a little flexibility in work- 
ing that out because — is a proc urement program and we want to 
get the best deals we can, comparing United States possibilities, 
E uropean possibilities and so on. 

But because these are triple-duty dollars and because we think we 
are getting our money’s worth, Governor Stassen determined to pro- 
ceed. 

Just to offer a very quick summing up, I gave 10 reasons why we 
thought this was good business. We get the hardware and in the 
aggregate it is cheaper. I did not mention one way it is cheaper. 
It is cheaper in dollars but it is also cheaper in that we save some 
scarce materials. 

We use their materials rather than United States materials. 

Three. The production is on the spot in NATO. 

Four. We set up a minimum mobilization base of factories doing 
work and it is that kind of military posture that we believe really 
confronts the Russians with something that they would not want 
lightly to attack. Thus, it gives impetus toward self- support. 

Six. The packing, handling, crating, and transportation is much 
simplified and cheapened. 

Seven. As Mr. Chiperfield’s question pointed out, there is a multi- 
plied contribution here. 

Eight. We get some combined production planning started which 
can grow in EDC when it is established. 

Nine. We get the improved technology, productivity, and a larger 
pool of military-production skills in the manpower of Europe, and 
finally, they are earning and not getting grants. 

The deliveries are coming through, now. They will extend through 
early 1956. 

We are using competitive bidding and negotiation to get the prices 
down. 

There is no new plant construction, bricks and mortar in here, al- 
though we are providing some tools and services and preproduction 
costs and we would like to get your authority to do $50 million worth 
of facilities assistance. 

The time element is priceless. If we can have in Europe, a mobiliza- 
tion base in the first 6 months of war we will really have an asset 
that means something. 

I think that sums it up, Mr .Chairman. I am sorry it has been so 
long, but I am very grateful to you for letting us lay it out in full 
detail. 

Chairman Currrrrietp. Thank you very much, Mr. Halaby. 

Mr. Vorys. Mr. Chairman 





Chairman CureerrreLtp. Mr. Vorys—— 

Mr. Vorys. I am perfectly willing to pass this over at this time, 
but I would like to suggest that we have had no discussion of the ob- 
jection to any and all of this which caused Senator Vandenberg and 
myself to be successful even operating from the minority, in blocking 
any part of this for the original program. 
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Senator Vandenberg’s feeling and my own was, when you set up 
arms plants, you are simply creating something that is available for 
sabotage or capture, or in the case of a takeover which is an inside 
job, it goes over intact, not even being captured. 

T he country goes over and you have turned it over. 

As I say, I know the committee is anxious to go on with other things, 
but it seems to me that for the last 3 years, where this started as a 
mighty small thing, it has grown and grown and grown, and I have 
never heard a satisfactory comment on that phase of it. 

Senator Vandenberg was sick and then died and could not make the, 
fight anymore. I do not know whether he ever changed his mind. I 
realize that you have to take calculated risks in all of this. This is one 
objection which is obviously not insurmountable to the : ongress or 
the Executive but one which has not been commented on, I do not be- 
lieve, in this very able preparation. 

Mr. Hatasy. I do not want to bore you with a lot of old stuff, but as 
a great admirer and devotee of Senator Vandenberg—and it started 
when I went to the University of Michigan Law School—I understand 
that at least from my part I am carrying out his wishes because I 
understand this program to be a grand partnership that he had joined 
in conceiving with certain members of the executive branch. 

When you start into a partnership, you do not say, “Well, one of my 
partners might get robbed or he might get killed.” 

You take them as they come and you take their assets with them and 
you work together confidently toward mutual interests. 

There are about 250 million people in West Europe. They have 54 
million tons of crude steel, 300 million tons of aluminum, millions of 
vehicles, 500 million tons of coal, and 216 billion kilowatt-hours in 
electricity. 

Together, we have industrial production that cannot be bought, all 
the elements of power, mutual manpower, and money. 

As I pointed out, we have expended in 4 years in Europe $38 billions. 
They have materials that are scarce and that they can still get. And 
they have the geography. That geography consists of a very large 

area and a very important area; it is our frontier as well as theirs. 

I, for one, believe that we want to have fighting along with Ameri- 

cans—and we have six divisions there—the best armed and most highly 
motivated people we can get. 

| am almost certain, although I know you know Senator Vanden- 
berg’s feeling much better than I ever w ill, that that was his idea; that 
we Were going into a partnership, and it would cost a lot of money. 

Mr. Vorvs. That has not anything to do with what I said, Mr. 
Halaby. You are making an awful good argument against any kind 
of defense support. 

When the attempt was made to put some offshore procurement into 
this program in 1949, in calendar year 1949, it was determined that 
these fellows better learn to walk vo te they tried to run and we 
would furnish the arms and when they got ready and recovered suf- 
ficiently with these vast resources you describe, they would then build 
up their military armament. 

But military production is expensive and wasteful and nonproduc- 
tive and inflationary. 

Mr. Hatasy. It is nonproductive, but not wasteful, sir. 
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Mr. Vorys. I mean wasteful in the sense that it is nonproductive 
and inflationary. 

Mr. Hauasy. In the sense that the fire department is wasteful ? 

Mr. Vorys. We were in a state where we could afford it and we 
would furnish them some arms until they could afford to make their 
own. 

As long as they were weak there was the danger of taking them 
over. 

Now all that you have just said, Mr. Halaby, it seems to me, has 
nothing to do with the question of offshore procurement and putting 
strategic target areas over nearer and nearer to the Soviets, at our 
expense. 

Now. as to the grand design of Senator Vandenberg, in which I also 
joined, that we should have a partnership in defense, that is entirely 
aside from this point that I bring up. 

That has not been commented on, and I mentioned it not with the 
thought that we should take it up now, but that you might have a 
comment that would be directed to that. 

Maybe I did not make myself clear? 

Chairman Cureerrmetp. You consider the danger of putting those 
establishments so near to the Soviet? 

Mr. Vorys. Let us see a map. I do not mean right at this moment, 
but a map of the military supply potential that we are building up 
with our dollars there, and then consider the stability of those coun- 
tries militarily and politically. 

The balance of the risk we have not yet discussed in this very able 
presentation you have made. 

Mr. Hatasy. When Senator Vandenberg and the Congress and the 
executive branch embrace the collective security principle, they em 
braced the balance of risk and they decided that it was in the interests 
of the United States to take the risk and to take the initiative and to 
make this a combined resource to mobilize it and to protect it. 

What we have been doing since that decision was made by the Presi- 
dent and the Senate and the House of Representatives, is mobilizing 
this effort for the mutual defense. 

I gave you all those statistics because I think that that decision has 
been made, sir. Insofar as I am a taxpayer—I pay over $100 every 2 
weeks—and I think we are all in the same boat on that, and I am not 
proposing to make any one of these dollars work any less hard than we 
can make it. 

The import of my presentation to you has been that these dollars 
are hard-working dollars because they confront the Russians with 
hardware, with a mobilization base that ‘they will not attack unless they 
want to take on the whole gang of us, including the bomb, our six 
divisions in Europe, our air wings in Europe, our Navies, and their 
forces. 

Mr. Woop. Mr. Vorys, I think the situation is very different today 
than it was when this program was first conceived. At that point, as 
you well know, Europe was absolutely flat on its back and in danger 
of being taken over by the Communists from within. That danger 

was tremendously greater than it is today. Times have changed and 
things have developed. 
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I might also point out that insofar as the facilities are concerned, 
this program involves the use of facilities which are either already 
in existence or which are being added to, or modernized, by the use 
of the resources of these countries themselves. 

It is true that behind all that lies the American aid, but the first 
job in Europe, as Senator Vandenberg and you so clearly saw, was to 
get these people on their feet economically. 

The next step in the process, in view of the recovery that has taken 
place and the fighting in Korea is, it seems to us, entirely consistent 
with the views which he held. Having recovered from the danger of 
internal subversion, or at least having tremendously reduced that 
danger, then we must face the question of using this capacity to add 
to the defensive strength of the free world. 

Inherent in that proposition, as you properly point out, is the 
danger that if the Russians were to overrun this area and do so 
before the effective destruction of facilities could be accomplished, 
they might get some assets. However, the alternative course is to 
greatly increase the burden on this country and not to make the best 
use in our common defense of tle resources which exist abroad. 

Excuse me; I did not mean to speak so extensively on this point. 

Mr. Vorys. I know the whole committee is anxious to get on, al- 
though this is an interesting thing. 

Mrs. Kexty. I agree with Mr. Vorys on his fear but I also believe 
that increasing the target area in Europe decreases the target area 
in the United States. 

Mr. Woop. Mr. Vorys, did you refer to a $64 question that had not 
been answered ¢ 

Mr. Vorys. The one I referred to was simply an approximation 
which Mr. Halaby gave us, the best approximation available of the 
amount of offshore procurement planned out of the proposed program. 

It was answered very fully. It was answered to my satisfaction. 

(A classified chart was shown entitled, “NATO Infrastructure 
Military Construction.”) 

Mr. Woop. Mr. Roger Ernst, of the Department of Defense, will 
also take part in this presentation. 

Mr. Harasy. I have been asked to present to you the case for NATO 
military public works—infrastructure. 

I have with me Mr. Roger Ernst, who is in the Office of the Secre- 
tary of Defense, with Frank Nash and me, and he will be able to an- 
swer your detailed questions. 

We violated the lawyer’s first rule by giving you the brief yesterday 
so that you could ask us all the embarrassing questions and I think you 
have in front of you a copy of the statement which I am about to read 
and a whole set of tables and charts which were designed and intended 
to answer the questions which the committee put to us on paper last 
Friday night. 

Mr. Vorys. Could I make a suggestion: Before you get into the 
details, there are just three questions that we have in all of this: 
What have you spent, what have you got on hand, what are you going 
to do with what you have on hand but have not spent, and how much 
do you want? 

1 do not know how much has been spent on infrastructure, how much 
you have programed now out of money you have for infrastructure, 
and how much you are going to ask. 
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I would like to have those three figures. I know it is more exciting | 
to save that for the end but if we could just spoil the suspension to fs 
the story and have the answer to the puzzle right at the start, we would 
appreciate it. 

Mr. Hauasy. If that is the committee’s will, we will do it exactly 
that way. 

Mr. Vorys. I hope that each time we can have the $64 question 
first, and then the $32 ones and the 50 cent ones and so forth. 

Mr. Hatasy. All right, sir. 

I think there was laid before you the first thing this morning a table 
called infrastructure financing, which gives you a breakdown of the 
total. If I may, I will give you the payments. I will just have to as- 
sume that everybody knows what infrastructure is and that these 
slices are annual programs called, slices, and that the first three slices 
total about $900 million. 

Of that total which is contributed by the United States as well as 
by the other NATO countries, of that total, $330 million or 37 percent 
had been spent by the end of 1952. 

(The table referred to follows:) 


Infrastructure financing 


[In millions of dollars] 


United States share 








Total cost |——— 

















Gross _| Net of taxes 
ceorecienenesiekeasinisiienctemaieiatalidans ~ at ea 
Commonly financed: 
Ist slice_. - fin bh aicniilinde —tingeegodptendadyecetdl 92.7 0 0 
2d slice , . pees be tecae 327.2 157.4 136.4 
3d slice ; 4 SL cthancliietahs alain ieeatupbinnis es 478.3 | 204. 5 182.2 
4th slice | ainenmmnitied teams ae é al 406.6 171.9 151.3 
Grand total, common infrastructure -_..........-. | 1, 304.8 533.8 469.9 
Add United States increments: USAF above common stand- 
ards, 1952- ; . bebinecwaen jutadinaliimawentaeanek 51.0 
Grand total required .<-...............---.---.---.- dpcctadadive wingsmanuae amt eene te 520.9 
Less: Financing provided by: 
MDAP, fiscal year 1952 thn ataai in aintane dnimetiaiaies omen seleescecessue- . Md 
OSD, military public works, 1953 ._..- See heepannaey pagina 140.0 360.0 ; 
Unfinanced fiscal year 1954 new obligational authority........|_......--.-.--|_------- tems 160.9 J 
Cost of engineering changes, 3d slice --............----.-.--.-- bicdsanIe ceed bn ciibwali ced 20.0 
EEE DE ape Lie Be EEE ok BEATE IE TER 180.9 




















Mr. Vorys. Is that on this chart? 

Mr. Hauasy. That is on another chart entitled, “Estimated Infra- 
structure Payments.” 

(The chart referred to follows :) 










ESTIMATED INFRASTRUCTURE PAYMENTS 






Slices I through III total $900 million: 
$330 million or 37 percent spent by end 1952. 

Slices I through IV total $1.3 billion: 
$740 million or 57 percent to be spent by end 1953. 
$1,100 million or 85 percent to be spent by end 1954. 
$1,300 million or 100 percent to be spent by end 1955. 


Mr. Haxasy. Of this $330 million, we had disbursed by December 
31, 1952, about $86.5 million. That should be about 38.2 percent. 
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Now your next question will obviously be, What has been spent 
since the end of 1952, and I will answer that in two ways if I may. 
First, we have estimated that by the end of this year, by the end of 
calendar 1953, $740 million or an additional $410 million will be spent. 

Mr. Zastockt. By “spent” what do you mean ? 

Mr. Hatasy. Actually disbursed for construction completed or in 
progress. 

Mr. Vorys. That is to be spent? 

Mr. Zastocki. That is the reason I asked the question, Mr. Vorys. 

Mr. Haxasy. I am talking about its being expended. There are 
two types of checks we pay. One is for our contribution to a com- 
pleted project, and the other is a progress payment on some public 
works under construction. 

Mr. Zastocki. I anticipated your question, Mr. Vorys. The clari- 
fiaction of the word “spent.” It is money over the counter. 

Mr. Hatasy. Yes. 

The reason for that is that we do not place contracts for construc- 
tion in Europe under these funds. The country in which the con- 
struction takes place places a contract and then gives the bill to NATO 
and NATO pays it. We are now talking about NATO and United 
States checks paid for construction completed or in progress. 

Now, how much has been spent during 1953¢ We do not have the 
total NATO expenditures in the first 5 months of this year, but we 
have our own, and up to May 20 we had disbursed or expended or 
paid out $96.3 million and we estimate that by June 30, 1953, we will 
have paid out $125 million, approximately. 

By the end of fiscal year 1954, if you authorize the additional amount 
of $180 million requested, that together with what has already been 
authorized, it will result in a total expenditure of $307 million by the 
end of fiscal year 1954. 

Does that give you an adequate picture of the expenditures to 
date, sir? 

Mr. Vorys. No. 

Mr. Hatasy. What more could we provide? 

Mr. Vorys. You have spent 4 to May 20, $192.8 million. 

Mr. Hatary. We have spent $86.5 million up to December 81, 1952. 

Mr. Vorys. I did not oat you that. 

Mr. Hatazsy. And we have spent additionally since that time $10 
million, so that the $96 million is a cumulative figure spent up to 
May 20, 1953. 

Mr. Vorys. $96.3 million is spent. 

Mr. Hauasy. United States disbursements up to May 20, yes. 


STATEMENT OF ROGER ERNST, OFFICE OF THE SECRETARY OF 
DEFENSE 


Mr. Ernst. There are low disbursements in the winter months when 
there is a low level of construction activity in most of Europe, so that 
something like only $15 million by the United States has been laid 
out in the winter period up to last night. It is not indicative of the 
rate of activity. 

Mr. Vorys. li is indicative of the activity of spending we have had 
in this program for 4 years. 
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That is the kind of spending we have had. 

Now this $331 million that is appropriated but not spent—I mean 
our part of it—we are spending $86.3 million and there is appropriated 
programed, allocated, obligated or something or other for this, but 
not yet spent for infrastructure, how much? 

Mr. Harany. We will show that on a chart, I believe. If you will 
refer to the table we handed out this morning, “Infrastructure financ- 
ing,” you will see the total picture. 

(The table referred to appears on p. 510.) 

Mr. Hawasy. Perhaps just to save time you might care to ask ques- 
tions about it. 

Mrs. Cuvrow. Mr. Chairman, may I ask whose report this is? 
[ Indicating. ] 

Mr. Havasy. That is my report to you. 

Mrs. Cuurcn. I could not find a name on it. 

Mr. Hatany. I thought I would read it into the record, and I 
thought I would give you an advance copy. 

Mrs. Cuurcn. On page 5, when you consider the agreement made by 
Messrs. Dulles, Wilson, Humphrey, and Stassen, subject to legis- 
lative appropriation, to share the cost of a program to cover the years 

954-56, which could run as much as $700 million, the thing that 
comes to my mind is, how definite do other NATO countries feel that 
commitiment is? 

Mr. Hatapy. They feel it is just about as definite as we do and 
that is that in line with the President’s policy of considering this pro- 
gram on a long-term basis rather than an annual basis. He wanted, 
and the Secretary of Defense wanted us to come to you with some idea 
of where we are going and what the ultimate is on this, That is why 
we laid this out here. 

Now, we are going to get the facts before we come to you for any 
more than this $180 million. We are going to get the engineered 
programs that have been screened, tested, and checked against our 
experience and good construction estimates before we come up for 
any more, but this could run as much as $700 million, of aaa the 
United States’ contribution could run as high as $300 million. 

Mrs. Cuurcu. Well, perhaps due to Mr. Ernst’s excellent briefing 
before we went overseas, and with the admission that sometimes a 
little knowledge is a dangerous thing, I have come to feel somewhat 
familiar with the infrastructure picture. The only thing I wanted 
Mr. Vorys to realize was that when he is considering what has been 
spent to date and what is going to be asked for in this bill, there is 
also on the part of the foreign countries a feeling that this $700 
million is more or less of a moral commitment. May I assume that 
to be the case? 

Mr. Hatasy. I would say it was an understanding as to the ultimate 
cost and it was a common, agreed understanding, and we undertook 
to consider factual, tested data when it comes in and if it is right, to 
come to our legislature, the way they will go to their parliaments, 
for additional increments. 

Mrs. Cuurcu. Mr. Chairman, you will remember that last week we 
met together informally and considered questions we would like to 
have answered; and I believe that Mr. Wood said he would do his 
best to answer them. 
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I would like to make one addition to the questions, if I mars I 
wonder, Mr. Wood, whether it would be possible for you to tell us 
how much future commitment is implied in this bill or has been or 
may be inferred in connection with the bill, or outside of the bill? 

Mr. Woop. I do not think we can call it a commitment, except in 
the sense that the executive branch had agreed with these other na- 
tions that it would recommend that the Congress authorize the appro- 
priation of this $180.9 million to provide for the United States con- 
tribution for the slice of this infrastructure program which is re- 
quired to be financed in the coming fiscal year. 

Now, there is also a general agreement, as Mr. Halaby has pointed 
out, that, subject to the development of detailed plans, we would 
thereafter, in some later fiscal year—presumably the one following 
1954—if we were satisfied with the plans developed, and if other coun- 
tries were also able to induce their parliaments to make the funds for 
their respective shares available, present a further request to this 
Congress for the purpose of finishing this fifth slice operation. 

Mrs. Cuurcu. Mr. Wood, if you would consider the question as 
not implying criticism, I have found in discussion with some of the 
leadership of the House, that we could anticipate a certain amount 
of the rough going this bill is going to have. tt interested me to find 
that they thought that they knew certain facts which we certainly 
have not developed in our hearings. 

In fact, some members of the committees, particularly some mem- 
bers of the Appropriations Committee, claim they know commitments 
ahead, or infaeed or implied commitments ahead, due to acceptance 
of the program. I think we would be in a much sounder position as 
a committee if someone in your department could give a complete 
survey of the overall program of MSA to see just how much besides 
infrastructure may be involved and the implied expenses. 

Mr. Woop. We do not make commitments which might involve 
the expenditure of new funds except subject to the appropriations of 
Congress. 

It is clear that what you are getting at is this: As we go ahead 
with our plans with these other nations, we do, as we did in the case 
of this infrastructure arrangement, indicate to them that we will 
recommend to the Congress that it make available funds for certain 
purposes and, if Congress approves, that we intend to go forward 
and use the funds for such purposes. 

Mrs. Cuurcn. Is it possible to cull out of various conversations and 
meetings any kind of a picture of how much is not committed but 
hoped for ? 

Mr. Woop. I think that would be possible, Mrs. Church. I think 
of several such understandings at the moment. Let me make sure, 
by citing an illustration, that I have in mind clearly what you wish. 
There was the discussion at the time of the Paris NATO meeting with 
respect to contributions er to complete the fourth slice of the 
infrastructure program and, in addition, there was the more general 
and less specific discussion with respect to the distribution of con- 
tributions for the $700 million fifth slice. Is that the sort of thing 
you have in mind? 

Mrs. Cuurcn. Yes; all over the world. 

Mr. Woop. There were also discussions in Paris with the French 
and the British concerning the amounts and kinds of assistance which 
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we might recommend that the Congress support with funds. The 
$400 million item for financing the war in Indochina is an example. 
That was discussed rather generally with the French when Secretary 
Dulles, Mr. Stassen, Mr. Wilson, and Mr. Humphrey were over there. 

We could pick out certain cases like that where there have been pre- 
liminary discussions and, in some instances, statements of our inten- 
tion to ask authority from the Congress to furnish assistance or carry 
out international arrangements requiring the expenditure of funds. 
I will see whether we can give you a report on that subject. 

Mrs. Cuurcn. I think it would be most helpful, Mr. Wood, if it 
might include any conversations with non-NATO countries, or with 
agencies planning to deal with non-NATO countries. 

Mr. Woop. This is a very interesting and important question and 
I think we can give you a responsive answer to it. 

(The information referred to appears in the Appendix on p. 1283.) 

Mr. Javrrs. Mr. Chairman, may I ask one question: Mr. Wood, 
this is executive session and I would like to ask you a very frank 
question: We have always dealt with this subject which you are now 
discussing in this rather powder-puff way. Now, almost nobody be- 
lieves that all you do is say, “We will think about recommending,” and 
yet that you get commitments for 60 percent on the barrelhead and all 
you say is, “For the other 40 percent, we will think about recom- 
mending.” 

It seems to me this administration is strong enough with the coun- 
try, and it better be strong enough with the Congress if it is going 
to survive, so that we can really get down to what was said and the 
extent to which the United States has or has not been committed. I 
think it may not be too bad a situation from my own thinking—and 
I am only speaking personally—if the Congress were faced with an 
executive which knew its own mind and was trying to make the best 
trade it could to recommend to the Congress, and then came to the 
Congress to back it up. This is a new Administration; the American 
people expect that. 

I got this, the feeling of what you have said—and you will forgive 
me—that “This is a carryover, this is the way it used to be, we will go 
right on and make the same explanations because we handled it this 
way before.” 

Mr. Woop. Let me put it to you in what I consider is not a powder- 
puff term. 

Under our current plans we, the executive branch, presently plan 
to make so much available for this purpose. You will understand 
that we do not dispose finally in such matters because our ability to 
make such amount available is always dependent upon Congress giving 
us the money to do it. That is the way it is put and that is all I 
intended to imply. 

Mr. Marttn. Might I add that all the other countries are in the 
same position. All the other countries are in the same position. 
They do not put the 60 percent on the barrelhead any more than we 
put the 40 percent on. They have to refer to their parliaments. 

Mr. Javrrs. That is very clear. 

Mr. Vorys. Does this not revolve around what Attlee calls our 
“naughty old Constitution”? 
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We operate on a basis, thank God, that there is not anybody who 
can go anywhere and bind the United States Government to anything 
until Congress acts. 

We went all through this in the Marshall plan where the question 
was as to whether the 4-year date was a legal or moral obligation 
that was to run for 4 years although no Congress could bind succeeding 
Congresses. We put in that Congress was not only going to appro- 
priate every year but that we were going to authorize every year. I 
agree that we ought to get a little new thinking on the thing because 
the Marshall plan was to be a 4-year proposition and it was to be 
over forever. Paul Hoffman and all the rest of them said the most 
important thing to remember was its terminal date. 

Now we find that the plug came out of the bottom of the Marshall 
plan and it has run on and on, and this program, I remind you, goes for 
8 years. That is the proposed terminal date for distributing stuff 
under this proposal. 

We still have our Constitution; we still have to get a better idea 
than we have had, as to what kind of representations have been made. 

Mr. Woop. In the interests of complete frankness, I would like to 
make one other comment on your statement, Mr. Javits. 

We realize, as the Congress does, that when we have made such a 
conditional statement of intent, such statement, although it does not 
bind the Congress, nevertheless makes it more difficult, if the objective 
is approved and generally thought to be a good one, for the Congress 
to turn it down; and we know that. We try to be as qualified, in line 
with the constitutional separation of powers, as we can be, but we 
must recognize this fact of life with which we have to deal. 

Chairman Currrrrieip. You are trying to come up to us and ask 
us to implement a program that you are agreed on. 

Mr. Woop. That is right. 

Mr. Javirs. Exactly, Mr. Chairman. I was just trying to get that 
across. We were not only voting the program but voting confidence 
in this administration which negotiated and recommended it. 

Mr. Woop. Let me make this clear, however: we have not agreed 
unqualifiedly. We always, and properly, it seems to me, put in a 
further qualification beyond the qualification that the Congress dis- 
poses in such matters. We also always say, “This is something for 
the future, and if conditions substantially change, we would reserve 
the right to change our plans.” Therefore, we do not go to a country 
and say, “Come hell or high water, if the Congress approves it, we 
are going to make some money available to you next year.” That is 
why we have always talked about these illustrative programs, Mr, 
Chairman. It is why we have always asked this committee and the 
Congress not to hold us for the future to the exact amounts of assist- 
ance we have talked about on a country-by-country basis. Conditions 
do change. 

For example, in 1951, the British situation improved so much that 
although we had told the British and stated in presenting our legisla- 
tion, that we expected, if the Congress made the necessary funds 
available, to provide them with a given amount of aid, we went to the 
British, and we agreed with them, after some discussion, that they did 
not need any more aid and we did not make that amount available to 
them. 
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Mr. Javits. I was charged by the committee with the unit job of 
this 4-year provision on the floor—I think Mr. Vorys will remember 
that, when the program first came up I think I was given that little 
assignment, so I think I can see thoroughly Mr. Vorys analysis of 
that situation. 

Mr. Vory. The question we start out with every time is this, and 
from now on let us make it easy instead of hard: We spent on infra- 
structure up to May 20, $96.3 million. Is that correct ! 

Mr. Hatapy. Yes. 

Mr. Vorys. There is appropriated but not spent, $212.7 million. I 
have subtracted $96.3 million from $309 million. Is that correct? 

Mr. Hauapy. Yes. 

Mr. Vorys. And you are asking for $180 million. Is that correct? 

Mr. Harasy. We have not discussed this $51 million which I men- 
tioned in the text of the statement and which I want to tell you about. 
This $51 million, it says on the sheet, “Add USA increments, USAF 
above common standards, 1952.” 

That has been spent under the Mutual Defense Assistance Act, sec- 
tion 521, which provides that the— 
funds made available for carrying out the provisions of title I of this act shall 


be available for United States participation in the acquisition or construction 
of facilities in foreign countries for collective defense. 


Section 521 of the Mutual Security Act of 1951 as amended. 

We have used that $51 million for two purposes. One, to take 
the basic fields that have been built under the initial slices of the infra- 
structure program and raise them to United States Air Force stand- 
ards in order that the larger United States wing—that is about 75 


planes against the British 45 or 50—can be taken care of—to put in 
place communications and electronics equipment that is peculiarly 
and critically important to our Air Force; to provide some barracks 
instead of tents and the like. 

The second purpose for which we have used this $51 million which 
has been spent is to improve the Chateauroux military depot. In that 
depot we have stocks for the United States Air Force units in Europe 
and we have equipment for our allies under the MDAP program. It is 
a mixture of a United States supply depot, and an MDAP supply 
depot. That $51 million has been spent and it is in addition to the $96 
million so when you put those two together 

Mr. Vorys. It is $147.3 million. 

Mrs. Cuurcn. I would like to know whether the $51 million was 
spent on fields built by other nations or on those fields in United States 
use. 

Mr. Hauasy. The fields that the United States is using. 

Mrs. Cuurcu. That is the increment to develop those fields. 

Mr. Hauasy. Yes, ma’am. 

Mrs. Cuurcn. I could not sit here without telling you that I think 
we either ought to spend more or get more for our money because what 
I saw was boys in tents in fields even after occupancy of these fields 
for a long time. 

With regard to Chateauroux. Mr. Halaby, I do not think I will 
ever see mud again without thinking of Chateauroux. 

Can you tell me if we have spent any part of that $51 million at 
Chateauroux, and if so why it is as it is? Do you know that the 
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mud is so bad that the commanding general had, in courtesy, to drive 
me up so I could step directly from the car into the buildings? Do 
you know we have materiel there that is out exposed to all weather? 
[ am not referring only to plane engines, because I understand these 
engines, though they are outside, are protected. 

We were told that they had to move supplies from the fields inside 
the warehouses and out for shipment by hand because they could not 
get anything on wheels in because of the mud, and our forces have been 
there 2 years. ; 

Now, I did not mean to present this indictment but you mentioned 
Chateauroux and the result is that outburst. What has happened? 
How much money has been spent at Chateauroux ? 

Mr. Vorys. $6,627,000. 

Mrs. Cuurcu. Is that right? 

Mr. Haxasy. I am a little in the mud on this one myself. This 
is a Department of the Air Force responsibility which, of course, 
comes under the Secretary of Defense. We will get you more exact 
figures. I knew I was sticking my head into a buzzsaw when I men- 
tioned Chateauroux. 

(The following statement has been submitted for inclusion in the 
record :) 

At the present time, there are some 38,000 tons of United States Air Force 
property stored in the open and some 25,000 tons under covered storage. Due 
to the excellent packing done in the United States, there has been little deteriora- 
tion. The handling of this property, however, is hampered by existing storage 
conditions. Construction has been started on 1 million square feet of ware 
housing space, a portion of which will be available by December 1953. As addi- 
tional warehousing becomes available, plans have been made to transfer sup- 
plies from open storage. 

The forthcoming construction season will allow the initiation of a complete 
construction program for operational and personnel facilities. The major part 
of this construction will become available during the period of November 1953, 
through June 1954. The primary operational and personnel structures to be 
built in this program are maintenance shops and hangars, community buildings, 
warehousing, barracks, mess halls, service club, chapel, school, hospital, laundry, 
dry-cleaning plant, and administrative buildings. In addition to the above, 
sufficient funds have been provided to build essential utilities such as sewerage, 
electrical power systems, and water and heating systems. 

It is acknowledged that the present road system at Chateauroux Air Depot is 
not all that could be desired. It has been necessary to occupy this base before 
all of the heavy construction was completed, and we do have an aviation engineer- 
ing unit located there to maintain roads. The Air Force is giving priority to 
taking care of the operational and personnel construction, and the maintenance 
of roads has been of a secondary consideration. Every effort is being made to 
have the construction of the necessary facilities and the repair of roads com- 
pleted as soon as possible. 


Mrs. Cuurcu. Do we turn over the project from MSA to the Air 
Force to develop or is this MSA money spent under MSA authority? 

Mr. Hanasy. The reason I highlighted this is that it is a mix. 
The Air Force has some public works funds which it justifies before 
the Appropriations Committees and some of those funds are being 
used to raise the NATO infrastructure fields up to Air Force 
standards. 

About half of this $51 million was used for that purpose with tho 
agreement of the Director for Mutual Security, Mr. Harriman, when 
there were not available Air Force Funds for that purpose. 

Now, there is no question about the legality of this use of the funds 
but I must confess to you I felt some uneasiness about its having 
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been done this way but in the light of the circumstances then existing 
and the choice between getting these fields up to these standards or 
waiting for another year and another appropriation cycle in which 
the Air Force justified the additional funds, it seemed to the authori- 
ties at that time that this was a wise thing to do. 

Now, the efficacy with which the money has been spent at 
Chateauroux; I am sorry to say I do not have the facts. I only know 
the purposes for which they were used. 

Mrs. Cuurcn. Do you think it has fallen between two groups trying 
to help it, MSA and the Air Force; and that if the Air Force alone 
had had responsibility, conditions might have been better ? 

Mr. Hauapy. No; we connot share the blame or the credit for this 
because this money was either appropriated directly to the Air Force 
or was allocated by MSA to us. They have no responsibility for any 
shortcomings of the bases or the Chateauroux Depot. 

Mrs. Cuurcu. You do not think if one agency only had handled it, 
we would have been better off ? 

Mr. Hatasy. In effect, one really did handle it. If we did not 
handle it well I am sure that the responsible Secretary will give you 
his apologies and will promise to do it better next time. 

Mrs. Cuurcu. It is not a question of what has been done, it is a 
question of what we are going to do, I think. 

Pardon me, Mr. Chairman. I just could not hear this $51 million 
mentioned without testifying to what I had myself seen. 

Incidentally, Mr. Halaby, I think most of the Smith subcommittee 
felt that the American troops were not well taken care of in many of 
these installations. As you know, Canada rushed in and put in pro- 
fabricated housing which we criticized; but the men are at least more 
comfortable. 

The French installation at St. Dizier was pretty magnificent. 

Mr. Zasiocki. May I make a suggestion: I have noted that when 
a question is asked—of course, we are all interested—when a question 
is asked by our colleagues, sometimes the staff has the answer or the 
answer is available from someone other than the person testifying and 
we would all like to have the answer. 

With regard to the question just made, I refer to that. Yesterday 
a question was asked that the European study committee had answered 
in their report. I think if the answer could be announced to all of 
the members so we could refer to it, we would appreciate it. We would 
like to have the answers. Mr. Vorys has a copy there and I think 
the answer to Mrs. Church’s question is there, but we do not know 
about the answer because it has not been read either into the record, 
or the source of the answer made available to the committee. 

Mrs. Cuurcn. I only wanted to be sure that Mr. Halaby knew 
the question. 

Mr. Hatasy. I only wish he knew the answer but he does not. 

I can only say this, that the report of Mr. Smith’s subcommittee is 
a best seller. We are taking it to heart and some of the problems 
that you cited have already been solved by the Secretary himself. 
Others we are working very hard on and I think it has had a v 
constructive although critical effect on the programs. We, in all 
honesty, are grateful for it and are making use of it. 

Mrs. Cuurcu. I would like to say I have never been more grateful 
than for the opportunity to take it up with you. 
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Mr. Zascockt. If there is information available I think we would 
all like to hear the answer. 

Mr. Vorys. Mr. Chairman, could I comment on Mr, Zablocki’s sug- 
vestion: We have a very able staff and they are not the kind to thrust 
themselves into the middle of the picture. 

When a member is asking a question on which they feel they have 
information, they get that information to the member and then it is 
probably up to the member, what reference he makes to the informa- 
tion received from the staff. 

On the other hand, there may be times when our staff has comments, 
on things that come up, and I feel our staff should ask permission to 
give the full committee any information or comments as they go 
along. 

I do not know how we can make any special rule. We do not want 
them interrupting all the time but on the other hand we need their 
help. 

Mr. Zasvockt. I am sure the people who are testifying would not 
mind if our staff happened to have the answer. 

You would not mind, I am sure. 

Mr. Hatasy. I would love it. 

Mr. Zasiocki. It would be most helpful to us who are here to get the 
answer immediately. 

Ll am not at all being critical but we commoners here would like 
to get the answers once in awhile. 

r. Vorys. Could I ask once more whether we can get the answer 
to the question that we started on some time ago: You spent $147.3 
million. You have appropriated and allocated or obligated or pro- 
gramed or something or other, $212.7 million. 

= Haxapy. Yes, $212.7 million is allocated, programed and obli- 
gated. 

fee Vorys. And you are going to ask for $180 million. Is that 
night 

Mr. Hauasy. That is right. 

Mr. Vorys. Thank you, very much. 

Mr. Harasy. You have appropriated $360 million; we have spent 
$147.3 million, and there is available—obligated, but unspent—$212.7 
million, and we are asking you for $180 million more. 

You have asked where we are on this thing. What have we and 
our partners received to date. 

Mrs. Ketuy. Are you not referring to the figure 533.8 and not 360? 
Our gross share grand total, common infrastructure is 3.8. 

Mr. Hatasy. Mr. Vorys and I were talking about the first three 
slices. 

Mr. Vorys. I only wanted to find out, what have you spent, what do 
you have on hand that you have not spent and that you intend to 
spend if you can hang on to it—I do not care whether you call it 
programed, allocated, or obligated. Then after we know that, the 
question is, What do you want in this bill? 

Now we have it. It only took 33 minutes. 

Mr. Lanuam. I want to ask a question there, now. You say you 
have it, but how much of it is obligated but not spent? 

Mr. Hanasy. I will give it again: 

$369 million has been appropriated. $147.3 million has been spent 
up to the 20th of May. 
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Mr. Lannam. You mean the money has been paid out for that? 

Mr. Hanasy. Yes, sir. 

Mr. Lannam. How many contracts do you have that you have not 
paid for yet? 

Mr. Vorys. That was what he was coming to. 

Mr. Hauasy. We have $212.7 million available, but unspent. 

Mr. Lanuam. Is it obligated ¢ 

Mr. Hatasy. Yes. If I could just finish, sir: 

We do not let contracts for construction under this program in 
Europe. The Europeans let the contracts and in that sense they obli- 
gate their money. We reimburse them about 40 percent of the costs 
on these common infrastructure fields. The money is obligated, it is 
programed, it is committed against millions that we know are coming 
in for reimbursement from these European governments who have 
obligated and spent their money. 

Mr, Lanuam. Then I want to know, how much they have obligated ? 
Those bills you are expecting to come in. Not that they have pro- 
gramed, but that they have already obligated and entered into con- 
tracts for? 

We are totally at sea unless we know that. 

Mr. Vorys is getting something there into his head that is going 
to be misleading unless you clear that up. 

Mr. Vorys is going to say, “Well, they have this much now to spend 
and they do not need some of this money.” 

Now, I want to know how much they have obligated. 

I see what Mr. Vorys is after and to get him straight and ourselves, 
too, we have to know that. 


Mr. Hatasy. I can give you the short answer to that. 

We do not know exactly how many contracts they have let all to- 
ether. The long answer is here on the first table of my statement, sir. 

(A chart was shown entitled “Infrastructure Expenditures Control 
System” as follows :) 


oO 
> 


INFRASTRUCTURE EXPENDITURES ConTROL SYSTEM 


1. Subordinate commanders, in consultation with host nations, submit costed 
requirements to supreme commanders. 

2. Supreme commanders screen, coordinate, consolidate requirements and 
submit to standing group. 

3. Standing group reviews programs as to military necessity and forwards mil- 
itarily approved programs to the North Atlantic Council. 

4, North Atlantic Council screens programs to insure the most economic use of 
funds available, including a review of cost estimates, as well as technical factors. 

5. North Atlantic Council agrees to execution annual program, within limits of 
financial resources agreed by nations. 

6. Nations may not commit funds until authorized by council agency on basis 
detailed engineered project costs submitted by nations. 

7. Council agency monitors costs to insure expenditures are within ceilings 
established. 

8. Nations submit requests for reimbursement against work authorized and 
satisfactorily accomplished to NATO standards; payments made in accord finan- 
cial agreements. 

9. Infrastructure accounts are audited by board of auditors. 


Mr. Hatasy. We give you nine steps on this common infrastruc- 
ture job. 

I do not know whether I should go into it or not, but it is right 
there in nine steps, all of them not easy. 
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Mr. Vorys. Is this $212.7 million that is appropriated but unspent, 
is that in the obligation column, or in the unobligated column in the 
totals that have been given ? 

Mr. Hauasy. In the technical GAO sense, it is; in the sense you are 
using it, it is committed to a program and is available and about to 
be spent—yes, sir, it is obligated in that sense. 

Mr. Vorys. Does this $212.7 million appear in the totals of unobli- 
gated or obligated funds in the overall figures that have been given to 
us? 

Mr. Haxasy. I would want a chance to double check, but it is my 
understanding, sir, that it is in the obligated column. 

(The information referred to is as follows :) 

The funds available for infrastructure appear in the obligated column in the 
totals submitted by the executive branch. $147.3 million has been spent and 


$212.7 is obligated ; these amounts total $360 million, which has been made avail- 
able for infrastructure. 

Mr. Lanuam. Mr. Halaby, you said in answer to my question, that 
the short answer was that you did not know. 

Can you find that out? Is it possible ! 

Mr. Haxasy. Let me explain why it may not be possible. 

Part of this difficulty arises out of the fact that we have not gone 
right through this presentation, but let me show you the status of the 
programs if I may next, sir. 

(A chart was shown entitled “Status of Infrastructure Programs,” 
as follows :) 


STATUS OF INFRASTRUCTURE PROGRAMS 


SLICES I THROUGH IV PROVIDE FACILITIES FOR FORCES EXPECTED TO BE IN BEING 
BY END 1954 
More than 125 airfields programed: 
X usable in emergency now. 
X usable in emergency by end 1953. 
All completed by end 1954, 
Jet fuel pipelines and storage tanks: 
$90 million financing agreed in April 1953. 
Construction to be under way during summer 1954. 
Signals: 
X projects to be completed by end 1953. 
X projects to be completed by end 1954 or early 1955. 

Mr. Haxasy. The slices 1, through 3, plus what we are asking for 
this time, provide for these items. ‘This is what we and our allies are 
going to get: 

We are going to get over 125 airfields and right now many of them 
are far enough along to be used in an emergency. 

More will be usable in an emergency by the end of 1953 and all of 
them will be completed in about 18 months. 

Mr. Fuuron. On that point, who owns those airfields? Are not 
some of them privately owned and are not we building up a very fine 
group of private airfields that will be enriching individuals rather 
than having such as permanent facilities for these countries? 

Mr. Hatazsy. We do not provide land or utilities and we do not 
hold any fee-simple title to any real estate. 

The host government owns them. 
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Mr. Fuuton. I could directly contradict that because I know at the 
airfield at Bonn, the man who owns the airfield that is being developed 
with our money. There are concrete runways being put down and a 
beautiful international private airport being built without our having 
any title or any long-term agreements as to landing fees. 

Mr. Hatasy. That does not come within this program. 

Mr. Fuuron. I believe it does. 

Mr. Hatasy. The airport at Bonn does not have anything to do with 
this program. 

Mr. Fuuron. Well, the British jets are landing there, so it is being 
used by mutual security recipient countries. 

Mr. Haany. I do not know exactly who is building it but it is my 
best guess that the Germans are building it. 

If we have contributed in any way to it, it would be in the use of 
Reichsmark counterpart of defense support in the past years. 

Mr. Vorys. You have mentioned certain fields that are in Germany. 

Mr. Haxasy. These are military fields. 

Mr. Furron. The Bonn Airport is certainly a military airport at 
this time because I have seen the British jets using it fully. 

The point of my question is, I am giving you one specific instance 
where there is a large private airfield being developed fully and 
modernly without our owning it, without the recipient government 
owning it, and we have probably no long-time agreements for its use, 
nor any restriction on the charging of fees for landing there. 

Mr. Haxrasy. Could we get off Bonn for a minute and get on one 
of these common NATO infrastructure fields, and I will ask Mr. 
Ernst to tell you the arrangements with respect to the questions you 
have raised ? 

Mr. Fuuron. If you will just tell me if there are others in this 
program of that type. If so, I would like to know it. 

Mr. Ernst. I do not know that there are. There are none of that 
nature in the program, sir. 

Mr. Fuurton. I wish you would write me a letter assuring me of 
that. 

Mr. Ernst. The conditions under which the NATO fields are owned 
and operated are, as I think has been indicated: We do not pay any 
cost of the land and that gives the host or constructing nation a very 
good claim to ownership. 

Mr. Fuuron. Will you explain that? I do not understand that. 

Mr. Ernst. The host nations provide the land free of cost. The 
cost-sharing among the NATO nations provides the facilities that 
you put on top of the land—the runway, the hangar, the hard stands, 
and so on. 

Mr. Furton. Then you state as a fact that in every one of the air- 
perts under the infrastructure program that the host nation—not 
a private individual—owns the land ¢ 

Mr. Ernst. There may be arrangements the details of which I am 
not aware, where a host nation has entered into a contract with a 
private individual who owns the land. 

That is very often the case in France because they have had a very 
difficult procedure of land condemnation and eminent domain pro- 
ceedings in order to acquire some of the very valuable farmland. 

Mr. Fuuron. Then we come in and we build the improvements 
on land that even the recipient government does not own and 
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without any restraint on the later charging of landing fees or, even 
for a long period of time the leasing of the land. 

Mr. Ernst. That is not quite correct, sir. 

Mr. Furron. It is the question, I am asking. 

Mr. Ernst. We have in NATO the exclusive use, if NATO so 
desires, of the fields which we are building for NATO military forces. 

The units of any air force under General Ridgway’s command. 

Mr. Fourron. But for how long? 

Mr. Ernst. That is for the duration of the North Atlantic Treaty, 
or such other period as might be determined by the treaty partners. 

We also have in our agreements a specific provision that covers 
what we call the residual value and in some cases the residual value 
will be very great. 

Not so much on airfields, but signals, the telecommunications pro)- 
ect. The jet fuel storage. 

Mr. Fouuron. What residual value might we probably be giving to 
private persons as distinguished from recipient governments? Also 
what precaution is being ‘taken on keeping our rights i in these so that 
we are not later charged landing fees and license fees for the use of 
our own equipment, just as we were in France, charged taxes under 
certain programs ¢ 

Mr. Ernst. To the best of my knowledge we are not subject to any 
licensing or landing fees on any of the airfields which are included 
in the NATO infrastructure program. 

Mr. Fouron. I would rather have you look it up to take “to the 
best of my knowledge” out of it. 

When a witness states that to me, that restricts it to his own knowl- 
edge and says he personally does not have any knowledge of it. I 
would like that covered definitely in these hearings. 

Mr. Hanary. Let us get for the record, a confirmed statement with 
respect to taxes; with respect to whether there are any privately owned 
fields in this program; what provision is made against the land and the 
facilities constructed with this money reverting to any private owner, 
and we will have that for you just as soon as possible. 

Mr. Zantocki. And there are the fees. 

Mr. Haxasy. And whether or not we are protected against paying 
landing fees. 

(The information requested is as follows :) 


1. OWNERSHIP OF AND RIGHT TO USE NATO AIRFIELDS 


The agreements between the NATO countries which provide for the planning, 
developing, financing, and control of the complex of NATO airfields in Western 
Europe provide explicitly that the host government shall provide the land and 
the utilities. Thus, with respect to all NATO airfields built, for instance, in 
France, the French Government undertakes to make available all necessary land 
areas and utilities. This is in addition to the French share of the total financial 
burden over and above the cost of acquiring land. In the great majority of 
eases, the host government either has title or takes title to the land involved, 
either through purchase in the open market or through eminent domain pro- 
ceedings. However, the host government could acquire the land on a different 
basis. If it did so, and if, in a particular case, some legal defect arose out of 
the arrangement between the host government and the owner, it would be the 
responsibility of the host government to remedy that defect, through eminent 
domain proceedings or otherwise. 

SACEUR, now General Ridgway and soon to be General Gruenther, has con- 
trol of the use of the NATO airfields. He has assigned a certain number of these 
airfields to the sole use of the United States Air Force. These fields and the 
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other NATO fields insofar as tactical requirements dictate, will be available to 
United States Air Forces, for the duration of the North Atlantic Treaty, or 
until the partners to the North Atlantic Treaty, by unanimous agreement, i. e. 
with United States consent, decide to dispose of them. 

With regard to landing fees, the NATO air units under General Ridgway’s 
command have the complete right to use, land, and take off from all the fields in 
the NATO infrastructure program. No fees or licenses are required. Where work, 
services, or other activities are undertaken on United States request, normal 
charges are paid; such as the cost of fuel taken on, etc. In cases where United 
States military aircraft are required to use commercial airfields, they are 
subject to the general reguations of the foreign nations civil aeronautic author- 
ities; however, in many instances bilateral air transit agreements provide re- 
lief from charges for landing, etc. 


2. RESIDUAL VALUE 


The NATO agreements which provide for the development, financing, and 
use of the NATO airfields explicitly state that the residual value of the fields 
and other facilities will be negotiated when the fields and facilities are no 
longer to be devoted to North Atlantic Treaty purposes. That means that 
the United States will have a right to receive the proceeds from the disposition 
of these facilities in proportion to the amount which the United States has 
contributed toward their construction. In some cases, it is true, the residual 
value will be small or nil, for large airfields in the rural sections of France 
may well have very little commercial value. This is inevitable since they are 
being built for the defense of the west, not for commercial purposes. Mowever, 
some facilities such as signals and other communications facilities may well 
have significant value when and if they can be devoted to nonmilitary uses. In 
this case the United States will by agreement receive its fair share of their 
commercial value. This value must, of course, be determined at the time of 
the disposition of the facilities; it could not possibly be negotiated and set in 
advance. 


3. TAXES ON UNITED STATES COMMON DEFENSE EXPENDITURES IN THE NATO COUNTRIES 


There are now in effect bilateral tax relief agreements between the United 
States and all European NATO countries except Turkey, and in Turkey negotia- 
tions for a tax agreement are under way. The background and the facts 
involved in the question of European taxes on United States common defense 
expenditures in Europe are as follows: 

The problem of the effect of tax systems of other countries on United States 
expenditures abroad in connection with the common defense is a relatively new 
one. Expenditures of this nature did not occur in any real volume prior to 1950. 
Since that time, however, expenditures have increased rapidly in the areas of 
(1) offshore procurement under the Mutual Security Act, (2) development of 
installations including air and naval bases, Army lines of communications and 
supply centers, and (3) general maintenance and support of troops deployed 
specifically for the defense of Western Europe rather than for occupation 
purposes. 

As these expenditures increased, the tax problem became a serious one, 
and the Departments of State and Defense agreed that steps to obtain relief 
should be taken immediately.. Congress enacted section 521 of the Mutual 
Security Act of 1951 which provides that no mutual security funds allocated 
to construction purposes shall be used for the payment of foreign taxes. To 
implement this section, the executive departments concerned (State, Defense, 
Treasury, and MSA), first decided to apply the section to any payment of those 
foreign taxes which would be readily identifiable, and they further decided that 
bilateral tax relief arrangments would be negotiated to cover not only the con- 
struction referred to in section 521, but also all expenditures relating to common 
defense. A tax team was dispatched to Europe to negotiate these arrangements 
and by the spring of 1952 tax-relief arrangements had been successfully con- 
cluded with all of the European countries then members of NATO. Since that 
time equally favorable tax-relief agreements have been entered into with Portugal 
and with Greece and, as indicated above, tax negotiations are now under way 
in Turkey. 

These tax arrangements provide relief where applicable from (1) import 
and export taxes, (2) transaction, production, and turnover taxes, including 
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such taxes on identifiable back stages of commercial transactions, (3) registra- 
tion of contract taxes, and (4) local taxes. 

Real-estate and income taxes on foreign businesses, even though they affect 
the cost of products and services financed by the United States, were excluded 
from the negotiations as too indirect in their application. In certain cases some 
taxes were disregarded on the de minimis principle. 

The tax relief obtained varies from roughly one-half of 1 percent on expen- 
ditures in countries like Denmark to 12 or 13 percent, on the average, in France. 
There are day-to-day problems which arise in connection with interpretation 
of the scope and effect of these agreements, and in connection with their imple- 
mentation, which are being met on a case-by-case basis. 

Mr. Fuuron. When you say certain fields are constructed already 
with counterpart funds, in which we have participated, and make a 
suggestion that at Bonn, that is how that field was constructed, it does 
become a question for me whether we are fairly dealing with the pri- 
vate individuals and also fairly dealing with our Government because 
the Government certainly should have the protection and the good 
facilities we are building there; good buildings, fine signal systems, 
fine runways. 

Mr. Hatasy. We will look into the Bonn situation and we will find 
out whether in fact any United States support was provided, and, if so, 
whether, despite that, we are being charged fees for it. 

Mr. Furron. My question is general and does not go to a particular 
airport. 

I only cited that against the blanket statement that this is not occur- 
ring. I feel that it is. 

Chairman Cutrerrretp. Mrs, Kelly—— 

Mrs. Key. I would like to ask one more question in line with Mr. 
Fulton’s questioning : 

In regard to Air France, will we have, or have we, any agreement 
to use their fields at any time? 

I understand that the fields that have been selected are second-rate 
fields. They are not usually very valuable land in the north of France. 
It is my understanding that the fields that have been selected were 
inferior. 

Mr. Fuiron. We should know, in addition to the facilities which we 
directly control or lease, what other facilities might be available that 
in time of emergency we will need to avoid in advance the threat of 
having holdup prices put on them by private individuals. 

We will have no right of eminent domain. They are in a foreign 
country and probably owned by private interests. 

Mrs. Ketxy. I raised the question on inferior fields. Is it impossi- 
ble to improve that field? 

Mrs. Cuurcu. Would you not like to tell about the plan for alter- 
nate fields which are also under construction. 

Mr. Haxuasy. We are sort of wading through this mud very slowly, 
Mrs. Church. 

If I could go back to this, and get on this point—I was answering 
Mr. Lanham’s question a moment ago, and we got down to the airfields. 

In addition, there are the jet-fuel pipelines and the storage tanks 
as you see it on this chart entitled “Status of Infrastructure Pro- 
grams”—and we have the signals projects. 

It is difficult for us to say how many contracts have been let and 
how much money has been obligated by these foreign governments 
against these projects since there are several hundred items involved. 
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This procedure I referred to a moment ago, Mr. Lanham, we be- 
lieve, if it is not foolproof, it is certainly a nine-point check system to 
see that we get our money’s worth. 

To get over to Mrs. Church’s question, could we show you a map? 

Mrs. Cuurcnu. I thought it might answer the question of Mr. Fulton 
about the alternative fields. 

Mr. Hauasy. If I could return a question with a question, I have 
read your very good report, and I did not remember any criticism of 
the inferiority of any fields that we are financing. 

Since you have been there since I have, I would like to know of any 
alleged inferiority. 

Mrs. Cuurcu. I think the report refers to the dip in the Belgian 
airfields where you could not see over the hump in the runway. 

Mr. Haxasy. If you would, Mr. Ernst, just explain that. 

(A classified map was shown entitled “NATO Air Bases and Fuel 
Gemaie Facilities.”) 

Mr. Ernst. This shows what we are building with the money that 
has been made available and with what we hope will be made available. 

The red indicators are airfields and the blue squares are jet fuel stor- 
age tanks and the blue lines are the pipelines system which is to pro- 
vide the all-vital supply of jet fuel to the aireraft which will be op- 
erating in the event of an emergency under General Ridgway’s and 
General Norstad’s commands, both United States and Allied Air 
Forces. 

You can see this heavy concentration in this inset, and in the area 
which the Smith subcommittee visited. You can see the number of 
fields in this area. 

The selection of the fields is made by General Ridgway and his 
staff. It is his responsibility to determine where he wants to put. his 
forces to best meet the enemy. 

I believe he went into this problem with the committee the other 
day. The deployment, the location of these fields is his determination. 
He has, of course, had to utilize to the maximum existing facilities in 
the area, which has saved us a great deal of money. 

I think the Belgian field that you visited was one of the fields which 
he had picked up from the previous program that has been conducted 
by the Brussels treaty countries. 

I am sorry about the scale. It is awfully difficult to crowd it all on. 

You can see the basic structure of the air defense, a system which 
will permit us to get our aircraft in the air and meet the enemy over 
enemy territory. 

Of the airfields, about half are so-called main airfields where units 
may be based and stationed and operated in times of peace. 

The others are alternate landing strips. Just a stripped down run- 
way, with minimum communications and so forth. They can be used 
by all of the NATO forces under General Ridgway’s command. 

Mr. Lanuam. Can those alternate fields all be used by the heavy jet 
planes ¢ 

Mr. Ernst. All these fields are designed to handle the modern jets 
such as those which have been discussed in the last 2 or 3 days with 
regard to offshore procurement. 

Mr. Vorys. I do not see any in England. 

Mr. Ernst. The English are providing airdromes in England for 
certain of their units which are assigned to General Ridgway. They 
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referred not to participate in a common program with regard to these. 
‘hey already had, of course, a great number of airfields. 

In addition, the airfields that we are using in England are agreed 
to with the British on a bilateral basis. 

(Discussion off the record.) 

Mr. Vorys. Now about Morocco, is the same thing true there? 

Mr. Ernst. We have the air bases in the Moroccan area which are 
a bilateral, United States responsibility. 

There will be, providing action is favorable with the Congress this 
year, sir, we would propose to build some naval air facilities. 

( Discussion off the record. ) 

Mrs. Cuurcu. Would that come in under the Armed Services Com- 
mittee ? 

Mr. Ernst. For the bases in Morocco? 

Mrs. Cuurcu. And in Britain. 

Mr. Ernst. Yes. 

Mrs. Cuurcu. And the naval installations ? 

Mr. Ernst. No, these are to be NATO infrastructure installations. 

Mr. Hauasy. The British have made a substantial contribution to 
the NATO infrastructure on the continent. 

Mr. Ernst. The British contribution is shown on this chart. 

Mr. Furron. May I comment on those new bases ? 

Why do you not use the bases already at Rhodes, Malta, Cyprus, 
Salerno, and on some of those other islands that now exist? 

Why are you building new bases down on the north African lateral ? 

Mr. Ernst. The base on Malta will be used by Admiral Mount- 
batten’s headquarters. He has the Mediterranean Allied Force Com- 
mand under General Ridgway. 

There is a base in Cyprus and the reason why General Ridgway and 
his subordinates made the determination not to use the field at Rhodes, 
or at any other location, is something that I cannot answer, sir. 

Mr. Futron. How about Majorca / 

Mr. Haxasy. I do not think there is even a modern cement runway 
there. 

It is quite beat up, I understand. 

Mr. Ernst. General Ridgway’s competence and ability to propose 
action is really limited to the NATO area and Spain is not a member. 

We are attempting, as you are also aware of, | am sure, to work out 
arrangements with Spain. 

Mr. Fuvron. I am trying to prevent overlapping of bases or build- 
ing unnecessary ones just to keep the program strictly within NATO. 

General Ridgway, when he sat here, specifically restricted his obli- 
gations to the NATO countries, 

When you are looking at the whole area and integrating the pro 
gram, with our trying to integrate Spain within the program, it may 
become needless to have extra bases which are naval bases on the north 
African shore when we have a whole string of bases available to us 
at Barcelona, Majorca, Cyprus, Rhodes, and so forth. 

Mr. Ernst, I agree with you, sir, and when the specific programs 
are submitted by General Ridgway and Admiral McCormick—because 
there is a small amount of this program for Supreme Allied Com- 
mander, Atlantic—such bases would be screened out under the pro- 
cedure which we have set up. 
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Just to give you an example of what happens to these programs, 
General Ridgway’s subordinate commander submitted the fourth- 
slice program and it amounted to, I think, about $1.4 billion and 
General Ridgway cut it down initially to about $800 million and then 
he cut it to $600 million. 

When it finally got through the North Atlantic Council, it was 
$406 million. There will be further screening as each one of the 
specific projects for an airbase, a signal project, a jet-fuel dump come 
up, they will be scrutinized and reviewed by a committee on which we 
sit and upon which we have one vote and also a veto. 

I could not agree with your point more, sir, that we will screen 
out bases where we possibly can afford to avoid any overlap and 
duplication. 

Mr. Fuuron. So there is no local community interest. protected in 
certain nations by maintaining old-fashioned bases just as happens 
in our country when many localities require us to keep Army posts in 
order to fight Indians? 

Mr. Ernst. We will try to avoid local pride, sir. It is not always 
100 percent easy. 

Chairman Currerrie.p. May I make a suggestion? We are going 
to meet again at 2:30. It is now 12:45. 

Mr. Halaby wants to read a letter into the record from the Secre- 
tary of Defense and I believe if we are going to have any time to get 
into our offices at all, we should adjourn after he puts the letter into 
the record and then meet at 2:30. Then we can follow up, on any 
questioning that you wish. 

Mr. Haxany. We will spend as long as you wish with this, but on 
the assumption that you do want to finish up today, I just wanted to 
bring this thing up to.date. 

As you know, General Eisenhower and General Gruenther were in 
at the beginning of this program and at the end of General Eisen- 
hower’s First Annual Report back in April of 1952, he made such state- 
ments as, “Of the various military requirements, airfields were by 
far the most critical,” “A vast amount of new construction is needed 
to accommodate the air power necessary to the defense of the West,” 
and since a new administration has come in, I felt that it would be 
useful to this committee to know the views of at least one member. 

Mr. Wilson has written a letter to the chairman of this committee 
which Mr. Chiperfield has asked me to read into the record. 

It is a letter from the Secretary of Defense, Hon. Charles E. Wilson, 
and it is dated May 14, 1953. 

To the Honorable Ropert CHIPERFIELD, 
Chairman, House Foreign Affairs Committee. 


Dear Mr. CHIPeRFIELD: During my recent trip to Burope, I saw many military 
units under General Ridgway’s NATO Command. I was impressed with the 
spirit with which they embark on the training to make them battle-worthy. Part 
of their combat potential stems from the availability of adequate operational 
facilities. I visited many installations which are included in the NATO in- 
frastructure program and am convinced of the need to carry this program to a 
successful conclusion. What has been done to date in providing airfields, tele- 
communications and other vital facilities has been good, but not enough. The 
additional infrastructure programs agreed to by the North Atlantic Council, when 
completed, will assure our forces and all the forces under General Ridgway’s 
and Admiral McCormick’s command of the facilities they will need over a long 
haul for the effective performance of their combat missions. I firmly support 
the NATO infrastructure progran). 
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During the course of my brief testimony before your committee last week, 
it was not possible to cover all items of the program in which the Department 
of Defense is interested. In particular, I want to make clear to your committee 
my belief that it is essential for the United States to continue to participate in 
the financing of infrastructure. I have reviewed the proposed fiscal year 1954 
Mutual Security program and because of the extraordinary importance of pro- 
viding an adequate network of bases, strongly urge that the committee give 
favorable consideration to the use of funds requested in the fiscal year 1954 
Mutual Security legislation for infrastructure. 

Sincerely yours, 
CHarLes EF. WILSON. 

Chairman Cuiverrieitp. Now, does the committee want additional 
testimony on this infrastructure this afternoon ¢ 

Do you want the same witnesses to come back or shall we start with 
the NATO answers that you requested last Friday? 

Mrs. Cuurcn. Mr. Chairman, before you adjourn may I ask a ques- 
tion after this decision is made? 

Chairman Curtrerrrevp. Yes. 

If there is no further quesioning on infrastructure—— 

Mr. Fuuron. Could I ask that the quesions that I have asked on 
airfields be broadened to other facilities of infrastructure, as to owner- 
ship, licenses and rights to use? 

Mr. Haxasy. Yes. 

Mrs. Cuurcn. I think there is a slight discrepancy in the testimony 
on this bill under current discussion. 

Mr. Wilson said in a very friendly offhand way, that the pipeline 
difficulty with France had been “ironed out.” 

Last week General Ridgway testified that that pipeline was not 
yet. under contract. 

Now what is the expectation of getting it? 

Mr. Haxasy. It is a question of time. Mr. Wilson said it had been 
ironed out and he meant all the major obstacles to the signature on the 
contract had been moved. 

General Ridgway means that the contract had not actually been 
signed, but it was ready. 

Mrs. Cuurcn. I was sure there was a reason for the seeming dis- 
crepancy, but I thought it should be cleared up. 

Mr. Vorys. I think we ought to finish with this infrastructure. 
They have not had a chance to tell it the way they want to yet. 

Chairman CutrerFteLp. We can proceed for a while. 

Mr. Vorrs. I do not think you can polish this off now. 

Chairman Currerrtecp. I think we had better come back at 2: 30. 

(Whereupon, at 12:50, the committee adjourned to reconvene at 
2:30 p. m., the same day.) 


AFTERNOON SESSION 


Chairman CutrerrieLp. The committee will come to order. 

Mr. Vorys. Mr. Chairman, I suggest that this afternoon we let the 
witness finish his statement before questions and then proceed in order, 
in order to avoid having certain of us so-called senior members take 
too much time, I would be very happy if the Chairman would care to 
start the questions at the other end of the table, but in any case, I sug- 
gest we have the witness finish his statement before questions. 
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Chairman Cuirerrie.p. I think that would expedite matters a great 
deal and I think we will have to follow that practice if we are going to 
get through with this bill. 

With the committee’s permission, I will get a little tough. I do not 
fee] that way toward any member, but I think we have to get this 
thing going if we are going to get through. 

Mr. Halaby, you may proceed. 


FURTHER STATEMENT OF HON. N. E. HALABY, DEPUTY ASSISTANT 
SECRETARY OF DEFENSE 


Mr. Haxasy. I will not bore you by reading the statement but I will 
jump right to the charts I have given you. 

(A classified chart was shown entitled “NATO infrastructure— 
Military Construction.”) 

Mr. Hauasy. The definition of what this infrastructure is, the one I 
like best, is “military public works.” It includes airfields, telecom- 
munications, war headquarters, jet fuel storage and pipelines, naval 
bases, and radar: 

The major portion of it is for airfield and jet fuel facilities. You 
can see what the total is. The first slice was W airfields, the second, 
X airfields, the third, Y airfields, and the fourth, Z airfields, for a total 
of over 125 new airfields. 

That, by the way, together with these numbers, constitutes the only 
reason for classifying this chart and if the committee wishes, we will 
declassify the chart simply by saying “more than 100 new airfields” 
and leave these figures blank and those figures blank. 

Chairman Cureerrietp. That will be good. 

Mr. Hauasy. I think the rest of the chart is obvious. 

We pointed out this morning that there is partnership financing, and 
we have now gotten the specific approval of the other partners to 
divulge to you in an unclassified paper, their percentages, as you 
requested. 

(A table was shown entitled “Summary of infrastructure contribu- 
tions and percentages by country, by slice (in millions of dollars) 
based on September 30, 1952, cost estimates as follows :) 
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Chairman CurrerrteLp. You do not think the Russians do not know 
about those airfields, do you ? 

Mr. Hatany. If we told them personally, it would constitute official 
confirmation, and they would be very grateful. 

How far along we are, is another matter of importance. 

As you can see, the proportions, here, we have indicated the effect 
of tax relief and tax remission, and with that our proportion falls 
below the average of around 41 percent, to an average of around 37 
percent. 

Chairman Curerrrievp. I notice that I was the first violator of the 
rule. 

(A chart was shown entitled “Status of infrastructure programs” 
(see p. 521).) 

Mr. Hatasy. We pointed out this morning that many of the more 
than 125 airfields are usable in emergency now; more will be so usable 
at the end of 1953 and we hope could complete all by the end of 1954. 

Mr. Hanasy. I think this is worth looking through for a second. 

(A chart was shown entitled “Infrastructure expenditures control 
system (see p. 520).) 

Mr. Hatapy. We start out here with the responsible commanders. 

General Eisenhower, followed by Generals Ridgway and Gruenther, 
that is the Supreme Allied Command in Europe, he gets together with 
the member forces and submits cost requirements—these commanders 
submit cost requirements to SACEUR and SACLANT, the Supreme 
Allied Commander, Europe, and the Supreme Allied Commander, 
Atlantic. 

They have the problem of telling the subordinate commanders why 
they cannot have what they asked for. 

They eliminate any overlap that may be in the contiguous areas. 
They consolidate these requirements and as Mr. Ernst told you this 
morning, they shrink them down. 

I think in one case Mr. Ernst showed $1.4 billion which shrank 
quickly down to something over $400 million: 

From there it goes to the standing group here in Washington which 
is the steering committee, so to speak, of NATO, and they review these 
programs from the overall NATO point of view and after they screen 
them they submit it to the political level or the political authority of 
NATO. 

Then the council in step 4, here they go through it again from what 
you might say the comptroller-bureau of the budget-ministerial point 
of view. 

They review the cost estimates as well as the technical factors and 
they have some rather experienced technical advisers—some from our 
own construction and telephone and telegraph agencies, and from com- 
panies like the Shell Oil, and I think A. T. & T. has a man, or that we 
owe had a man from A. T. & T. looking these things over. 

After the council screening, they agree to one of these slices, which 
isan annual program. Unless the money is right at hand already ap- 
propriated by their parliaments, they do not undertake an uncondi- 
tional commitment. They say, “We agree that this is required, we 
agree to go to our parliaments and attempt to get the money.” 

Now in step 6, here, they do not immediately sign a check or dis- 
burse funds to NATO. The nations do not commit any funds until 
authorized by the council infrastructure agency on the basis of the de- 
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tailed and engineered project, costed out and submitted by the nation 
where the construction is going to take place. 

Then as the construction begins, the contract having been let by 
the host government, the agency monitors the cost to insure that the 
expenditures are within the authorized ceiling. 

Now when the work is satisfactorily accomplished, the government 
of the country where the base or the facility is being built certifies to 
this NATO agency that standards have been met, the payments are 
in accord with financial agreements and technical specifications, and 
at that point, the United States pays its share by disbursement 
through the United States Army finance officer in Paris and that be- 
comes an expenditure. 

Afterward, these infrastructure accounts are audited by a board of 
auditors of all the contributing nations. 

Now there is a special sanction in here and that is that everyone 
is looking down everyone else’s throat. There is a common exam- 
ination and audit of the books. 

(A chart was referred to entitled “Infrastructure Financing (In 
Millions)”.) (See p. 510.) 

Mr. Harasy. One of the tables in front of you is an attempt to 
get the total picture before you. We have shown the United States 
share twice because this is gross and this is after we apply all the 
tax relief that we negotiated with these countries to obtain. 

I made a special explanation of this $51 million as a kind of gray 
area portion because in this $51 million, about half of it was used to 
bring the fields on which our squadrons are based, up to United States 
Air Force standards, and about half of it was used to improve the 
combination USAF-MDAP Depot at Chateauroux. 

This shows the money that Congress has appropriated, and this 
shows the unfinanced or unfunded amount that we require for the 
fourth slice and that is $160.9 million, and $20 million due to under- 
estimating the cost of the third slice, for a total of $180 million that 
the President has requested. 

A chart was referred to entitled “Estimated Infrastructure Pay- 
ments.” (See p. 510.) 

Mr. Hataspy. This shows the payments Mr. Vorys was asking 
about this morning. 

“Actually spent, $330 million.” 

That is the total for all countries, of which we spent up to May 
20, the total United States expenditures were $147.3 million. That 
was for the first three slices. 

Here we have combined all four slices plus that which we hope you 
will finance this year and we show how that will be expended in ac- 
cordance with our best estimates of what the expenditures will be. 

(A chart was shown entitled “The Fourth Slice Provides,” as 
follows :) 


ATRBASES AND Jet Furr SToraGe AND PIPELINES 


Naval facilties. 

Telecommunications. 

Radar installations. 

Radio navigational aids. 

Combined land and air training facilities. 
War headquarters. 
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Mr. Harazy. Now what do we and the other countries get for the 
fourth slice? 

For that contribution we and those who contribute the other 60 
percent, the other NATO partners, would get all of these installations. 

I think General Ridgway made pretty clear to you how important 
he regarded these installations and before that Generals Gruenther 
and Eisenhower had indicated how crucially important they thought 
these things were: 

This is just the fourth slice. This is just the new stuff, if we go ahead 
as we hope to. 

(A classified chart was shown entitled, “Illustrative Final Infra- 
structure Slice.) 

Mr. Hatasy. Sometimes the question is asked, “Are you just build- 
ing a lot of public works without any relation to the forces that are 
going to be in being to use them, or are you trying to keep some bal- 
ance between facilities and forces and funds?” 

The answer is that we are very much concerned with that and are 
trying to keep a balance. These facilities are designed to support 
the forces that we realistically expect to be in being at the end of 
1954. 

General Stewart and the other witnesses will go into those forces 
with you very shortly. 

. oT shows the future beyond the fourth slice. The rest of the 
oaf. 

This was discussed with you about 2 months ago by my boss, Assist- 
ant Secretary Nash, and I believe it has been discussed in less detail 
with you by Mr. Wood, in consultations that he has had with various 
members in the last several weeks. 

This is highly illustrative. 

The program is illustrative and tentative because the facilities have 
not been engineered out. We have had to give it to you by regions 
instead of giving it to you by country. The reason is simply that the 
specific projects have not been assigned specifically to countries yet. 

Is there anything else on that one, Mr. Ernst? 

Mr. Ernst. I might say that this program was put together by 
General Ridgway and Admiral McCormick in order to provide the 
North Atlantic Council with a factual basis upon which to consider 
the proposal which has been laid before the Council in December 
that there be achieved a better means for financing infrastructure 
than that which had pertained in the past. 

The previous agreements had been reached on a crash, last-minute, 
ad hoc basis, which was exceedingly unsatisfactory. It was almost 
like passing the hat around the table. 

It was found that many of the countries would like to contribute 
more to infrastructure, but they did not know about it ahead of 
time and their budgets were completely programed out for the next 

ear. 
% They said, “If you can give us some notice in the future of what is 
involved, we will be in a better position to intelligently plan the 
future requirements.” 

The only thing I can say about this $700 ities Pease is that 
that is a program that you would apply the words, “Up to $700 
million,” to and only such portions of the $700 million as can in fact 
be justified by the military commanders through the nine steps that 
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Mr. Halaby enumerated—only that portion which can be justified 
in relation to forces in being by the end of December 1956, only that 
would be authorized by the Council were the funds to be available in 
the next year or so. 

It is not an automatic program. There is to be a good deal of 
justification by the users before they get their hands on any of it. 

Chairman Cutrerrretp. Have you completed your statement ! 

Mr. Hatapy. Yes, sir. I just wanted to thank you again for the 
helpfulness of this special study mission that you sent; Mr. Smith, 
Mr. Prouty, Mr. Morano, Mrs. Church, and Mr. Harrison, because it 
has helped us in several ways. 

In the first place, it kept the pressure on us to correct things that 
were not just right and, in the second place, it has given us some new 
ideas and we like to cooperate in that way and we have gotten a lot 
of constructive use out of it. 

Chairman Currerriecp. Mr. Bentley 

Mr. Bentiey. Thank you, Mr. Chairman. 

I hope these questions were not asked this morning when I was 
unable to be here. 

Mr. Halaby, on the question of airfields for example, who deals 
directly with the original owner of the land when it is decided to 
purchase an airfield ? 

Mr. Hatasy. The host government. The government of the coun- 
try in which the airfield has been selected by the subordinate com- 
manders and concurred in by the supreme commanders. 

It undertakes to make the real estate, utilities available and to make 
the other legal and property arrangements. 

Mr. Bentiey. As far as the price paid to the original owner is 
concerned, do we have any review of that or is that a matter entirely 
left up to the determination of the host country ? 

Mr. Hauapsy. The host country has to foot the bill for the real 
estate and utilities. That does not go into NATO common infrastruc- 
ture financing. They pay that and in that respect their contribution 
is increased by the amount that they have to pay for the real estate and 
the utilities. 

Mr. Bentiey. I might say that I read and have been reading for 
some time in the past of the resistance of the local people or the 
farmers in France in having to turn over their land to this particular 
use. 

Does that come up? 

Mr. Hauasy. It certainly does, sir, and in a country like the Nether- 
lands where there is very, very little land not under water or culti- 
vated or built up, it is a very serious problem. 

Mr. Benttey. Is there any provision in our purchase of this real 
estate—who keeps title to the land once it is purchased, the Govern- 
ment or the host country ? 

Mr. Hauasy. We were a little hazy on that this morning and we 
will get that information a little more precisely. 

Chairman CutrerrreLp. Mr. Fulton went into that very fully this 
morning. 

Mr. Haxapy. We will furnish that information. 

Mr. Bentiey. I just have one more question, Mr. Chairman, and 
that is this: 
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We speak about the difference in the question of tax relief for this 
Government. The amount of money saved by this so-called tax 
relief. 


When did that tax relief begin ¢ 
Mr. Ernst. If I may answer that, sir, the executive branch of the 


Government negotiated agreements with each of the countries in 
which we are making not only infrastructure expenditures, but other 
defense expenditures under which agreements we are relieved from 
paying readily identifiable taxes. 

socal, turnover, purchase, use taxes, reforestation taxes, and so 
on. Those relief agreements were negotiated during the winter’ of 
1951-52 under the general provisions included in section 521 of the 
Mutual Security Act of 1951, as amended. 

Mr. Bentiey. Up to that time we had been paying the taxes? 

Mr. Ernst. In varying degree I think camo the answer is—and 

do not know the full details—we had been paying some taxes. 

Mr. Bentiey. You do not know how much? 


Mr. Ernst. No. 
Mrs. Cuurcu. I think at one time it was recorded to the Govern- 


ment Operations Committee last year, and I would like to check 
the figures. It was approximately 16 percent taxes in indirect taxes 
and about 6 percent more in direct. 

Is that right, Mr. Wood ¢ 

Mr. Woop. That is the impression I had, Mrs. Church, and I think 
that is about right. 

Mr. Bentiey. I wonder if any attempt is being made to recover 
some of that tax money or was that written off ¢ 

Mr. Hatasy. I do not believe any attempt is being made to recoup 
that. 
Your passing a law enabled us to carry out some very stiff and very 
difficult negotiations, and I do not think it would otherwise have been 


possible. 
The State Department man, Mr. Martin, could probably add «> 


that answer. 

Mr. Martin. I do not believe there is any attempt being made to 
recoup but I think it is also true that during the period of negotiation 
we withheld taxes pending completion of the negotiation and in fact, 
particularly with respect to infrastructure, there were essentially 
no payments made upon which taxes had to be paid. 

The OSP program was just barely getting under way and there were 
no payments under it until we had initiated negotiations, at which 
time we withheld a percentage which we were sure was going to be 
enough to cover the taxes that would finally be agreed upon to be 
omitted. 

Chairman Curperrrevp. Mr. Harrison 

Mr. Harrison. I understand the total program is over 125 fields? 

Mr. Harasy. That is just through slice four. 

Mr. Harrison. Slice four will be completed when ? 

Mr. Ernst. By the end of December 1954, sir. 

Mr. Harrison. I understand you are keeping your program co- 
ordinated as between the fields and the ehonas! 

Mr. Ernst. Yes. 

Mr. Harrison. And that would be sufficient fields for the planes, 


am I correct ? 
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Mr. Ernst. It would be less than that, sir. 

Mr. Haasy. That would be quite a bit less than that. 

Mr. Ernst. A great number of these fields are not full-time, peace- 
time occupancy airfields. They are alternate landing strips to pro- 
vide to the air commanders, General Norstad and his colleagues, fiexi- 
bility so that a plane can take off from one field and land at another 
in case his home field becomes inoperable by enemy action. 

Mr. Harrison. Then your total will have at the end of it, the fifth 
slice, what total will you have? 

(Discussion off the record.) 

Mr. Harrison. When do you expect to have that constructed and 
in operation ¢ 

Mr. Hatasy. I am sorry but I do not think we can give you a reliable 
estimate on such a tentative program. 

[am sorry I misled you. This is not numbers of airfields; it is dol- 
lars’ worth of airfields, 

( Discussion off the record. ) 

Mr. Ernst. I do not have the precise number of airfields, but I can 

say this to point up what you have said and that is that the $700 mil- 
lion program is calculated to provide all the facilities required 
through December 1956, on the basis of certain estimates of force 
buildup. 

As I indicated earlier, if that particular force buildup is not 
achieved, the $700 million in its totality will not be spent. Only that 
portion will be s spent which will give us the essential buildup through 
1956. 

Mr. Harrison. You do not know how many planes you expect to 
have by the end of 1954 or 1956, either ¢ 

Mr. Ernst. We know how many General Ridgway has recom- 
mended as his minimum requirement and I believe he has gone into 
that. 

We would hope to be able to meet substantially his requirement. 
The possibilities are slim. We have not got exact figures, however. 

Mr. Harrison. Is there anything you can do to shorten your lead 
time on these items ? 

Mr. Ernst. Yes sir, we have shortened the lead time considerably. 

The first programs were very slow in getting started. It was a new 
problem to most of the European countries. They had not constructed 
airfields since prior to the war and even then a great number of the 
smaller European countries had not been in the airplane business. 
They had not had sizable modern air forces. 

Particularly, of course, they had not had any jet aircraft. 

Traditionally there was a long lead of something like 5 or 6 months 
on land acquisition in France and various other countries. 

You have a short building season in Norway and the northern coun- 
tries. It is long, to be sure, in the south. I think the procedures have 
speeded up very dramatically and the rate which is indicated here 
in this chart is really illustrative of that. 

(A chart was shown entitled “Status of Infrastructure Programs”) 
(see p. 521.) 

Mr. Ernst. There are many that can be used now in an emergency. 
It does not mean you can have a full operation from the- field. 
If you have to you can land or take off from those fields. 
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There will be more in another 6 months or 7 months, completing this 
summer’s building season, and the additional, the total of over 125, 
when we throw in one additional construction season, it is moving 
forward. 

From planning to activation of an airfield is a long process. 

SACEUR submitted the fourth slice program, which is the pro- 
gram we are particularly interested in discussing with the commit- 
tee; he submitted that program prior to the North Atlantic Council 
meeting in December in the hope that it would be fully agreed to 
and financed at that time, that preparations could go forward in 
January and March to initiate construction right away this summer. 

The Council only agreed to about one-half of that program. The 
rest was not agreed to until April. 

That means that probably half of the construction which could have 
started this summer will not be started. The preparation will be going 
forward, but the actual construction will in the main probably come 
next summer, It is 2 years or more from planning to actually having 
a field on the ground. 

Mr. Harrison. It is longer than that on the pipeline, is it not? 

Mr. Ernst. On the pipeline we are hopeful we will be able to move 
forward more rapidly. As we indicated this morning Secretary Wil- 
son has reached agreement in principle with the French on the basic 
— that were in dispute on the United States military pipeline in 

rance, 

That is not the pipeline that we have discussed here. Other things 
coming through on schedule, including the congressional action, and 
the finalization of the specific technical agreement, we should have 
work going forward this summer. 

That might be in operation in part next summer. It is not an 
engineer’s estimate but it is my understanding of the situation, 

Chairman Currerrietp. Mrs. Church 

Mrs. Cuurcnu. I would like to ask Mr. Halaby or anyone who can 
answer it, this question: Is there any part of the money in this bill 
sarmarked for infrastructure which will be used to develop the dams 
that are supposed to be built in France? 

Is that collateral support in the infrastructure program ? 

Mr. Hatasy. No ma’am, it certainly is not. 

Mrs. Cuurcn. Do you know of any place in the bill where there is 
an appropriation that might be used for the construction of those 
dams, Mr. Wood ? 

Mr. Woop. No,ma’am. There is nothing in this bill for France that 
could conceivably be used for the construction of dams in France. 

When we come to the request for mutual defense financing in 
France we can make that clearer. 

Assistance for France consists of the end items required, which 
General Stewart has testified about and special defense financing re- 
lated to military production. There is no dollar request for anything 
for France that could be used for the dams. 

Mrs. Cuurcu. Is there any plan within the Mutual Security Pro- 
gram at the present time for financing two dams in France or the 
building of two dams in France this year or next year? 

Mr. Woop. Certainly no dollars. It is possible that some part of 
previously accumulated counterpart owned by the French Govern- 
ment—the 90 percent counterpart—which is the property of the 
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French Government and which cannot be spent without our consent, 
might be made available in the French budget for some further devel- 
opment of these dams. I would like to check to see whether plans of 
that kind exist. 

Therefore, I cannot say absolutely “No” at the moment. I will put 
the answer to that into the record if I m: Ly. 

(The information requested is as follows :) 

The two dams to which reference is probably made are the Genissiat and the 
Mondragon-Donzere, both of which are large multipurpose dams on the Rhone. 
They are part of the Rhone River development program begun in 1937 and still 
under way. In 1949 and 1950, under the ECA program, the French were fur- 
nished with $2 million in credits to purchase from American manufacturers 
some earth-moving equipment in general support of this costruction work. In 
addition, in 1949, 1950, and 1951, 12.5 billion francs, or the equivalent of about 
$35 million in counterpart funds, were released against this overall program. 

MSA has no plans for financing, either directly or with counterpart, any 
additional werk of this sort, since our understanding with the French Govern- 
ment since 1952 has called for United States support to be used almost entirely 
for the military program in France and Indochina. This arrangement will be 
continued in 1954. 

Chairman Cuirerriecp. Mrs. Kelly—— 

Mrs. Kevity. Thank you, Mr. Chairman. 

I want to be sure I understand this issue: By 1956, we will have 
concluded the fifth slice of that $700 million and it will cost in Ameri- 
can dollars, $415 million ? 

Mr. Hatapy. No ma’am, that is not quite right. 

We do not know what this final fifth slice will cost. We say it could 
cost up to $700 million of which the United States contribution might 
be as much as $300 million. As Mr. Ernst just pointed out, we have 
to look very hard at that one. ‘They have to determine the forces 
they are going to build up, the forces we are going to have there, and 
a whole lot of planning and negotiation has ‘to go on before we will 
know what that is, but under our best current estimates, it would not 
be more than the United States contribution of $300 million. 

Mrs. Ketiy. What about maintenance of these fields ¢ 

Where will that show up in this bill—our share of maintenance? 

Mr. Hatasy. That will show up in their defense expenditures, pri- 
marily, and in our appropriations for air force, army, and navy units 
insofar as they are occupied, but there is no rent, there is no payment 
for facilities. 

It will show up largely in appropriations which the Congress may 
give to the Air Force, for example, to cover their maintenance and 
operations all over the world. 

Mrs. Ketiy. Are there counterpart funds in this? 

Mr. Hauasy. I do not think you could say there was not any coun- 
terpart in this. I do not believe we could identify a certain number 
of francs that found their way into this particular kind of defense 
expenditure. 

Mr. Woon. I do not believe we could. 

The counterpart, of course, Mrs. Kelly, is used for defense expendi- 
tures by the French together with their own appropriated funds. 

Mrs. Ketity. We have control of that with France so we would hav: 
to agree to the expenditures? 

Mr. Woop. That is right. We would be able to indicate to you 
whether there had been any counterpart specifically released for any 
work on these fields and we will be glad to get that information. 


33064—538——35. 
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Mrs. Kexiy. Will you check that? 

Mr. Martin. May I just add one point there: We have taken the 
position when the French did propose at one time, in the fiscal year 
1953 they received an addition to the part we gave them to be used in 
part for infrastructure but we took a dim view of using the counter- 
part of aid dollars within infrastructure. 

I am almost certain we have not approved any of this. 

Mr. Woop. I do not believe there has been any approval of use of 
counterpart for the French cost of these infrastructure projects. 

Mrs. Ketiy. Or any other country. 

Mr. Woop. Or any other country so far as I know. 

I will have that checked and put the correct statement in the record, 
Mrs. Kelly. 

Mrs. Ketiy. Thank you. 

(The information requested is as follows:) 

No counterpart has been used in France for the maintenance of airfields con- 
structed under the NATO infrastructure program. The only NATO country in 
which counterpart has been used for the maintenance of airfields is Turkey, 
where the local currency equivalent of about $900,000 has been applied to the 
construction and maintenance of airfields. 


Chairman CurrerFrevp. Mr. Fulton—— 

Mr. Fuuton. With regard to Canada, are we making any contribu- 
tion to bases there ? 

Mr. Ernst. Under the NATO infrastructure program, sir? 

Mr. Fuuton. Yes. 

Mr. Ernst. No. 


Mr. Furron. Why wasn’t Canada in on slice No. 1? 


Mr. Ernst. Canada and the United States and a number of other 
countries were not in the first slice. The first slice was negotiated in 
1950 by the members of the Brussels Pact, Belgium, France, Luxem- 
bourg, the Netherlands, and the United Kingdom. It was before 
the NATO operation. 

Mr. Furiron. Why is Greece so small, seven-tenths of 1 percent, 
when it is such a strong outpost for us? 

Mr. Ernst. That, sir, is the Greek percentage contribution to this 
program. The actual number of facilities in Greece will be much 
greater. Greece also came into this program much later than any 
other countr y, as you know.’ Greece and Turkey acceded to the treaty 
only a little over a year ago and this fourth-slice program is the first 
program in which they have participated. 

Mr. Foxton. As to area divisions, how nearly are you meeting the 
estimated requirement in Greece and Turkey that the military have 
come up with originally? That is, how much has the original mili- 
tary requirement in those two countries been scaled down by NATO 
screening ? 

Mr. Ernst. I will try to get that figure. 

Mr. Fuvron. Please submit it later. 

Mr. Ernst. All right. 

(The information requested is as follows :) 

The original SHAPE fourth-slice program in Greece and Turkey was sub- 
mitted in the summer of 1952, and was estimated at over $25 million. The re- 
working of the program, while entailing cuts in most areas, resulted in an increase 
in the programs in Greece and Turkey by about fourfold. This was in part due 
to the fact that on the date the original program was submitted, there had not 


been sufficient time following the accession to the North Atlantic Treaty of Greece 
and Turkey to complete the necessary planning. 
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Mr. Ernst. In the South European area there has been less screen- 
ing by SACEUR and the other authorities than in the north and 
central areas. 

Mr. Fuuron. I would like to see where the screening has been rela- 
tive to those two strong points in which I am interested. 

Then, going a little further, is there any money going into Iceland 
on the maintenance of the base there 

Mr. Ernst. No; it is not under the NATO infrastructure program. 

(Discussion off the record.) 

Mr. Fuuron. When you came up with a figure here just a few min- 
utes ago, of one-hundred-and-fifty-one-odd-million dollars after taxes, 
for what periods were you referring to? I think you had a figure 
after taxes of 151.3. 

Mr. Harasy, That is through the fourth slice. 

(The chart entitled, “Infrastructure Financing,” was again shown.) 
(See p. 510.) 

Mr. Fuutron. Why do you put it “Net of taxes”? I thought taxes 
had been eliminated. 

Mr. Hauvasy. ‘The contribution is computed on a gross basis and 
then we have an arrangement whereby our gross contribution is re- 
duced by the amount of taxes that would otherwise have been levied, 
and so it drops in this case by $20.6 million. 

Mr. Fuuron. Your figure does not in any way mean we are bearing 
the burden of taxes in the fourth slice. 

Mr. Hatapy, No, sir. The money we are actually going to disburse 
against the fourth slice is estimated at $151.3 million. 

Mr. Fuuron. Do you find that this method of dealing through 
NATO is a satisfactory and efficient method in distributing these 
funds for military purposes in Europe? 

Mr. Haxasy. I guess the answer to that would be, it appears to be 
the best and only way multilaterally to finance this very large program. 

The thing that sticks out so clearly is that we are getting the total, 
if the final slice is completed, of $1.3 billion—that is through the 
fourth slice-—for a United States contribution of a total of $470 mil- 
lion, so we and they are getting $1,300 million worth of infrastructure 
for approximately $500 million expenditure by us. 

Mr. Fuuron. In addition then when NATO has been expanded by 
the addition of Greece and Turkey, you likewise feel that it is the 
most effective way and most efficient way to get the military defense 
of Europe, do you not? You can just say “Yes” or “No.” ‘These are 
three preliminary questions. 

Mr. Hatasy. I know, sir. 

I did not say this was the most effective way. I said that is the 
most satisfactory way. 

Mr. Fuuron. It is the most efficient way and it is working out all 
right. 

Mr. Havasy. And the addition of Greece and Turkey simply adds 
two more partners to the enterprise and although their contribution 
in money is small, their contribution in other ways is great. 

Mr. Fuuron. Yes; but it works well in that area to have them in 
NATO and to work this out on an overall plan. 

Mr. Hatasy. That isright. The chart showing the fields in Turkey 
was very 
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Mr. Fuxron. If it works so well with all the other countries that 
were originally in NATO, and you add Greece and Turkey to it, then 
why is it not just as much compelling logic to add Yugoslavia to it, 
too, when they likewise have now forme da pact for mutual defense 
with Greece and Turkey? 

You have the NATO organization, you have the smaller joint 
defense pact with those three countries. Especially with Tito today, 
saying he is forever with the West. We have him, so he says. Why 
do we not integrate him? 

Mr. Havasy. When and if the other partners want Yugoslavia in 
and Yugoslavia wants to come in, that will then be an issue that the 
President and the Senate can face. 

Mr. Funron. The final question then is this: If there is a mutual 
defense pact with Yugoslavia, Greece, and Turkey that is working, 
then you would have no objections to trying to complement part of 
this program through that joint pact, so that these two adjoining 
countries can watch Tito—people who are very interested, both 
Greece and Turkey ? 

Mr. Harasy. I think that is getting into foreign policy and I am 
supposed to be a Defense witness. 

Chairman Cutrrerrietp. Mr. Lanham, do you have a question ? 

Mr. Lanuam. No questions. 

Mr. Furron. May I comment: If the multilateral approach has 
worked well in Europe overall, has worked well with Greece and 
Turkey added to it, why will it not work well on a new mutual defense 
pact of Greece, Turkey, and Yugoslavia? 

Chairman CurrerrieLp. Mr. Javits, have you a question ? 

Mr. Javrrs. I have no questions, Mr. Chairman. 

Chairman CurrerFrireip. Mr. Hays 

Mr. Hays. I realize Spain is not covered but, in line with Mr. Ful- 
ton’s question, would your answer with reference to Yugoslavia apply 
to Spain ¢ 

Mr. Harapy. It seems to me the answer to Mr. Fulton’s question 
is, if all other things were equal, politically, economically, and so on, 
and any other country that came into this made a contribution to it, 
it would be that much more effective. 

Mr. Hays. Well, we are going to have some references to Spain in 
our discussions on the House floor. We know that. We have to be 
pretty well advised as to the situation. 

I assume that there are developments taking place now which we 
will have full information on in due course, but what are you pre- 
pared to tell us now with reference to the relationship of that de- 
velopment to this? In other words, have the Spanish facilities been 
taken into account in these proposals ? 

Mr. Hauasy. There is nothing included in here for Spain. It is 
not included in the program. 

Secondly, any bases that might be available to the United States 
in Spain in the future, the role of forces using those bases would be 
closely coordinated with the forces that would use these bases. 

I would like to ask, if I may, Mr. Chairman, that that question be 
handled later, perhaps in connection with the country-by-country 
presentation. 

Mr. Hays. Your answer really covers the matter at this time, and 
I appreciate the information. 
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Chairman Cnirerrretp. Mr. Vorys 

Mr. Vorys. First as to classification, General Ridgway said 125 
fields, right out in public. Now we can at least copy General Ridg- 
way’s speech. 

You proposed today that we omit a figure that General Ridgway 
has used, so let us not be too silly on this. 

Mr. Hanapy. We will coordinate our classification with General 
Ridgway’s. 

Mr. Vorys. Now, I have a suggestion for inclusion in our report 
and for comment: I suggest you get up a new infrastructure figure 
that would show the cost of the land and utilities that our partners 
have put in. It need not be shown by country but at least have it so 
that we would ourselves have a true picture of this, and the House 
and the country would have a true picture of the relative contributions 
in infrastructure. 

It strikes me, looking at that map this morning, that there are a 
number of thousands of acres tied up for this purpose; they are not 
growing wheat and potatoes and cattle on it. The utilities are tied 
up for this purpose. They may some day be used for other purposes. 

Mr. Harrison. The Smith committee asked for that information in 
Europe and could not get it. 

Mr. Vorys. Well, these fellows can get it. 

Mr. Harrison. I think it was a matter of internal policy in France 
that we did not know. 

Mr, Hatasy. You asked for a gross, rough estimate and we will try 
to get it. 

Mr. Vorys. Just as good as you can make, based approximately on 
acreage, installations, or something. You can make the best estimate 
you can. Here is one place where the total picture of the size of the 
proportionate contribution has not been made. I would like to make 
that suggestion. 

Mr. Hatany. We will give you an estimate and we will tell you how 
we got it. 

(The information referred to is as follows :) 

Excluding the United States and Canada, the other NATO members are pro- 
viding, of the $1.3 billion program, 54 percent of the cost, or about $700 million. 
In addition, in a sense, they are bearing about $64 million of the agreed United 
States contribution as a result of the United States bilateral tax relief agree 
ments. The host nations provide the land free of charge, and it has cost an 
estimated additional 10 percent, or $130 million. Of this, France bears almost 
half, and almost one quarter is covered by Italy, Greece and Turkey. Further, 
the host nations provide utilities on the airfields free of charge, and they are 
estimated to cost about $65 million above the $1.3 billion program agreed to date. 


In sum, the European nations are laying out 
Million 
Agreed shares_ ‘ j $700 
United States tax relief 64 
I oss narensaieinnietitililiteownten te ' 130 
PERE esersrntionacss . 65 


Total European contribution . 959 


These figures are estimates based on conversations with the other treaty mem- 
bers at both the Ottawa 1951 anad Paris 1952 Council meetings. 

Mr. Harrison. It has been said it is about 15 percent in each field 
as nearly as they can guess. About 15 percent of the $25 million is 
the estimate of what it costs the host country to get the land. 
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Mr. Vorys. I would like also, a statement of the amount of the 
British and the unilateral US contribution—for example in Morocco— 
the part that would not be on your NATO map, but that would be 
completely vital to NATO, and part of the treaty obligation. 

The British and our own contributions on public works. Again, 
you might have to make some approximations, but it seems to me 
that that would be helpful. 

Mr. Haxasy. We can give you a rough approximation on the US 
Air Force public works that has some ‘relation to NATO. Getting 
the British figures would be a little bit more of a chore and may not 
be possible but we will do our best, Mr. Vorys. 

Mr. Vorys. I should think that while the figures may be rounded 
for security reasons, or not given too much in detail, yet these facili- 
ties they have made for their own protection which are also available 
in the common cause, involve a pretty substantial expenditure. 

(The information referred to is as follows :) 


ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., June 5, 1958. 
Hon. Rosert B. CHIPERFIELD, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 

Deak Mr. CHIPERFIELD: During the course of my testimony before your com- 
mittee on May 21, Congressman Vorys asked about the magnitude of the uni- 
lateral Uuited States and United Kingdom contributions to the common defense 
in respect of expenditures for military construction of direct benefit to the exe- 
cution of the NATO mission. 

As far as the United States unilateral construction effort in the NATO area 
is concerned, appropriations for United States military construction during the 
period 1950 to 1953 amount to approximately $1.4 billion. Servicewise this 
breaks down as follows: 

Million 
Army-_-_- 
icciineatiins 
Air Force _- 


Total 


Of the above, approximately $350 to $400 million is directly attributable to 
NATO frontline operations in the form of United States augmentations to the 
NATO standard airbases and other operational logistic support facilities in the 
forward areas. The balance of the $1.4 billion is to provide United States air- 
bases in the Atlantic area, and the lines of communication and supply required 
to support our forces Operating more than 3,000 miles from their home area of 
resupply, repair, and maintenance. 

With respect to the United Kingdom contribution—in addition to a contribu- 
tion to the first four infrastructure slices of $187.2 million or 14.4 percent of the 
$1.3 billion programed by NATO to date, the United Kingdom has spent in the 
period 1950-53 approximately $460 million for facilities in the general NATO 
area. These facilities either will directly assist in the execution of the NATO 
mission or will provide support. This $460 million figure includes expenses for 
the reconditioning and provision of airfields in the United Kingdom for a United 
Kingdom Air Force assigned to NATO. These airfields are provided for at the 
sole expense of the United Kingdom and are not covered by NATO infrastructure 
financing. 

In addition, the United Kingdom has contributed to the cost of airbases in the 
United Kingdom allocated for use by the United States Air Force in the amount 
of approximately $50 million. No estimate is available as to the replacement cost 
of existing bases in the United Kingdom which are available for NATO use. 

The United Kingdom has also made available to NATO, headquarters and 
other facilties which represent a sizable investment, for example, the Gibraltar 
and Malta installations are available for NATO use, and in fact Malta is being 
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used at the present time by a NATO commander without any cost to NATO. The 
replacement value of the Malta and Gibraltar bases has been estimated at $700 
and $300 million respectively. 
Sincerely yours, 
N. B. Havasy, 
Deputy Assistant Secretary of Defense (ISA). 

Chairman Crtrerrretp. Would the gentleman yield? 

Mr. Vorys. Yes. 

Chairman Currerrietp. General Johnson, who was in charge of 
strategic air in England told me the last time I was over there that 
the actual air strip, the cement air strip, only amounts to about 7 or 
8 percent of the total of an air base. 

Am I right about that ? 

Mr. Vorys. I would think that would be about right. 

Mr. Harasy. In England, I think there would be a very high real 
property cost there. 

Chairman Cuiprerrretp. I am talking about the actual cement con- 
struction of an air strip. I thought, of course, when you look at an 
air field you think, “Well, there is a runway and that is the thing 
that costs the money.” But there are so many facilities to support 
an air base, that the percentage is very small. I think General John- 
son, if I recall, said it was about 7 percent. 

I did not mean to interrupt and I will call on Mr. Burleson. 

Mr. Vorys. I had just one more question. 

Chairman Crirrrreip. Well, hold up your questioning for just a 
moment, Mr. Burleson, so that Mr. Vorys can get in his other questions. 

Mr. Vorys. The $700 million, the whole future after the fourth 
slice, is all tentative, is that not correct ? 

Mr. Hatary. That is correct. 

Mr. Vorys. Not a single one of those facilities has yet been located 
by agreement under this procedure ¢ 

Mr. Hatany. Not definitely located, engineered out or set up, that 
is right. 

Mr. Vorys. Thank you. 

Chairman Currerrietp. Mr. Burleson—— 

Mr. Burieson. Mr. Chairman, I would just like to inquire of the 
Chairman or of the witnesses if we will have—perhaps we have al- 
ready had it, I do not know—a description of the various types of 
airfields? How many are operational fields; how many are strategic, 
tactical, and so forth? 

Mr. Hauapy. These are all tactical, sir. 

Mr. Burieson. Are they all tactical ? 

Mr. Hauasy. Yes, sir. They are main airfields and there are also 
alternates for weather and for military reasons. 

I think perhaps after we have complet ted you might like to look— 
maybe not now in view of the committee’s time, but we have a map 
here we would like to show you and give you an idea on that, but they 
are all tactical airfields. 

Mr. Burieson. Will the map give an idea of fighter planes, long- 
range bombers, and that sort of thing ? 

Mr. Hatasy. These are all fighter or fighter-bomber strips, rather 
than long-range bombers. Any long-range bomber bases are outside 
this program. 

Mr. Burteson. Who will discuss that at some time or other in this 
program, Mr. Chairman ? 
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Mr. Hatasy. That comes under the Appropriations Committee and 
under the Armed Services Committee. 

I suppose we could, if the committee wants to go that far afield, 
get a witness up here to talk about the United States foreign public 
works program, but it is not sufficiently related, sir, to present in 
connection with this program. 

Mr. Furron. It would give you an overall picture, though. 

Mr. Hatasy. We could in answer to a question a moment ago give 
you a rough idea of the magnitude of it. 

Mr. Vorys. Will the gentleman yield ? 

Mr. Burueson. Yes, sir. 

Mr. Vorys. Did you see the map they had this morning ? 

Mr. Burteson. No: I did not. 

Mr. Vorys. I wonder whether vou would feel that we would need 
more details, at least on the airfields—there is a lot of other stuff 
that is in here. 

Mr. Burierson. I think we need sufficient details to know where 
our money is going. I would also like to know how we are going to 
get that atomic bomb over to Moscow, in case Western Europe is at- 
tacked. That is more of the same business of just getting a smattering 
of information on what all these efforts cost and what we are getting 
for it. 

Chairman CurprrrirevD. They have a chart that shows that. 

Mr. Harasy. Mr. Chairman, I would crave your indulgence a 
moment. I have been told by my boss to be in New York in 1 hour 
and 45 minutes and while I feel a great deal of obeisance to this com- 
mittee, especially after 4 days, if I could be excused, or if anyone has 
a question they would like to direct at me and I could answer it—— 

Mr. Fuuron. I move you be excused immediately. 

Chairman Currerrietp. You may be excused and Mr. Ernst and 
Mr. Wood can take care of it. 

You have done a nice job, Mr. Halaby, and we appreciate your testi- 
mony very much, indeed. 

Mr. Haxapy. I appreciate your courtesy. 

Chairman Curreerrivip. Mr. Burleson, if you would like to have an 
explanation of the airbases there, we had it this morning but we can 
go over it. 

Mr. Burieson. If you had it this morning, no. I was not here. 

Chairman Cnurperrtetp. Just explain it briefly. 

Mr. Ernst. The red indicators are airbases to be constructed under 
the NATO airfield program which we have been discussing. 

The blue indicates jet fuel storage at the field plus the necessary pipe- 
lines to provide the vital fuel so that the jet aircraft can operate over 
an extended period of time. 

The inset shows the congestion in the vital area west of the Rhine. 
This is the area where we have had trouble in some of the land-acqui- 
sition procedures. I think some of these bases are the ones which the 
subcommittee have visited. 

As you can see we have not even had room to put them allin. They 
are just littered in that area. 

(Discussion off the record.) 

(A classified chart was referred to entitled “NATO Airbases and 
Fuel Supply Facilities.’’) 
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Mr. Ernst. There are British tactical units on the British Isles 
under General Ridgway’s command and the = ritish have elected to 
exclude those fields from the financ ing under NATO because they felt 
they wanted to have no question as to NA’ ro having control over a 
certain strip. 

Mr. Burieson. Those are the secret bases which everybody knows 
about. 

Mr. Futon. From the propaganda element it might help if Russia 
did know about some of the secret bases. 

Mr. Burieson. That is all. 

Chairman CurperrreLD. Mr. Hays 

Mr. Hays. May Lask a question, Mr. Chairman ? 

Chairman CHrperrrevp. You may. 

Mr. Hays. Thank you, Mr. Ch: airman. 

Does the blue indicate Jet bases ? 

Mr. Ernst. The blue, sir, indicates storage tanks, major storage 
tanks for fuel. 

For instance, this tank would provide both of these fields with their 
jet fuel. 

(Discussion off the record.) 

Mr. Hays. Can the jets use all those red bases ? 

Mr. Ernst. They are all engineered to carry the modern jet. 

There are a variety of things that technicians tell me are there. 

Mr. Hays. That accounts for a good deal of the expense, does it not 
I have noticed the figures for the new jet base in my State, for example. 
They have to have a capacity seven times the wheel load of the con- 
ventional runway. 

Mr. Ernst. Yes, sir. 

Of this program approximately 70 percent goes toward the pro- 
vision of airbases and the associated jet fuel facilities. It is the biggest 
single thing in the facilities of the Allied air forces. 

Chairman Curperririp. Mr. Zablocki— 

Mr. ZaB.Locki. No questions. 

Chairman Cyuperrietp. Mr. Carnahan—— 

Mr. Carnanan. No questions, Mr. Chairman. 

Mr. Vorys. Mr. Chairman—— 

Chairman Cuirerrietp. Mr. Vorys—— 

Mr. Vorys. Give us a breakdown of the other 30 percent. 

Mr. Ernst. The signal communications run about 24 percent and 
the naval fleet base is about 3. Actually the airfields are 60 percent, 
the jet fuel are 8 which makes 68 percent. The signals are 23. The 
naval fleet bases 3 percent, the training installations 3 percent, and 
just under 3 percent in the war headquarters, the underground, emer- 
gency headqu: irters. 

Mr. Vorys. What is the training operation for? General Ridgway 
spoke something about air training. 

Mr. Ernst. Those are facilities where General Ridgway can bring 
together, for example, an American air wing and a French air wing 
and an Italian air wing and operate them together without disturbing 
all the small villages in Europe. They will be in isolated areas in the 
southern part around the Mediterranean where he can take these forces 
out and operate them together so that they learn how to work as a team. 
One of the things General Ridgway is most interested in doing is 
exercising his forces together so they can work in war as a single 
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organization. They are providing the basic facilities to have these 
air-training exercises. 

Mr. Furon. I have one other question. 

Chairman Currerrretp. Mr. Fulton—— 

Mr. Furron. As to radar system and radar coverage for defense, 
what kind of a system do we have under NATO? Will the new radar 
system that is being set up be one that will let 70 percent of the 
approaching planes come through without detection, or is it a modern 
system that will be able to intercept and track down these new planes 
that Russia has? 

Mr. Ernst. I am not qualified to answer from a technical point of 
view. My understanding of the radar facilities which General Ridg- 
way has included in his program are certain items of radar equip- 
ment needed to connect up existing national systems. 

(Discussion off the record.) 

Mr. Ernsr. On the technical level, sir, I cannot answer. I would 
attempt to get the answer if you desire. 

Mr. Furton. The point of my question is actually technically based 
on what you say because my point is, are they simply just grafting 
on to the old radar systems that would stop ordinary propeller planes, 
or are we moving into a radar system of protection which will be an 
are protecting against the modern plane? 

Mr. Ernst. My understanding is that the radar system to be de- 
signed and the portions to be financed under the infrastructure pro- 
gram are to be the most modern to counter the enemy. 

Mr. Martin. If I might, Mr. Chairman, I could add to that: In the 
recommendations which SHAPE made to NATO, in connection with 
the annual review of measures to be taken by countries to improve 
their forces, a standard recommendation which he felt necessary in 
nearly every country was to improve the quality of the aircraft warn- 
ing system both with respect to equipment and trained personnel. A 
very substantial amount of the electronics in the MDAP program is 
to replace obsolete equipment with higher-grade equipment. 

Mr. Fouron. You could submit that for the record if you would. 

(The information requested is as follows :) 

The radar facilities programed are to be the most modern available, and 
will have the same operational characteristics which our own modern United 
States radar have. The radar sets provided under MDAP are the identical equip- 
ment used by the United States Air Force, and radar and associated items amount 
to over half of the MDAP electronics program. 

Chairman Currerrtecp. Thank you, very much. 

Mr. Wood, I see that you have followed some of the suggestions 
of the committee and made some charts. 

Mr. Woop. We have attempted to follow all the suggestions of the 
committee, Mr. Chairman. We have lots of charts’ and we will be 
proud to put them on for your edification right now if you are ready 
for them. 

Chairman CurrerFrretp. We can at least start and then when every- 
body gets tired we will close up for the day and start tomorrow 
morning. 

Mr. Vorys. Mr. Chairman, before you get into something else, I 
would like to suggest to the committee and to the witnesses here that 
they prepare for our benefit a comment on every recommendation of 
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the evaluation teams. Make it as brief as you please but we are going 
through the reports of the evaluation teams and we would like to have 
the comment of MSA on what they have done about each one. I do 
not mean to present it tomorrow morning, but have that available say 
next week so that we can skim through it. 

Mrs. Cuurcu. Mr. Chairman, when do you plan to close these 
hearings ¢ 

Chairman Currrrriep. It is very difficult to say. Upon the sug- 
gestion of Mr. Fulton, I contacted the leadership and they said we 
should be through with this bill at the end of the month. Mr. Wood 
and a few others almost fell off their chairs. I am trying to expedite 
it. That is the reason why I have applied the 5-minute rule. I think 
the witnesses will have to be a little briefer in their answers, too. 

I might tell the committee that on the valuable suggestion of Mr. 
Vorys 1 have written a letter to every member of those evalu: iting 
teams either to come here as a witness or make a statement or in 
confidence tell this committee anything that they felt should be 
changed in this bill. 

I think we ought to have the benefit of it. They went in there as 
an independent agency. They did not have anything to sell, except 
to find out what was right, and those letters have gone out. It was 
Mr. Vorys’ suggestion and I have signed 47 or 57 of those letters 
to those people so that we will have the benefit of what they have to 
say. 

Mr. Hays. Mr. Chairman, we did not hear who it was you had 
written to. 

Chairman Currerrietp. The evaluating teams who went over coun- 
try by country to judge how the program was going. 

Mr. Harrison. Mr. Chairman, I think that is an excellent idea. 

Chairman Currerrietp. It was Mr. Vorys’ idea and I just signed 
the letters. 

Mr. Harrison. When you get to a recommendation, just state how 
many of the teams made that recommendation. 

I notice that these teams working independently of each other 
in an amazing number of instances came up with the same recom- 
mendation. it would save repetition from going through a dozen 
reports and saying that the French committee recommended one thing 
and so on. 

Mr. Woop. You want an evaluation of the evaluation reports. 

Mr. Vorys. That is right. 

Chairman Curprrrienp. That is right. 

Now, Mr. Wood, you proceed in any way that you care to do so. 

Mr. Woop. Iwill ask General Stewart to put up his charts. I am 
sure we have what this committee has asked us for. 

General Stewart, I gather that the chairman and the members of 
the committee wish you to take up your subjects and go through 
them and then they will ask questions thereafter. 

If you will proceed with your charts. 
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FURTHER STATEMENT OF MAJ. GEN. GEORGE C. STEWART, DIREC- 
TOR, OFFICE OF MILITARY ASSISTANCE, OFFICE OF THE SEC- 
RETARY OF DEFENSE 


General Stewart. I would like to first distribute my charts. 

Mr. Woop. We have a list of military end-item charts as well as the 
other charts you have before you. 

Mr. Crawrorp. Would the committee want these before we have had 
a chance to code them and identify them ? 

Mr. Vorys. I see your problem. 

Mr. Crawrorp. In view of the remarks made the other day I want 
to be absolutely certain that we put them through our security system 
first, or else know that the staff could not help it if any of them were 
missing later. 

Chairman Currerrievp. I would suggest you protect yourself, Boyd. 
We can probably get all we need from the charts on the board. 

Mr. CrawForb. ‘T will get all the girls on this and we will have them 
to you in just a minute, if you will just bear with us. 

Mr. Woop. We will start, Mr. Chairman, if it please the committee, 
with the program in the United Kingdom. 

(A classified chart was referred to, entitled “United Kingdom.”) 

General Stewart. Mr. Chairman, we have made a valiant effort to 
reorganize this information from the form we had it in to the form 
requested i in your memorandum. 

We have in the process of distribution right now, a copy of each of 
our charts for each member of the committee. 

When we left off on Friday we were discussing individual countries 
in title I. 

I am starting here, with your permission, with the United Kingdom. 

Before trying to explain any figures on the charts I would like to 
explain the form of the chart and what the headings mean. 

(A classified chart was referred to entitled, “MD AP Status of Mate- 
riel and Training Programs, United Kingdom.” ) 

General Srewart. These charts are designed to answer questions 
posed in your mimeographed sheet to us. 

As to the form of the chart, I have here the equipment or the value 
of equipment shipped up to the 31st of March. 

This block shows what is still to be shipped. 

In other words, what is programed from past funds but has not yet 
been shipped. 

This block [indicating] shows what we propose to ship or propose 
to use in 1954 in terms of money for the United Kingdom. 

We have broken that down again by Army, Navy, and Air Force. 

In order to give you the ex: uct answer to your question, we had to 
break it down further into two classes, and I would like to explain why. 

In the MSA Act of 1951, as you know, there is a provision which 
permits the use of excess materiel without charge against the appro- 
priation in the bill. Excess materiel is that materiel held by the mili- 
tary services but which after due process as prescribed by regulations, 
has been declared excess to the needs of the military services in mobil- 
ization stacks of the United States. 

We ship excess equipment where appropriate in connection with our 
military aid program. There is no charge for the equipment itself 
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against the funds that you appropriate under Mutual Security Pro 
gram legislation. 

There is a charge for its repair and rehabilitation and for shipping. 

Now, in order to give you a picture of the value of what we have 
shipped, we always carry in our records the value of the excess equip- 
ment, even though this figure is not charged against the appropriation. 
That value is the initial cost of the equipment when procured by the 
services. And so we have shown here the value of shipment that are 
actually charged against the appropriation and additional shipments 
made from excess equipment and the value of it. 

In this second part of the chart, still speaking only of the form 
of the chart, we show certain selected items constituting a substantial 
portion in money value of the program. This section shows what we 
shipped as of the 31st of March, and what is to be shipped, and what 
we propose to include in the 1954 program for those same items. 

Finally in order to show what we are doing with the money appro 
priated, we have here some data relating to our training program. 

This column shows training spaces—these are all spaces—training 
spaces. An individual who receives training. We show here the 
number of spaces reported by the individual MAAGS as having 
actually been set up for that particular country. 

Of that number, we then show those who have completed their 
training and those who are currently in training. 

Now those who have completed and those in training do not add 
up to those programed. Some are still on the way, some have been 
eliminated from the schools and some are here but not yet enrolled. 

Over here we show the training spaces, or the number of people 
we expect to train, under the 1954 program. 

1 would be very happy to answer any questions as to the form of the 
charts. 

Mr. Vorys. Do these two charts work together in some way or 
another ¢ 

General Stewart. Yes, this isa companion chart. This is designed 
to answer specific questions posed by the committee. 

This is the status of forces in response to your question on the status 
of forces. 

In this column here, we show what was actually in being im this 
particular country, in NATO, as of the end of December 1952. 

In this second column, Paris 1953, we show the firm commitment 
made by that country at the annual review in Paris last April, of the 
forces they ears to raise, support and commit to NATO during 
calendar year 1953, 

Now, in the Paris 1954 column, we show the planning figures used 
at this same annual review for calendar year 1954. There was no 
firm commitment made by the countries for calendar year 1954. That 
is the best planning information we have. These are the figures 
discussed and used as a tentative planning force. They are not com- 
mitted, nor are the figures agreed on internationally. 

Now in the next block I show where the United States military 
assistance is going. 

In the first column in this second block I show in terms of major 
and some minor forces what we are using the funds previously ap 
propriated for, in terms of forces. 
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I show in the next two columns how we propose to use the 1954 
funds, again in terms of forces, and I have broken that down to show 
the new units that are scheduled to come into being in calendar year 
1953 and 1954, and over here I have added the two together to show 
all the funds we have, and how we apply them against the forces. 

In the next column, in answer to a question of the committee, we 
show the active-duty personnel by service of this country. This is 
the total active-duty personnel and not just that committed to NATO. 

Over here, we have certain remarks as to the types of equipment we 
are providing with these funds. We have these two charts for every 
country. We have some general charts but these two we have for 
each country. 

Mr. Javirs. Would you mind a question: Obviously the British 
have an enormous army in being which is not reflected on the chart. 

General Stewart. It is reflected only here, sir. 

Mr. Javits. Should not some note be made of the deployment of 
that force and also its true size? The British contribution is not to 
be measured in terms of so many divisions for NATO. The British 
contribution is to be measured in its world-wide activity in defense of 
freedom. In Malaya, Suez, Malta, and everywhere else. Therefore, 
it seems to me for them, and possibly for the French or anybody else 
similarly located, you would need some reference to the fact that 
Britain has commitments outside NATO. 

(Discussion off the record.) 

General Stewart. I think we can get you that information, sir. 

Mr. Javrrs. And also the question which has been constantly raised 
by Mr. Vorys, what percentage of that can be used, is tremendously 
important. What can we tell about the overall load the British are 
carrying ¢ 

General Srewart. I do not have the deployment of the British 
forces in here. 

Mr. Javits. We would not need that in detail but we need some- 
thing along that line to complete the picture just as we are trying to 
get the amount of cost involved in the real estate for infrastructure 
in order to give these fellows the full credit for everything they are 
contributing. 

So we also ought to have what else our allies are doing that is not 
reflected in the NATO figures. 

General Srewart. I actually have that in the form of a narrative 
for each country, but I have not got it in charts. 

Mr. Javits. Anyway, give us the story. 

General Stewart. Yes, sir. 

Mr. Vorys. General, you have support units, battalion equipment ; 
does that mean support units or is that in dollars, there? 

General Srewart. We have tried to show this as battalion-sized 
units, sir. 

Mr. Vorys. Do you mean there are—— 

General Srewart. New battalions or the equivalent of battalion- 
sized units; yes, sir. 

Mr. Vorys. Would that be in addition to 624 divisions? I do not 
understand that. 

General Stewart. I have the list of units, here. I will show them 
to you. 
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I would like to say before I hand you this list and show you that big 
impressive number ‘there, to say that all we are contributing is some 
electronics and fire-control equipment, but we are contributing to the 
equipment of these units. 

Mr. Vorys. Is the British Army going to furnish divisions, and 
battalions in fiscal year 1954? 

General Srewarr. Under our criteria, sir, we support certain static 
units that must be used to safeguard centers of supply and production. 

Here is both the previous and the future for the British, sir. 

Mr. Vorys. Would the 54 figure include the 53 figure ? 

General Stewart. Yes, sir. Stated in terms of battalions. 

Mr. Vorys. How many battalions are there to a division? 

We keep talking in terms of divisions and I realize that these are 
not to be organized into divisions, but for comparable figures could 
you give us that? 

General Srewarr. There are 9 combat infantry battalions, 4 artillery 
battalions, an engineer battalion, a signal battalion, and a medical 
battalion in the United States division. 

Mr. Javits. That is 10? 

General Srewarr. More than that, sir. Behind those I mentioned 
we have additional battalions of antiaircraft—we also have an anti- 
aircraft battalion in a division. 

Ordnance battalions, signal battalions, and so forth. 

Mr. Javirs. In other words, what Mr. Vorys is shooting at is in 
order to get the full total military contribution of the British. 

General Stewart. A great many of these are antiaircraft units 
which are backup for fighting people, but are not actually directly 
connected with the divisions themselves. 

Mr. Vorys. Those antiaircraft regiments would be for home defense, 
would they not ? 

General Stewart. Yes, sir. 

Mr. Harrison. Would they be under NATO? 

General Stewart. No, sir. You are getting a little technical. I 
am sure that an antiaircraft regiment protecting an industrial city in 
the immediate rear, would not be under NATO’s Command. 

Mr. Vorys. Well earlier this afternoon we learned that the British, 
for instance on their airfields and so forth, had separated themselves 
from the NATO Command. 

That is, their airfields were not shown on the NATO infrastructure 
chart, we understood, because they built them themselves or with our 
help, but there was I ‘thought some explanation to the effect that they 
did not want to have their tactical air under NATO Command because 
it would be used primarily for their own air defense. 

What is that situation, there? 

General Srewart. There are certain units which these nations re- 
tain for their home defense that are not committed to NATO. It is 
my understanding, although I am not the expert on technical com- 
mand channels and divisions in NATO, that there is a certain gray 
area where there are things such as antiaircraft outfits, which do not 
move and fight with NATO forces at the front. Nonetheless they are 
essential to protect installations NATO must have if it is to continue 
to fight. 

A rear airfield, a rear ammunition dump, etc. 

Does anyone desire to question the form of the charts? 
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To come to the United Kingdom, we have here the statistics on 
what we have done and what we propose to do. 

(Discussion off the record.) 

General Stewart. In the next column—Mr. Chairman, do you de- 
sire that I read these individual figures ? 

I have furnished every member with a copy of it. It is chart 31, 
in the classified section. 

In this column we show what remains to be shipped and here what 
we propose to buy and ship with the 1954 money. 

Mr. Zastocxt. Of what remains to be shipped, how soon is that 
expected to be shipped? 

General Stewart. It is in a constant flow. 

I would like to make one statement at this point: 

In order to present data and put it in a chart, you have to have an 
arbitrary cut off date. 

You will find I think, somewhere in this presentation, that there are 
slightly different dates, not more than a month apart. ‘That is simply 
an effort to give you the latest information we have. This program 
moves constantly and it changes every day. We are shipping every 
day. There are minor deviations made in the normal process of 
operation. There are no major changes, but minor changes occur 
constantly. 

Mr. Zasiockt. You show a large amount charged to the appropri- 
ation to be shipped. That is an amount of money obligated and spent 
or obligated and unspent ? 

How much of it is overhang? That is the figure mostly concerned 
with, Mr. Vorys. 

Mr. Vorys. Well, yes, but I think the general has just explained— 
and we all understand this—that there is, we hope, a considerable 
flow from “to be shipped” over to “shipped”. You are firing at a 
moving target and as he says, all you can do is take a snapshot of it 
as of March 31, or perhaps there are oro dates. 

Here is what is “to be shipped” or “hoped to be shipped,” but this 
is the best you could do to get it within the date, March 31. 

Now a comparable figure this morning was on OSP. 

We were given the number of hundreds of millions of dollars of con- 
tracts entered into to May 2, our latest figure. That gives us an rag 

Unless they get out a new chart every day, there 1s going to be : 
difference bet ween “shipped” and “to be shipped.” 

I mean unless they get out a chart every day, the chart you have is 
going to be a little’ out of date unless the whole thing stands still. 
Ts that not right ? 

Mr. Woop. That is correct. 

Mr. Vorys. That is the best you can do. That is just the way it is. 

Mr. Woon. I might just say, in connection with Mr. Zablocki’s 
questioning, that in the “to be shipped area” there will be various 
elements. Some of that has been obligated, some of it has not yet 
been obligated, but will be obligated by the end of the fiscal year. 
We have “lumped it all together. showing the funds that have been 
made available by this Congress to date and separated it into those 
that have been shipped and those that have not yet been shipped but 
for which we have money. Most of that money is obligated; some of it 
is not yet obligated, but may be obligated by the end of the fiscal 
year; and then ‘there is a small carr yover of unobligated funds beyond 
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the fiscal year and this carryover would also be shown in this second 
column. 

Mr. Vorys. I have one other question or comment, Mr. Chairman : 

You have used the words in this chart “Charged to appropriation. 

I imagine that is simply so as to get away from using words like 
“obligated,” “allocated,” and so forth, but this is charged in one form 
or another in your offices to this appropriation. 

Is that not right ? 

Mr. Woop. That is correct. It is to distinguish it from the excess 
which is not charged to the appropriation, 

Mr. Carnanan. The March 31 date then, really applies to the 
“shipped” and not to the “to be shipped.” ‘To be shipped” would 
be the entire appropriation to be used up to the end of the fiscal year, 
perhaps, which would be the chop-off date on “to be shipped” ¢ 

Gieneral Srewarr. We hope there is no chop-off date. Each year 
we make a program. We do not get it shipped before we come up 
asking for money for the next year. 

The total on approved programs, which is fiscal years 1950-53, is 
added together. 

“To be shipped” plus “shipped” equals those four programs. We 
are busily trying to ship it. So far, this is all we have shipped of 
those partic ular items to that particular country. 

Mr. Carnanan. Then we are only to apply the March 31 to the 
“shipped” part, that which has been shippe “1, and the March 31, has 
nothing to do with the “to be shipped” ¢ 

General Srewarr. It depends on how you regard it, sir. It is 
either way. 

We had a total approved program. We had shipped so much by a 
given date. 

Mr. Carnanan. That is the beginning date of the “to be shipped” 
and it is the ending date of the “shipped” ¢ 

General Srewart. That is correct. 

Mr. Harkrison. This is awfully discouraging to me. I certainly 
hope you will be able to do something to shorten the lead time that 
those figures show. 

In the first place, nobody in here that I know of is interested in a 
paper defense. ‘That is the first thing. 

Secondly, figures like that make it awfully hard for those of us who 
want to see that you get the equipment you need, to get these appro- 
priations through, because they say with a great deal of force, that 
there is no possibility of your spending any more money for years 
to come. 

Here you have a 4-year program and for the Army you have spent 
what the chart shows. 

Mr. Zastockt. The sad part about it is that some of us want to 
reauthorize and reappropriate the money that you have left over 

Mr. Woop. Then you would not get the equipment which has been 
ordered with these funds? 

Mr. Zasxockt. Exactly, but there are many of us who do not under 
stand that. 

Mr. Woop. That is another fact of life. These funds represent 
equipment to be shipped, needed and required, and the new request 
is for other and further equipment needed to be put into production. 

33064—53——36 
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If you chop off the funds that are obligated or that are to be obli- 
gated for equipment that is needed, then you would not get that 
equipment. 

Mr. Carnanan. And it is material and equipment for which an 
appropriation has already been made. 

Mr. Woop. That is correct, sir. 

Mr. Harrison. But you have difficulty answering the argument. 
They say, “What is the use giving them more. They are five or six 
hundred million dollars behind on that item alone.” 

Mr. Woop. Behind in deliveries, not behind in ordering in most 
cases, and we estimate very little behind at the end of the fiscal year 
in ordering. 

Mr. Harrison. It seems to me that is the greatest problem the de- 
fense of this country has. 

General Srewarr. I have a chart on deliveries in response to a 
question posed by the committee. 

I can show that at this time, if you want me to. The services have 
agreed to this chart, and it is being distributed to you. I will go 
over it for you. 

(The classified chart shown is entitled “Statement of the Estimated 
Completion Dates of the Fiscal Years 1950-53 and Fiscal Year 1954 
MDA Materiel Programs.”) 

General Stewart. This has to be based on certain assumptions, 

(Discussion off the record.) 

General Srewarr. Currently projected production and _ rebuilt 
schedules will be maintained. 

The last assumption was that the recipient countries unit activation 
schedules will permit receipt and utilization of equipment. 

With those three assumptions, we say that at the end of calendar 
year 1952—using the fiscal years 1950-53 programs—there was 30 
percent delivered overall. The other day, I told the committee it 
was about 3314. 

The statisticians, when they figured it out—I was counting money— 
and they figured this one out. This is for the Army. 

I beg your pardon. This is for the Army. I am speaking here 
of the Army program at this particular moment. 

At the end of calendar year 1953, 74 percent of the current program 
will have been delivered and 4 percent of the program we are asking 
you for right now. 

At the end of 1954, 93 percent of the 1950-53 program will have 
been delivered, and 36 percent of the 1954 program—lI am still speak- 
ing of Army. 

At the end of 1955, 100 percent of the 1950-53 program will have 
been delivered, and 92 percent of the fiscal year 1954 program. 

At the end of 1956, 100 percent of the 1954 program will have been 
delivered in Army materiel. 

The same data for the Navy and the Air Force appears on your 
copies. That is our official prediction of deliveries. 

Mr. Javirs. I notice you do not have fiscal year 1954 under Air 
Force. 

General Srewart. They have it here, sir. This is the way they 
presented it. 

If there are no questions, I will go back to the country charts, 
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Mr. Harrison. How much of your 1951 program is undelivered ? 

General Stewart. About a year and a half ago, a directive was 
issued which permitted the services to consolidate their programs be- 
cause it was a terrific burden to keep each one separate. 

We can answer that, sir, in terms of money value. 

In other words, the value of the program was so much and we 
know how much we have delivered. I have not got it at my finger- 
tips, but I can get it very easily. 

Mr. Harrison. Seventy-five percent ? 

General Stewart. The 1950 program was a very small program. 

Mr. Harrison. The 1951 program ? 

General Stewart. I can get it for you, sir. It is impossible to have 
this in every form at your fingertips. 

(The information requested is as follows :) 

Air Force.—Sixty percent. 

Navy—Seventy percent. 

Army.—There is no fiscal year 1950 or fiscal year 1951 MDA program identi- 
fiable separately as such. Each fiscal year program is combined with those of 
previous years. No accounting is maintained as to accomplishment against the 
fiscal year increments, but rather the records are kept to reflect progress as 
measured against the entire existing program. However, it is possible to estimate 
progress in terms of dollar values delivered as compared to the fiscal year 
increment values. It must be borne in mind that these comparisons are not 
fully accurate; that is, total deliveries include some items programed in later 
years while items programed in earlier years are not fully shipped. 

Following is a tabulation showing program values and percentages shipped 
as of March 31, 1953; values are in millions of dollars and include value of 
excess, but exclude cost of repair and rehabilitation of the latter: 


Program Shipped as of Percent 
| value | Mar, 31, 195% — 


Fiscal year 1950 
Fiscal year 1951 ebsiides . ~~ 
PEE FEET POON Eoccccecccccecccesncuqsupesianpeatesecs a 3, 564 


! Total 1 shipped against all programs fiscal year 1950-53 as of Mar. 31, 1953 


General Srewarr. I would like to state that my statisticians tell 
me that if you add those up and divide by three, they do not come out 
the same because they are entirely different-sized programs. 

Chairman Cnikauiena What is the wish of the committee? 

How long do you want to go? 

Mr. Woop. We were going to follow this, Mr. Chairman, with Dr. 
FitzGerald’s presentation of the defense financ ing over and above the 
military end items. 

That could be done very briefly if you have the time, and we might 
finish up the United Kingdom so that, when we start again, we can 
begin with the next country. 

However, we will do whatever you wish. 

Mr. Vorys. What would it be that the Army would get for that 
4 percent ? 

Mr. Woop. I think you will find it is electronic fire-control equip- 
ment. This complicated radar fire director stuff. It is very slow 
coming in. 

Mr. Zasiockt. You have one here at zero that is even slower in 
coming out. 
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General Stewart. That is in the 1954 program in the Navy; yes, 
sir, That is at the end of calendar year 1953, we will have deliverd 
none of the 1954 program. 

We have similar charts for every country. 

Chairman Cuirerrrerp. I want to say this, General. 

I think you have done a tremendous job in getting this material 
since last Friday for this committee and we appreciate it very much. 
I just cannot understand how you could get all these things together 
that you have furnished us in that time. 

You have been more than responsive to what we have asked for 
and we appreciate it. I think I speak for the entire committee when 
I say that. 

General Srewarr. You are very kind, sir. 

We actually had the information. We simply did not have it in 
the form you wished it. 

Mr. Vorys. Wait a minute. Can I go back to that 4 percent? 

That is stuff that we buy out of the new money. I thought it was 
slow deliveries, but that is awfully fast delivery Four percent you 
are going to deliver of the new money ? 

General Srewarr. That is right. That will be stuff we get off the 
shelf from stocks. 

L took the liberty of bringing one representative from each service. 


STATEMENT OF COL. J. B. CORBETT, CHIEF, FOREIGN MILITARY AID 
BRANCH, OFFICE OF THE ASSISTANT CHIEF OF STAFF, G-4 


Colonel Corserr. There are some items of maintenance for example 
which are in stock and which could be delivered immediately. 

After we had gone over a number of these programs, we had found 
from experience that you will get 4 percent of your program delivered 
the first year; 32 percent the second, and 56 percent the third and 
ending up with 8 percent in the fourth year. 

It is a statistical analysis of all the programs we have had so far 
to date. 

Chairman Cutrerrievp. Are there further questions at this time? 

If not, I believe we will adjourn until 10: 30 tomorrow morning. 

( aa at 4:37 p. m., the committee recessed to reconvene at 
10:30 a. m. Friday, May 22, 1953.) 
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FRIDAY, MAY 22, 1953 


House or RepreseNTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D.C. 

The committee met in executive session pursuant to call in room G-3, 
United States Capitol, at 10:45 a. m., Mrs. Frances P. Bolton (presid- 
ing). 

Mrs. Botton. The committee will be in order. 

The committee will continue to hear testimony of witnesses regard- 
ing the Mutual Security Act of 1953. 

Mrs. Church has asked that a question be transmitted to the mili- 
tary [reading]: 

Are the Navy’s carriers expected to be a substitute for strategic airpower? As 
long as we have abandoned the hope of being able to maintain air superiority 
in Europe, will we formally abandon the 3 years’ work we have put into creating 
NATO, or will we continue to keep up a pretense? 

I would like to ask who says we have abandoned it and who says it 
is a pretense ¢ 


This comes out of the budget questioning of Mr. Wilson yesterday 
in the Senate. 


FURTHER STATEMENT OF HON. C. TYLER WOOD, DEPUTY TO THE 
DIRECTOR FOR MUTUAL SECURITY 


Mr. Woop. Mrs. Bolton, I would think there is no one here who is 
sufficiently familiar with this particular problem to answer it. I have 
myself heard nothing which would indicate that we have abandoned 
that or that the word “pretense” is properly applied to this situation. 

Mrs. Bourton. You pass it on to the Army. 

Also this: 

What part did the Joint Chiefs of Staff play in preparing the new defense 
budget which cuts out $5 billion in new money requests and $2.3 billion in actual 
spending in the year starting July 1? Did the Joint Chiefs approve the budget 
cuts? 

Those are questions that we should have answered in our testimony 
if we do not already have those answers. 

Mr. Woop. I know General Bradley answered those questions 
specifically in the Senate testimony. I did not hear General Bradley 
in his testimony before this committee and therefore do not know that 
he did answer it. 

Mrs. Bouton. If we could have a very thorough reply made to it, 
we would appreciate it. 

Thank you very much. 
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Mrs. Bouron. Mr. FitzGerald is here to tell us about the problems 
that come within his responsibility. 

Mr. Gorpon. Possibly the staff would inform us whether those ques- 
tions referred to were already answered by General Bradley. I think 
there was something like that. 

Mrs. Borron. If the staff does not have that, will you secure it, 
please / 

Mr. Woop. Dr. FitzGerald will round out the picture for the United 
Kingdom by describing the economic situation there and the assistance 
which we propose for the United Kingdom in the form of defense 
financing and defense support. 


STATEMENT OF HON. D. A. FITZGERALD, DEPUTY TO THE DIRECTOR 
FOR MUTUAL SECURITY 


Mr. FrrzGeratp. I will refer to the tables entitled “Status of the 
Proposed MSA Programs.” 

There is a table for each country and I would appreciate it if you 
would turn to the table headed “United Kingdom.” 

You will see summarized there the same form. 

Mr. Woop. The second chart from the last is the one referred to. 

(A classified chart was referred to entitled, “Status of the Present 
and Proposed MSA Programs as of March 31, 1953 (In Millions of 
Dollars), United Kingdom.”) 

Mr. FrrzGrraup. For the United Kingdom, shipments through 
March 31, 1953 have amounted to $3,314,800,000. 

Mrs. Borron. Does that mean shipments from here? 

Mr. FrrzGeratp. Shipments from all sources, about 50 percent of 
which in recent years were from the United States. 

Mrs. Boiron. May I ask what the other sources are ? 

Mr. FrrzGeratp. The other sources are primarily Canada and Latin 
America. Other dollar sources of supply. There is some Middle 
East petroleum in some of the earlier figures where it was paid for 
in dollars. 

Mr. Woop. I may say for the record, Madam Chairman, that we 
have available what we call our Paid Shipments Booklet. Copies are 
also available for the members. It shows in great detail the com- 
modities which have been shipped to each country and the sources 
from which these commodities have been shipped. It is in such detail 
that it is impossible to put it all on a chart or a short table. However, 
I call it to your attention since it contains, I believe, the answer to any 
question on this particular subject which would occur to anyone. 

Mrs. Borron. Does it indicate from what ports that Middle East 
oil came and from what sources? 

Mr. Woop. No, it does not, Mrs. Bolton. As to sources, it contains 
data as to the countries from which a commodity comes but not on 
the specific ports from which it was shipped. 

Mrs. Bouton. Do we get oil from the Haifa refinery? That is not 
really going yet, is it? 

Mr. FrrzGrraup. That is right. 

Mrs. Bouron. Where do we get it from? 

Mr. FrrzGrratp. Earlier, one of the ports was Abadan. That was 
before the port refinery was closed. We have not, of course, financed 
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any petroleum from the Middle East for the last 18 months, approxi- 
mately. 

Mrs. Bouron. This is all back stuff ? 

Mr. FrrzGrrarp. This is all back stuff. 

Mrs. Boron. Very well. I am sorry to have interrupted you. 

Mr. FrrzGrravp. The program still to be shipped—that is shipped 
after the 31st of March 1953 is $270,100,000 for the United Kingdom. 
The major items in that pipeline are shown to be nonferrous metals 
and products and machinery and vehicles. 

The request for 1954 is shown in the final item on this table, a pro- 
posed $200 million, half of which would be used for a special program 
in the United Kingdom. 

May I make one other comment about these figures: These ship- 
ments are based upon payments by the MSA controller. Those pay- 
ments are made after documentation is received by the controller, in- 
cluding ocean bills of lading. It is usually 1 to 6 weeks between the 
time of the actual loading and receipt of the ocean bill of lading by 
the controller, and audit by the controller, so that shipments, actual 
physical shipment, as of the 3ist of March have slightly exceeded the 
figures shown here by virtue of the 1 to 6 weeks’ lag in the flow of 
paper from the time of shipment until the time of payment. 

Mr. FrrzGerap. I would like to now turn to two charts which are 
in your folder on the subject. 

(Two classified charts were referred to as follows: “United King- 
dom—Defense Expenditures” and “Status of Materiel and Training 
Programs, United Kingdom, Materiel Program (Millions of Dol- 
lars).’’) 

Mrs. Ketty. Are these vehicles, trucks, or what are they ? 

Mr. FrrzGeraup. Those are some trucks. Early in the program 
there were some trucks. Mostly they are earth-moving equipment of 
various and sundry kinds. 

Mrs. Ketxy. This is a different type of vehicle than that procured 
in the offshore procurement. 

Mr. FrrzGrraup. This is civilian vehicles. Entirely civilian 
vehicles. 

Mrs. Bouron. Is the Paid Shipments booklet distributed ¢ 

Mr. Woop. I am not sure we have enough copies for each member, 
but we will furnishthem. I think there were about 8 or 10 here yester- 
day and we are sending up some more. 

Mrs. Bowron. Will you continue, Mr. FitzGerald, with the charts. 

Mr. FirzGrravp. I should like to turn now briefly to the charts and 
in doing so, to recall to the committee’s mind that questions were 
asked both yesterday and earlier in the session and meetings of this 
committee, about the defense expenditures of the United Kingdom, 
particularly in relation to the end-item assistance from the United 
States. 

These charts here—copies of which are in the folders you have 
before you—will give you considerable information on detail. 

You will remember that the question was raised about the relative 
size of the end-item assistance to the United Kingdom, and the United 
Kingdom’s own effort in military materiel. 

This chart here shows for the last 5 years the United Kingdom’s de- 
fense expenditures for major materiel categories. In 1950 the ex- 
penditures amounted to just over half a billion dollars. 
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Mr. Woon. That is not the total, is it ? 

Mr. FrrzGeratp. That is the major materiel and relates to the 
major materiel shown in the other chart submitted by the Defense 
Department. 

By 1953 major materiel expenditures are estimated to rise to about 
$1.8 billion, and to about $1.9 billion for fiscal year 1954. 

It is broken down in fiscal year 1954 into aircraft, ships, ammuni- 
tion, and explosives, noncombat vehicles, and all other. 

These defense expenditures for major materiel, of course, were only 
a portion of the total defense expenditures of the United Kingdom, as 
would be the case in all other European countries. The proportion 
is shown roughly by this bar in the left-hand chart, where in addition 
to major materiel costs you have pe rsonnel, operations, construction, 
and other expenditures. In the United Kingdom for fiscal year 1953 
we estimated total defense expenditures of ‘the United Kingdom at 
about $5.1 billion, and for 1954 estimated about $5.2 billion. 

(A classified chart was dered to entitled “United Kingdom—Mu- 
tual Defense Financing, Central Government Finances.) 

Mr. FrrzGerarp. The central government finances are shown on the 
right-hand side of the succeeding chart. The defense expenditures 
are shown in black on the left-hand side of the bars. That is the same 
as on the left-hand side of the previous chart. As you will see, de- 
fense expenditures have become an increasing proportion of the total 
government budget and total government expenditures. The balance 
of the expenditures—nonmilitary expenditures—are shown in the 
green part of the bar here, and you will find the actual figures in the 
country tables in your book entitled “Statistics for Europe. 2 

Receipts are shown in the bar, in the parallel bar, for the United 
Kingdom, and receipts exceeded expenditures in 1950 and 1951. Since 
that time, the United Kingdom has run a deficit in its budget. 

The top small red-hatched portion of the “Receipts” bar indicates 
counterpart in each one of those 5 years. As you will see, counterpart 
constitutes only a very small proportion of the total available resources 
of the United Kingdom Central Government, but do, of course, help to 
contribute to the aggregate volume of United Kingdom expenditures. 

The left-hand part of this chart shows the relation between the fiscal 
year 1953 and the fiscal year 1954 programs for the United Kingdom. 
This is on the basis of obligations rather than of expenditures. The 
table you looked at earlier was on the basis of expenditures to date and, 
of course, fiscal year 1954 is shown on a proposed utilization or obliga- 
tion basis. 

In fiscal year 1953, aid to the United Kingdom through the Mutual 
Security Agency will amount to $409 million. That is to be obligated 
as shown by the brown bars in this chart. The recommended pro- 
gram for fiscal year 1954 is $200 million. That is a reduction of 
about half. It is to be used illustratively as shown by the blue bars in 
this left-hand part of the chart. 

There is $100 million for agricultural commodities, and $100 million 
for aircraft production in the United Kingdom, an item which is 
specifically provided for in the proposed legislation. 

We had shown you earlier the matter of expenditures compared to 
receipts and the gross national product and the general effort the 
United Kingdom has made on its own in connection with our mutual 
defense effort. 
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Mr. Woop. Madam Chairman, may I point up two things which I 
think are significant and which may interest the committee. 

First of all, I want to call attention to certain aspects of the pro- 
eram for 1954 which are set forth on that chart. 

Dr. FitzGerald pointed out that $100 million of the $200 million 
is proposed for certain agricultural commodities and mentioned that 
this was illustrative. It is illustrative insofar as the prognostic 
indications relate to individual items like cotton and so forth. It is, 
however, clearly understood that the financing of commodities in 
the form of defense support for the United Kingdom in fiscal year 
1954 will be confined to those commodities—namely, wheat, corn, 
cotton, and lard. This is an attempt to join together, and marry, the 
requirements of the British for those items, on the one hand, and, on 
the other hand, the fact that these particular commodities are, and 
are expected to be, in rather extensive supply in this country. 

This is a somewhat different arrangement than we have previously 
had with respect to defense support in the United Kingdom. In the 
past, we have given plans as to the total amount of aid proposed 
together with what we have called a “shopping list of commodities.” 
We have never before given such a clear-cut determination of the 
exact commodities that would be provided as defense support cate- 
gory. Therefore, in this respect, the program proposed is very 
different from the past programs. 

As I said, it is an attempt to bring together a need, on the one hand, 
for specific commodities and an abundant supply of those commodities 
in this country. 

Mr. Borron. Mrs. Kelly—— 

Mrs. Kerry. Mrs. Bolton, I read in this morning’s paper that there 
had been a release of the country reports by the administration and 
they highly recommended cutting out all economic support. 

Is this economic support ? 

Mr. Woon. Mrs. Kelly, those reports did not recommend the cutting 
out of economic support in all cases. They did recommend, in the 
case of some countries, that no further economic support should be 
given and, as a matter of fact, there are now a great many countries, 
particularly in the European area, where the only assistance will be 
in the form of military end items and training. I can give the com- 
mittee a list. As we presently see the situation, Belgium, Luxem- 
bourg, Portugal, Iceland, Ireland, Norway, Denmark, the Nether- 
lands, and certain other countries—I have not named them all, I 
believe—will not require further defense support in fiscal year 1954. 

T think the account in the newspapers gave the impression that 
these teams recommended that no support in a form other than mili- 
tary end items and training should be given to any country. If that 
is so, the impression given by that account is erroneous as T think 
you will see if you look over these reports. 

Mrs. Kerry. I have looked over those reports and I have read them 
carefully. 

However, are there any other countries where defense support or 
economic aid is going to be given? 

Mr. Woon. Yes, Austria is one case where there is no military estab- 
lishment as you know. 

I might say to you—I believe this is correct, Mr. Kelly—that in 
the case we are now discussing—namely the United Kingdom—I be- 
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lieve the evaluation team recommended support in the form of defense 
support or this special defense financing, of $250 million. We have 
now cut that recommendation to $200 million. 

Mrs. Keiiy. That was offshore procurement, was it not? 

Mr. Woop. No, that was not offshore procurement. That was 
special defense financing of the kind we have here, in addition to the 
military end item and offshore- procurement program. 

Mrs. Kerry. I want to make it clear that defense support-offshore 
procurement is economic aid regardless of what it is called. 

Mr. Harrison. I assume that Great Britain has put more than $100 
million into aircraft production on their own. 

Mr. Woop. That is correct. I was coming to that point. Perhaps 
I will have answered your question when I discuss it. 

Mr. Harrison. Assuming that this committee agrees with you that 

$200 million should be put into that program for the fiscal year 1954, 
whe at would be the objection to earmarking—instead of $100 million 
for aircraft production, $200 million for aircraft production and 
let Great Britain buy its own grain and lard, and so forth? Would 
it not be the same thing as a practical matter ¢ 

Mr. Woop. The reason we have done it this way, sir, is that by this 
means we can be certain that lard, bread grains, the cotton, will in 
fact be bought in these amounts from this country. 

If we did it your way, we would have no control over their use of 
these funds, and as I said earlier, we are particularly desirous of 
marrying the excess supply of these items which we do have with the 
requirements of the British. 

Mr. Harrison. All right, I will put it another way, then: Suppose 
we could say we authorize $100 million without strings for aircraft 
production and an additional $100 million provided that British pur- 
chase $100 million worth of these things. 

Mr. Woop. If I understand you, sir, your last suggestion is essen- 
tially what we are suggesting here. I may have misunderstood you. 

Dr. FitzGerald is our real expert on these things. Could I ask him 
to add to my comment on this subject? 

Mr. FrrzGeravp. There is one other reason for this arrangement 
and that is the timing of the dollars or the dollar assistance which the 
United Kingdom will get. If we undertook to buy more than $100 
million worth of planes, they would not get the dollar resource in 
1954 when they need it for balance of payments reasons. By this com- 
bination of aircraft ordering now for delivery as the planes come off 
the line, and making the $100 million available for commodities, it 
helps to balance their dollar position this year and they are in a very 
tight dollar position. That is an additional reason for putting as 
much as $100 million into commodities this year, directly. 

Mr. Merrow. In this report of the Mutual Security Agency evalua- 
tion teams it states, “The Mutual Security Agency in the United King- 
dom is recommending $250 million as direct aid for the United States 
fiscal year 1953-54, and no direct economic aid thereafter.” 

Now, you cut that to $200 million, did you not ? 

Mr. Woon. That is right. 

Mr. Merrow. Then, it goes on to state: “We are in agreement with 
the amount of $250 million although we believe all or part of it could 
be handled through offshore procurement. 

Mr. Woop. Yes. 
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Mr. Merrow. Is it the thinking that if we give this $200 million 
in economic aid now, that it will be cut off thereafter ? 

Mr. Woop. That is the present estimate, Mr. Merrow. One is hum- 
ble when he speaks of the future in this changing world, but that is 
our best present estimate. 

Mr. Spier Can this defense support be considered in the same 
category as the developmental aid for point 4¢ There seems to me 
to be an analogy here. We are using this defense support for our 
military. We have in addition developmental aid and it is all economic 
support—both categories. 

Mr. Woop. Yes. The purpose of it is somewhat different. “Defense 
support” takes the form, as in the case of the $100 million for wheat, 
cotton, and other things—of commodities which are made available 
and financed by the appropriation which you make. It is very clear 
that unless it were given, the defense effort of the country itself would 
be reduced, probably by a multiplied amount, because resources would 
have to go into manufacture for export in order to earn the foreign 
exchange to purchase these things and those resources would come out 
of the defense spending or defense production ‘of the country con- 
cerned. 

Now, in the case of point 4, the economic and technical assistance 
for development does not relate directly to defense efforts of the coun- 
tries involved. In fact, many of these countries are not spending 
much on defense and have very small defense establishments, gener- 
ally confined to the maintenance of internal security. Therefore, there 
is a very real difference, Mr. Merrow, between defense support of this 
nature given to the United Kingdom, on the one hand, and, on the 


other hand, economic and technical assistance which is given, let us 
say, to one of the countries of the Middle East or to Indonesia. 

Mr. Merrow. I realize there is a great difference, but is it fair to say 
that both of them can be described as economic aid but for different 
I a ¢ 


Mr. Woop. I think it is fair to say that. One is aid in the form of 
financing goods and services, the other is the aid in the form of financ- 
ing goods and services, and therefore, in that sense, they are both 
economic aid. The purpose and result of one are very different from 
the purpose and result of the other. 

Mr. Merrow. What is the figure on the overall defense support in 
Europe? That has probably been given has it not? 

Mr. Woop. The overall defense support figure for Europe is $300 
million. Of this amount the United Kingdom will be getting $100 
million. I can read off the amounts which the other countries get. 

Mr. Merrow. I thought that was $200 million to the United 
Kingdom. 

Mr. Woop. The defense support is $100 million and then the special 
airplane financing is special defense financing. 

Mr. Merrow. I understand. 

Mr. Woop. Now, I did want to take that up in response to Mr. Har- 
rison’s question. 

Mr. Merrow. Excuse me for interrupting, but $300 million is the 
overall defense support in Europe? 

Mr. Woop. In the title I area; that is in Europe. It includes de- 
fense support for both Greece and Turkey which, as the committee 
will remember, are in the title I area, insofar as nondirect military aid 
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is concerned, but in the title II area, insofar as military end items are 
concerned. 

Mr. Carnanan. Is counterpart generated by the defense support ? 

Mr. Woop. It is, sir. I believe counterpart is generated by all the 
items here listed as “defense support” with one slight exception. 
When we give technical assistance, counterpart may, under the legis- 
lation, be waived for certain categories of such assistance. Generally, 
however, all the defense support generates counterpart. 

Mr. Merrow. Am I correct that $300 million for “defense support” 
includes the $200 million for Great Britain ? 

Mr. Woop. It includes $100 million of the $200 million for Great 

sritain. 

Mr. Merrow. Then there is $400 million overall ? 

Mr. Woop. No. We have distinguished between “defense support.” 

I have defined it—namely, the financing of commodity export to 
these countries in order to support their defense effort—and special 
financing of defense production, of which the other $100 million for 
the United Kingdom is an example. We call the latter ‘ ‘special de- 
fense financing,” to distinguish it from “defense support.” 

Defense support covers the import of civilian-type commodities. 
Special defense financing involves the direct financing of the defense 

production in the assisted country. It is dollars made available to 
that country in consideration of its undertaking to produce specifically 
defined military items. 

I am sorry to take so much time on this, but this is an important 
thing, Mr. Chairman. 

The two are similar in some of their effects. For example, both 
have a very real bearing on the balance-of-payments situation in the 
country concerned. When we finance the import of cotton into Great 
Britain, we provide, out of the appropriations you make available, the 
dollars required to pay the American producer or trader in that cotton 
for that cotton. In that sense, it relieves the British balance of pay- 
ments by the amount of the cotton we finance. 

On the other hand, when we finance British aircraft produc tion 
to the extent of $100 million, we also turn dollars over to the United 
Kingdom. In the latter case the dollars are not directly programed 
with our consent through procurement authorizations for any par- 
ticular commodities. They go to the United Kingdom, which can 
then use those dollars to buy in the dollar area whatever it sees fit 
and needs. In their effect on the balance of payments of the United 
Kingdom, these two types of aid transactions are the same. 

B Joth forms of aid also assist the United Kingdom in dealing with 
its internal budgetary problems. In the case of defense support, 
counterpart is put up. That counterpart, or 90 percent of it, is used 
for pound expenditures approved by us in the United Kingdom. 

Similarly, when $100 million is paid into the economy of Great 
Britain for the special aircraft-production program, that also has 
the effect of aiding the British in their internal budgetary problem. 
The form is different and the effect in its relationship to military 
production is also different. 

In other words, the spevial defense financing is directly hinged to 
an undertaking by the British to produce specifically named items of 
military materiel. It is paid over to the British only as they meet their 
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contract so to do, so that the $100 million is related then directly to 
specific production of military items by the British. 

Now, to round this out, let me point out the reason for handling 
the aid in this fashion. In examining the British situation we came 
out with the conclusion that, after taking account of the military 
end items, we propose to deliver to the British out of the military 
end-items appropriations and the dollar receipts resulting from the 
offshore procurement which we will perform, or which we estimate we 
will perform in the United Kingdom—and that offshore procure- 
ment is carried on through our own procurement officers who actually 
make contracts in the United Kingdom—the British could not carry 
on the level of defense effort and expenditures that of which they 
are capable without this further help of $200 million. We deter- 
mined that the form in which that assistance could be given most 
effectively would be (1) by giving them $100 million worth | of defense 
support in the form of agric ultural commodities, and (2) by paying 
them $100 million for the production of aircraft which they other- 
wise would not be able to make. The result, then, is that all these 
things put together make it possible for the British to carry on the 
level of defense effort and expenditures which Dr. FitzGerald has 
shown you as forecast. 

Mr. Merrow. Do we have three categories, then? I would like to 
get this clear: We have the direct military aid, the defense fianancing, 
and then the economic aid in addition ? 

Mr. Woop. Or defense support. 

Mr. Merrow. You have defense financing and defense support as 
two separate categories ¢ 

Mr. Woop. That is correct. 

I do want to make it clear that the economic effects on the balance 
of payments and budgetary situation of the recipient country are the 
same, whether you do it in the form of defense support or in the form 
of defense financing. Asa matter of fact, although I hate to confuse 
the issue further, it is true that all forms of our aid, military end 
items included, do in fact constitute a transfer of resources from the 
United States to the recipient country and, in that respect, assist them 
in carrying the burden of their defense effort. 

Actually you could say that from that standpoint, military end- 
item aid, special defense financing, and defense support all have the 
same effect. 

The form is different. 

Mr. Merrow (presiding). Mr. Zablocki. 

Mr. Zas.ocki. Any agricultural products transferred from our 
agricultural surplus are listed under defense financing, are the *y not! 

Mr. Woop. No; they are listed under “De fense support,” Mr. 
Zablocki. ‘The $100 million of special agricultural products is listed 
in the table which has been placed before you under “Defense support.” 

Mr. ZasLockt. How is the bookkeeping h: andled here in this coun 
try as far as the Commodity Credit Corporation is concerned? Who 
is it charged against? 

Mr. Woop. It is charged against our appropriation on the basis of 
the Whitten amendment which was put into our appropriation legis- 
lation last year. 

That is correct, is it not, Dr. FitzGerald? 
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Mr. FirzGeravp. It is charged against our appropriation in any 
event. 

In the case of last year the prices at which it was charged against 
our appropriation were established by the Whitten amendment to 
which you make reference. 

Mr. Merrow. These totals here are $300 million for “Defense sup- 
port” and “Special defense financing,” $200 million. That means the 
total is $500 million in addition to the “Mutual defense materiel and 
training.” 

Mr. Woop. That is correct, sir. 

Mr. Merrow. Now, is it that the $500 million could be considered 
as economic support / 

Mr. Woop. That could. It has the effect of economic support. In 
the case of defense financing, it is linked to producing military items 
and in the case of defense support it takes the form of financ ing im- 
ports of commodities. 

Mr. Merrow (presiding). Mr. Harrison. 

Mr. Harrison. It is something over $1 billion in this field that is 
really economic support under a fancy name, is that not true# That 
is $450 million under title IV, and about $700 million under title J1. 

Mr. Woop. The total of “Special defense financing,” Mr. Harrison, 
as shown in the summary table that has been laid before you, labeled 
“1954 Authorization Requests by Country, Summary, All Titles,” is 
shown as $600 million. 

Mr. Harrison. I do not know what paper you have, but I have the 
one in this little pamphlet on page 10, table III. 

Mr. Woop. That is the basic-data book; yes, sir. 

Mr. Harrison. It is the basic-data book. I look at title II, which is 
$995 million, of which, however, $300 million—no; it is more than 
that. I am mistaken. 

In other words, the $300 million under title II and the $453 mil- 
lion 

Mr. Woop. Chapter 2? 

Mr. Harrison. That is right. [Continues:] And $453 million plus, 
under chapter 4, are not directly related to defense ; is that not correct ? 

Mr. Woop. I am not sure I follow you. 

Mr. Harrison. I have item A. 

Mr. Woop. That is defense support, $300 million in chapter 2. Item 
B is this special defense financing. 

Mr. Harrison. That is directed to defense. 

Mr. Woop. Yes. 

Mr. Harrtson. Out of the $300 million under item A, chapter 2, 
and all of the $453 million under chapter 4 over on the next page? 

Mr. Woop. No, sir. You will note that in chapter 4, it is “Mutual 
development and technical progress.” 

The word “defense” does not appear in there. 

Mr. Harrison. That $750 million plus the one hundred and some 
million under chapter 5 have no direct relation to defense. 

Mr. Woop. No, sir. That is not the case, if I understand your ques- 
tion correctly. The $300 million for defense support and economic 
aid in Europe, except for small amounts such as those for Austria 
where there is no defense establishment and, I think, the illustrative 
$15 million program for Berlin refugees, has a very direct relation- 
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ship to the ability of the countries concerned to build up and maintain 
their defense efforts. 

That is also true in the case of the $95 million shown under item D 
in chapter 2, for defense support in Formosa and Indochina. 

In the case of the two items of $100 million each in items B and C, 
under chapter 2, those are directly tied to military production and 
therefore they have a ver y real rel: ationship to the defense effort. 

In the case of the $400 million in item E, that again is directly tied 
to the provision of military materiel and therefore has a direct’ bear- 
ing on the defense efforts. 

Now, if you move to chapter 4, where we have the “Mutual develop- 
ment and technical progress” request, that consists of technical as- 
sistance of the point 4 type, plus special economic assistance to a num- 
ber of underdeveloped areas such as India, Pakistan, Iran, and so 
forth. Such assistance has no direct relationship to the defense ef- 
fort. There is, of course, a very real relationship between this aid 
and the security of the areas to which it will be extended because if 
these programs were not carried out, the internal situation in these 
countries might well deteriorate in such a way as to create a real se- 
curity problem. 

Mr. Harrison. Possibly I would have phrased my question better 
if I had said that the $300 million in item A of chapter 2, and the $453 
million in chapter 4, are nonmilitary expenditures. 

Mr. Woop. Are expenditures in the form of nonmilitary items; 
that is correct, sir. 

Now I have taken as much time as IL have on this problem partly 
because I think it will save time later when we come to France. It 
is particularly in the United Kingdom and in France that we face 
the kind of problem that we are trying to deal with by the means I 
have been describing. Broadly stated it is the problem of two coun- 
tries which, even with all the military end-item aid which we are pro- 
viding and all the offshore procurement contracts which we think it 
is feasible to place in them, will not be able to carry the burden of 
their defense effort without additional assistance in the form either 
of defense support—the import of commodities and their financing 
by us—or of special defense financing. 

I will not at the moment describe the details of special defense 
financing as it applies to France. I will save that story if I may, 
until we come to Fr rance in our presentation. 

Mr. Merrow. In the overall figure, Mr. Harrison is correct in say- 
ing that there is over $1 billion of economic aid of one sort or another. 
is he not? 

Mr. Woon. Yes. 

Mr. Merrow. It looks like it might be over this figure. Here we 
have defense support, $395 million, and technical progress and devel- 
opment, $153 million; special defense financing, $600 million; special 
economic assistance, $405 million. 

Mr. Woop. And the total of those is in the next totals column here: 
“Total, other assistance.” 

That means the total of all forms of assistance other than military 
end-item and training assistance. It is $1,554,209,500 and it includes 
as is indicated on this table: (1) “Defense support” which I have 
described; (2) “Special defense financing” which I have also de- 
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scribed; (3) the “Regular technical progress and development,” and 
so forth. We have tried through this terminology and by separating 
out the items in this fashion to show which of them do have a direct 
or close relationship to actual defense production and expenditures 
and which of them have primarily an economic, though, incidentally, 
a security effect. 

Mr. Burueson. Is it not correct, Mr. Wood, that powder and other 
explosives will be manufactured from some of the cotton fats and oils 
and so forth—which would appear to be purely economic, unless 
that fact is remembered ? 

Mr. Woop. To some extent that will be true of this defense support. 
In other cases, however, it cannot be traced into a munitions factory. 
It constitutes rather, the provision of resources which the country 
needs and, if those resources were not possible, the country would have 
to reduce its defense production in order to manufacture goods for 
export in order to get those things. 

Therefore, the final effect of this aid is to permit a higher defense 
effort and larger defense expenditures than would otherwise be 
possible. 

Mr. Burieson. Well, the idea is that funds from this program are 
not used for buying agricultural products because they are surplus. 

I would want the record to be plain on that. 

Mr. Woop. That is plain, but I testified before you came.in, Mr. 
Burleson, that that element does enter into the form of this. In other 
words, what we are trying to say is this: If the British need something 
and we have an abundant supply of that particular thing, it is desir- 
able to have the form in which we transfer resources take account of 
those two factors. 

Mr. Merrow (presiding). Mr. Zablocki. 

Mr. Zasvocki. I would like to point out that if the British would 
buy cotton fats and oils elsewhere for less, they could get more. How- 
eve, we want to get rid of our surplus; further, the reason it is put in 
here is to get the agricultural vote for the MSA program as well as 
the oil vote. 

Mr. Harrison. Here is one farmer where you are not getting it. 

Mr. Merrow. I notice that you have an unobligated balance of $740 
million plus, according to this table. 

Mr. Woop. That was for economic assistance as of March 31, 1953. 
We are, Mr. Merrow, going to have a special session on unobligated 
balances in which we will go into this question in detail, but we are 
ready to discuss the main outlines of this problem if you would prefer 
to do it now. 

Mr. Merrow. No. I do not want to do that now. I just wanted 
to state that if we have a large unobligated balance at the end of this 
fiscal year, it would seem to me that it might be applied against this 
economic assistance of over $1 billion. 

Now, you want to discuss that later, I suppose ? 

Mr. Woop. We would like to. 

I would just comment that in the case of MSA we do not expect 
to have any substantial unobligated balance at the end of the fiscal 
year. 

Mr. Merrow. You think that will all be obligated? 

Mr. Woop. According to our present best estimates it will be. ‘There 
will be a considerable unobligated balance in the military fund, but 
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experts from the Military Department will testify before this com- 
mittee on this subject. 

Mr. Zasiocxt. Mr. Chairman, while we have the chart on 1954 
authorization request by program and country before us, I would like 
to get one thing clear. Under the special defense financing column, 
the $400 million, is the amount actually charged later in the title under 
Far East ? 

Mr. Woop. That is correct. 

Mr. Zasiockt. Would it not more likely belong under the French 
program as it is mentioned here, because it is special defense financing 
for France and not Indochina? 

Mr. Woop. Mr. Zablocki, that is one of those cases where you could 
put it in either place. 

Mr. Zasiocki. The figure would be more accurate if it were here. 

Mr. Woop. I do not believe so. It depends on what you emphasize 
here. When we come to that item I will go into that question in some 
detail. It has this effect: It is for the production of items for ship- 
ment to Indochina for use in the Indochina war. 

In that sense, it is for use in the Far Eastern area. 

Now in another sense—and this is why you could put it in the other 
place—it is assistance to France because it will be paid to France in 
consideration of her undertaking to manufacture and ship these items 
to Indochina, and it also has the effect of assisting the French in their 
balance of payments and budgetary problems. It has the effect, over- 
all, of taking off the backs of the presently strained French economy 
and budget a burden which they cannot possibly bear. 

I would not quarrel with you if, on the basis of those facts, you wish 
to emphasize the fact that it assists the French, because the payment 
goes to the French. 1 would agree with you and put it in on the 
French side. 

If on the other hand you look at the fact that the items are to 
be shipped to, and used in, Indochina for the prosecution of the 
war, then I would put it in on the Indochinese or Far Eastern side. 

Mr. Zasiockt. And include it in the $25 million that you have in 
the defense support column / 

Mr. Woop. No, it is different from defense support because this 
constitutes aid in providing items to be used in the fighting. Defense 
support, as I explained, constitutes the shipment of commodities. 

You can put the $400 million where you believe most appropriate. 
We finally came to the conclusion that it was more clear and dis- 
closed the essential facts better if we included this item under the Far 
East. That is where the goods resulting from this aid, the military 
items which will be used in the fighting, are going to be employed. 
At the same time, we want to make it very clear that we are not at- 
tempting to cover up the fact—on the contrary, we want to emphasize 
it—that the effect of this aid, since it consists of payments to France 
for making these goods and shipping them to Indochina, will be to 
assist.the French with their balance of payments and budgetary 
problems. 

Mr. Zasiockt. I had the two confused. 

Mr. Woop, Now there is one other point about the British program 
which I should like to emphasize. I think it is significant. 

That, as General Stewart explained yesterday, does not include cer- 
tain items, such as packing, handling, and transportation. It is not 
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the total that comes out of our military end item appropriation for 
Britain but it is the total cost of the military items which will be 
provided Britain from the appropriation. ' 

Now compare that, if you will, with the chart which Mr. FitzGerald 
laced before you which shows that it is expected that in 1954 the 
3ritish themselves will spend $5.2 billion on their defense establish- 

ment; that they will actually spend, out of their own resources, aug- 
mented, as has been already testified, by some small amount of counter- 
part, and $1.9 billion on major materiel production. 

I think those figures will give you some concept of the usefulness 
to us, in building up the military establishments in defense of the free 
world, of having an ally; some concept of the relatively small 
amount—it is a big amount in absolute terms, of course—of military 
end item funds appropriated by the Congress that go into this total 
defense effort of the British. When you compare their total military 
expenditures of $5.2 billion with our proposed military end-item pro- 
gram I think you will reach the conclusion that this is a worthwhile 
thing for the United States todo. That is certainly my conclusion. 

That was all I wished to point out, Mr. Chairman. If there are fur- 
ther questions, we will attempt to answer them. Otherwise we could 
have General Stewart go on with the military program in France. 

Mr. Mrrrow (presiding). Are there any questions? 

Mr. CaRnanAn. Besides the $100 million to Britain for aircraft 
production, and the $100 million for economic commodities, is there 
another item for offshore procurement ? 

Mr. Woop. The offshore procurement program in Great Britain will 
be financed with the military end item fund. 


We do not make a separate division within the military end item 
funds for those end items which will be supplied from this country 
and those which will be obtained by offshore procurement from the 
United Kingdom or elsewhere. 

We have given you our preliminary estimates of how much the total 
offshore procurement program will be, but you should remember that 
any money used for offshore ae. is contained in the military 


end item money request. This is proper because such money is for 
the procurement and supply of military end items which are required 
to meet equipment deficiencies. From that standpoint the only dif- 
ference between offshore procurement and procurement in this coun- 
try and subsequent shipment abroad is the fact that it is actually pro- 
duced there rather than here. 

Therefore, in every case, you will find that money used for offshore 
procurement money is contained within the request for military end 
items. 

Mr. Merrow. Will there be any counterpart for this airplane 
money ¢ 

Mr. Woop. No, sir. It is only defense support that generates 
counterpart. 

Mr. Carnanan. From Britain we are buying completed airplanes 
through offshore procurement ? 

Mr. Woop. Yes, we are. 

Mr. Carnanan. I am wondering if this $200 million is going into 
the production of those aircraft we are buying in your offshore pro- 
curement ? 
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Mr. Woop. This is in addition to that. It is not $200 million, it is 
$100 million. L 

Mr. Carnanan. It is $100 million plus the $100 million worth of 
defense support to allow them to make the airplanes. ; 

Mr. Woop. The defense support is not directly tied to the production 
of any specific kinds of military end items. The $100 million of de- 
fense support does have the effect, as I explained, of making it pos- 
sible for them to devote more resources to military production, but we 
do not specify, and relate defense support directly to, the items of a 
military nature which they otherwise would be unable to produce. 

The $100 million for special defense financing is directly tied to 
their production of aircraft, but is not offshore procurement in the 
usual sense. It is not carried out by our own procurement officers. It 
is paid to the British in consideration of their undertaking to produce 
these aircraft which otherwise they would be unable to finance. It 
is over and above the offshore procurement. 

Mr. CaRNAHAN. What is to happen to the airplane production under 
this program? Where will it go? Will it go ito Britain’s own 
national defense, or be committed to NATO, or will it be items for 
sale under offshore procurement ? 

Mr. Woop. On this particular $100 million? 

Mr. CarnaHan, Yes. 

Mr. Woop. It will go to the British forces for use in the defense 
of the North Atlantic area. 

Mr. Carnanan. And, of course, indirectly will contribute to the 
fact that they can produce items for sale in the offshore procurement 
program. 

Mr. Woop. That is correct, sir. It will contribute to the total de- 
fense production of the British. 

Mr. Zastocki. The $100 million on the status chart for the special 
aircraft program, then represents the $100 million special defense 
financing ¢ 

Mr. Woop. That is correct, Mr. Zablocki. 

Mr. Zaswocki. That is the last item there in the right-hand corner ? 

Mr. Woop. That is correct. 

Mr. Zastockt. It is difficult to coordinate these charts. 

Mr. Woop. It is a complicated program I admit, but we have tried 
to make it as clear as we can. 

Mrs. Ketty. The $100 million to England is for purchase of aircraft 
in England ? 

Mr. Woon. Yes. 

Mrs. Kretty. What about the $100 million earmarked for France? 

Mr. Woop. That is for other military end items; not, in this case, 
for aircraft. 

The $100 million shown for France is special defense financing. In 
the case of France, it will not be for aircraft; it will be for ammuni- 
tion and artillery and I believe, for some other items. However, they 
will all be military end items. 

Mr. CaknaHan. Then we might say that we are extending to the 
British $100 million with which to build airplanes; we are also extend- 
ing $100 million to give them supplies so that they can build the air- 
planes, and then we are going to buy the airplanes through offshore 
procurement ¢ 
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Mr. Woop. We are going to pay them, in the case of $100 million, 
Mr. Carnahan, for their performance i in manufacturing $100 million 
worth of these airplanes. 

We do not call that offshore procurement because it is differently 
handled from the regular offshore procurement program in which our 
own procurement officers place the orders we take title to the airplanes 
produced. 

Mr. Carnanan. They perhaps would not have been able to fill 
their offshore procurement orders unless this aid had been extended ¢ 
Mr. Woop. It is not quite that. They would not be able to finance 
the production of this particular $100 million of equipment if we do 

not finance this particular $100 million in this form. 

That is about as accurately as I can state it. 

Mrs. Ketxy. In addition, then, is there an offshore procurement 
schedule for England ? 

Mr. Woop. There is. 

Mrs. Ketity. Then Mr. Carnahan is correct? 

Mr. Woop, This is over and above the regular offshore procure- 
ment planned for the United Kingdom. However let me say this: 
If we did not make this $100 million available in this form for this 
special aircraft production, it is still probable that the British would 
be able to produce the other airplanes which we plan to buy from 
them with our offshore procurement money. 

{ am trying to make it clear that those two are not directly linked. 
The British have the facilities and the capability of producing these 
aircraft. The British would be able, we believe, to produce the air- 
craft that we will purchase from them through the offshore procure- 
ment program, whether or not we financed this additional aircraft 
production with this $100 million. 

The purpose of that $100 million is to get another $100 million 
of aircraft production financed, production which otherwise could not 
be financed by the British. 

Mr. Carnauan. So you think this extra aircraft in the hands of 
the British is worth the investment ¢ 

Mr. Woop. There is no question about it. As General Ridgway 
told you, I think, the thing that worries him most in the defense of 
western Europe is the shortage of air strength—of the modern, up- 
to-date, effective jet fighters. These are jet fighters and perhaps some 
few short-range jet bombers. 

Mr. Harrison. In all events, it makes an interesting application 
of Mr. Attlee’s complaint about our isolationism. 

Mr. Woop. I cannot understand how Mr. Attlee, in the light of 
what we are doing and have done, would imply that this country 
is isolationist. I did not, however, read his speech very carefully, 
I am sorry to say. The work on this testimony has kept me so busy 
that my reading has fallen far behind. 

Mr. Zastocki. We have very helpful charts on the status of the 
present and proposed MSA Programs. 

I notice there are some countries missing. For example, Formosa, 
Indochina, Spain, and Thailand. 

Mr. Woop. On those charts, Mr. Zablocki, we have not included all 
the countries yet. They will be up here when we come to those areas. 

This morning we wanted to lay before you, chiefly, the European 
countries. 





MUTUAL SECURITY ACT EXTENSION 


Mr. FrrzGeravp. Spain is in here. It is in a different form. 

Mr. Woop. I hope, Mr. Chairman, when we come to France, that 
I may be able simply to refer to this testimony about special defense 
financing, and unless the committee wishes, not go over the purpose 
and nature of it in full again. 

I have tried to cover its purpose, nature, and effect for both coun- 
tries. 

Mr. Merrow (presiding). I will make an announcement: 

The chairman of the committee is still in conference and he requests 
that there be no full committee meeting this afternoon. 

There is a subcommittee meeting at 3 o’clock, on Inter-American 
Affairs, Assistant Secretary of State Cabot is going to appear. 

Will you proceed, Mr. Wood ¢ 

Mr. Woop. May I now ask General Stewart, if he will, to turn to 
the French military end item program and lay that before the com- 
mittee in whatever aetail it may wish ¢ 

He has charts on France which are exactly similar to those he pre- 
sented yesterday afternoon on Britain. 

Mr. Fuvron. In order that there will be advance notice, as chair 
man of the European Subcommittee, I intend to make a later request 
that there be a briefing before our subcommittee for general member- 
ship of Congress in an executive session on the floor, at some time 
shortly before the bill comes up for debate on the floor. 

For myself. I am tired of going down there with all the secret 
knowledge and then battling people who are well-intentioned but 
floundering in a sea of ignorance. 

Under those circumstances, I am going to ask through the chairman 
of our full committee—and I am simply saying it here so there will 
be knowledge of it otherwise—for General Ridgway to appear at that 
briefing. 

Mr. Javits is interested in such a session for the Economic Sub 
committee, too. 

I do not know who Mr. Javits would ask, for his subcommittee, to 
appear at the briefing. Invitations should be on a basis of the people 
who are for the bill, and understand the legislation. Of course, such 
briefing cannot have all the details we are going into here. There is 
no intention of doing it on this level, but it is to make the general policy 
decisions available and the various urgencies available in secret session. 

The second point is to exclude the administration problems and 
administrative details which we are getting here. 

Lam formally stating this matter this morning through our current 
temporary chairman because I had previously called Mr. Boyd Craw- 
ford and the chairman and they have been out at a conference all 
morning. That is the plan, both for the European Subcommittee and 
the Economic Subcommittee, to have a future briefing for general 
Members of Congress on this program. 

Tam going to request for myself, General Ridgway on the European 
angle for the European Subcommittee though I cannot speak for Mr. 
Jav its, who he wants to request. 

Mr. Merrow. It will be transmitted to the chairman and you will 
talk to Boyd about it. 

Mr. Zasiocki. This is a departure from procedure. I do not think 
we want to discuss it at this time. 

Mr. Furron. I am just making note of it. 
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Mr. Harrison. That has been a similar request made of the com- 
mittee, but I think if it is in the name of a subcommittee, I think we 
should at least discuss it at a meeting. 

Mr. Furron. This is not a request. This is a notice that we would 
like to do something of this type. 

Mr. Harrtson. If it is a notice of a subcommittee of which Iam a 
member going to do something, I would at least like to be present at 
a meeting when the subcommittee does it. 

Now, if it is a notice that Mr. Javits is going to do something, that 
is entirely different. 

Mr. Zastocki. Mr. Chairman, I think it is an excellent idea, but 
why dc. you not have the leadership invite the general to brief the 
Members of Congress in executive session, Mr. Fulton? 

Mr. Fuuron. This statement is simply notice of what some of us 
are talking about. There is no official action on it, either by the sub- 
committee or by the committee. But at this particular time, because 
I am leaving the first thing in the morning for the atom bomb tests, I 
think that previous notice should be given of the idea. 

Mr. Merrow. You have made an announcement of your intentions. 

Mr. Fuuron. That is strictly a notice and it is restricted only to 
that and it is not bypassing either the committee, the chairman, the 
subcommittee or anybody and there is no intention to do it. 

It is so the members will have in mind whether they think it is a 
good idea and when we come to the question of decision, I will be 
bound both by the subcommittee and by the committee. 

I think it is something you should have in mind and I want Colonel 
Wood to know of it and the general. 


I did not want to go into a discussion of the merits of it now. 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, DIRECTOR, OFFICE 
OF MILITARY ASSISTANCE, OFFICE OF THE SECRETARY OF 
DEFENSE 


Mr. Merrow (presiding). General Stewart—— 

General Stewart. Mr. Chairman, I would like to call the attention 
of the committee to a chart which I have displayed here which is 
chart No. I, in your classified group of military charts. 

(A classified chart was referred to entitled “Statistical Summary, 
Proposed Fiscal Year 1954 Mutual Defense Assistance Program.”) 

General Stewart. There is a change in this from the original mime- 
ographed sheet we gave you. There is no change in the totals. I can 
give you the details of the change. 

In the mimeographed sheet showing the distribution of funds there 

yas included under “countries,” certain funds as being allotted to that 
country for aircraft, or air force. The totals included the amounts 
we were buying and we thought that a more accurate presentation 
would be to show the recipient countries as credited with those par- 
ticular funds. 

I am very sorry to have to make a change, but I did not feel that 
the other—while there was no error in it—was a correct statement. 

You have the corrected sheet and I can give you the exact details 
if you want them. This is sheet No. 1, in the group that I have given 
you. It applies to title I, only, and the only change, if I may repeat, 
is that we now show the money value to the countries who were actu- 
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ally going to receive certain aircraft, where before that same money 
value was put in the countries where they were being procured, 

There is no change in total fund involved in any way. 

May I proceed with the other charts? 

Mr. Merrow (presiding). Proceed. 

General Stewart. We come now to the French program. 

(A classified chart was shown entitled “Status of Materiel and 
Training Programs, France, Materiel Program (Millions of Dollars) 
Fiscal Year 1950-53 Programs, Status March 31, 1953.”) 

General Srewarr. We start with the explanation of what we are 
doing and what we have done with the money previously voted to us 
by the Congress. 

(Discussion off the record.) 

Mrs. Keury. In that 109, that $100 million ? 

General Srewarr. The $100 million is not in this. This is the 
military side. The $100 million that you were just discussing is not. 

Mrs. Ketxiy. Offshore procurements? 

General Srewarr. Yes, offshore procurements is included in these 
figures. What we buy outside of the United States from these figures, 
will be off-shore procurement. 

Now the same type of material, in response to the committee’s ques- 
tion, is shown in a statement showing major categories of items. 

In the column entitled “shipped’—and this incidentally is chart 
No. 17, in your book—in this column, we show what items we have 
shipped of these particular types of items. 

We show in the column “To be shipped” the items already funded 
and appearing on approved programs that we still have to ship. 

We are in the process of trying to ship those at the present time. 
We propose in 1954 to procure this number of the same items for the 
French program. 

Now to round out the story of the use of previous funds, we have 
shown here our training activities in France. This column shows 
the number of spaces that has been allocated by us to the MAAG in 
France—the Military Assistance Advisory Group. The next column 
shows the number who have completed the course. 

Next we have the number who are now in training in one of the 
courses. 

The last column shows the number that we propose to train from 
fiscal year 1954 funds. 

(A classified chart was referred to entitled “France.”) 

(Discussion off the record.) 

General Srewarr. I have the companion chart here, in response to 
the committee’s question, as to the status of forces. 

(Diseussion off the record.) 

Mr. Woop. I would like to ask General Stewart about something 
General Ridgway covered. I think it can be on the record except for 
numbers. 

If a certain number of divisions are combat effective, nevertheless 
we may need further financing for the items required by the support 
units for those divisions. I think it was made thoroughly clear that a 
division is combat effective if it has its men trained and its initial 
equipment, However, in order to fight for any length of time, many 
other things are necessary, including ammunition reserves and the var- 
ious support units required. It is not enough in terms of adequate 
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defense, to have a combat-ready division unless it can fight for the 
length of time required. 

It seems to me it is useful to have this in the record so that the con- 
cept is thoroughly clear. 

General Stewart may wish to develop that a little further, or to cor- 
rect me if I, a nonmilitary man, have put it wrongly. 

General Stewart. I would like to use an example which may illus- 
trate, although not completely parallel the situation : If you have a foot- 
ball team—I used to coach football—you might have an outstanding 
tackle. You might rate him an all-American. But he alone would 
not be an effective team. You might have four or five outstanding 
men. But unless the whole team was pretty good, you might have a 
mediocre team. 

In an individual division—take the Second Division in Korea— 
when the Chinese first hit, the Second Division was rated highly ef- 
fective. When it got what was left of itself together—it was rated as 
less than 25 percent effective. 

Now we replaced some people in it. We got equipment, we got 
new vehicles, and in a matter of time, it was up around 93, 94, or 95 
percenteffective. No division is ever 100 percent effective. 

That is just one division. Now if you put that division in the fight 
you must give it additional artillery when it gets in trouble—corps ar- 
tillery—which is a supporting unit, not a part of the division. When 
you are going to make a break-through, you must give it another bat- 
talion of tanks, or if it has an air attack coming in, you have to give 
it additional antiaircraft because there is not enough antiaircraft in 
the division to protect it. You also have to give the division addi- 
tional ordnance support to keep its vehicles going under certain 
conditions. 

If the division is in heavy combat you have to assign some addi- 
tional truck companies to move its supplies up and keep 1 it in ammuni- 
tion. If it has suffered heavy casualties you have to give it another 
medical outfit to take its wounded out, and so on. 

That division alone could fight very gallantly. It might be techni- 
cally perfect, its leadership might be wonderful, but after a very limited 
time, unless this backup was available it could not stay in sustained 
combat. 

Now General Ridgway’s discussion of this is along those same lines. 
As you get to a corps and an army the same principles apply and the 
units multiply. 

That is what we are ts alking about in combat support units. 

Mr. Zanvocki. I liked the analogy of the general to the football 
team. Would you say it would be a proper conclusion to. draw when 
certain people who are advocating that we “damn our allies and go it 
alone,” it is like having a coach and no football team ? 

General Srewarr. Yes, sir, and in addition, if you get on the 
ground, it does not do much good to have the finest American troops, 
the finest equipment, if everybody on your right and left is going to 
be overwhelmed and leave you there. 

(Discussion off the record.) 

Mr. Merrow. Is the reason for the failure to meet these goals the 
result of overestimation of capacity or failure to put forth the 
required effort of which they are -apable ¢ 

General Srewarr. I have no authority or basis for answering that, 
sir. In these international agreements, I am given the answers that 
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come out. I honestly have no authoritative information upon which to 
base an answer to that. 

Mr. Woop. Mr. Chairman, I could add something to that, I think, on 
oe of Mr. Stassen’s office. I think the experience of the last few 

“ars has pretty well proved that under present conditions the Euro- 
pm allies whom we have are willing, eager, and able to increase 
their defense expenditures and build up their defenses. That has 
been demonstrated by some of these charts. 

I also think, as was stated before, that we are coming to a leveling- 
off point—that we are approaching the limits, in the case of many 
countries, of the total resources which they can put into defense. It 
is pretty clear that without collapsing their whole economies and 
societies, they cannot put a great deal more effort than they are doing 
in 1953 into this defense buildup. I think there is the real answer 
to this question. If they were verfect, if they had perfect govern- 
ments, they undoubtedly could squeeze out a little more, but the addi- 
tional increment in that case would probably be such as to make no 
very vast difference in the total increased buildup, or in the amounts 
required by way of assistance from the United States for this pur- 
pose. 

I think that is, broadly speaking, the real issue that we face here. 

You have had testimony indicating that the major countries in this 
area, in spite of the weaknesses in some of their governments, some tax 
evasion, and other things, are in fact collecting larger forces from 
their people in relation to their national product than we are. You 
have a situation of strain as we approach the top of what can feasibly 
be done. 

As I pointed out, in the case of Britain, it is not an inconsiderable 
help to the free world to have the large defense effort which the 
British financed themselves. However, until and unless there is an 
increase in their ability to produce goods and increase the strength 
. their economy, financially and otherwise, it is not likely that we 

‘an expect any tremendous further increase in defense expenditures 
‘ak of their own resources. They do have the men, and they eall them 
up but they do not have the total resources to do this job without a 

eally serious danger of internal collapse which would not be in our 
ietdeaete or theirs. 

Mr. Merrow. I realize that. I think the explanation is a good ex- 
planation, but we propose to meet our goals and we, of course, have 
a pretty heavy financial burden here. I wonder if we do not have to 
analyze our own situation to see whether or not we can meet all 
these goals without having an adverse effect on our own economy. As 
you si aid, they cannot push much further themselves. 

Mr. Woop. That has been done, Mr. Chairman. That was one of 
the main questions which delayed our coming up here with our pro- 
gram until such a late date. There was a most careful, protracted ex- 
amination of this question by the Cabinet and the National Security 
Council. The Director of the Bureau of the Budget and the Secre- 
tary of the Treasury participated most fully, and I think you heard 
testimony by the Secretary of the Treasury to the effect that he feels 
this particular request is fully justified and can be supported in the 
light of his preoccupation with the financial and economic soundness 
of this country. 

Mr. Zastockt. While we are still in France, in the MDAP graph 
presentation, chart 36, the training program is spelled out in dollars. 
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(Discussion off the record.) 

General Stewart. There are people in the pipeline. They are peo- 
ple who have been selected to attend school and have not yet reported. 

It will not balance out but it is the same thing. 

Mr. Zas.ock1. Money appropriated and not obligated is money in 
training ? 

General Stewart. Yes, sir. Here I have that. 

(A classified chart was shown entitled, “Department of Defense 
MDAP Training Summary, 1950-53 (In Thousands of Dollars) .”) 

Mr. Zantocxi. Where you have contracts, obligated moneys and 
overhang, and so forth, it could be shown. 

General Stewart. When you havea training program and individu- 
als are selected to be trained, then you have to put on the books that 
the money is earmarked to pay for their training. 

Mr. Zapntocxi. This is money not spent but still necessary, because 
it is for people in training. 

Mr. Zanxockt. I wish Mr. Vorys were here. I think it is a perfect 
example to explain the unobligated funds. 

General Stewart. With regard to the chart entitled, “France,” 
the committee also asked for the active duty strength of these coun- 
tries. We have given it in total personnel figures. 

(Discussion off the record. ) 

General Srewarr. In the last column here we have indicated by re- 
marks what we are buying and will buy if we get some money this 
year for these forces. 

In the case of the Army, we will complete the deficiencies in all of 
the perine years. 

g iscussion off the record.) 

eneral Stewart. We have provided and will provide vessel and 
ordnance equipment for modernization of existing French vessels, 
antisubmarine, antimine, and harbor defense equipment. 

(Discussion off the record.) 

Mr. Merrow (presiding). Does this complete the discussion of 
France? 

General Stewart. The military discussion, yes, sir. 

Mr. Merrow. Do you have an economic discussion on France, Dr. 
FitzGerald? 

Mr. FrrzGeraup. Yes, I do, sir. It will be very brief. 

Mr. Merrow. If the committee is willing we will listen to this 
economic discussion of France and then adjourn until Monday at 
10: 30, isn’t that correct, Boyd? 

Mr. Crawrorp. Yes, sir, with the thought of having private wit- 
nesses Monday. 

Mr. Woop. You do not wish to hear the economic side of the French 
program ? 

r. Merrow. We will hear that if it is not too long. 

Mr. FrrzGeraup. Giving it in the same order as I did in the United 
Kingdom, I call your attention first to the table in the book Mutual 
Security Program, Summary Data for Selective Countries, the situ- 
ation with respect to deliveries and shipments. On France, it is as 
follows, as of the 3lst of March, this year. The total shipments. 

Mr. Woop. I do not think that table has been put in the books yet. 

(Two classified charts were referred to, entitled “Status of the 
Present and Proposed MSA Programs—France” and “France—De- 
fense Expenditures.”) 
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Mr. FrrzGrravp. The total shipments to France are $2.7 billion, 
and the major commodity items comprising that total are listed im- 
mediately below. 

The unshipped balance against funds already — by the 
Congress amount, at March 31, to $427,500,000. The major items in 
that $427 million are enumerated below. 

The proposed fiscal-year-1954 program, as you will note from this 
summary table, does not include any commodities shipped from the 
United States and financed with Mutual Security funds. 

(A classified chart was referred to, entitled “Status of Materiel 
and Training Programs—France (Materiel Program, Millions of 
Dollars) .”) 

Mr. FrrzGerawp. The chart previous to this one includes a section on 
major materiel production by France for the last 5 years, with the 
estimate for $954 just under $1 billion. The major materiel expendi- 
tures have increased from less than $200 million in fiscal year 1950 to 
nearly $1 billion estimated for next year. 

Major materiel comprises only a portion of French defense expendi- 
tures which are estimated for fiscal 1954 to amount to a little over 
$4 billion and in fiscal] 1953 are estimated to amount to just about $4 
billion. In both instances these defense expenditures represent 
something like 11 percent of the gross national product, and in view of 
the present economic circumstances in France represent approximately 
the maximum expenditure which that country can undertake. 

As was indicated in an earlier chart, entitled, “Taxes as Percent of 
GNP,” the total Government tax collections and receipts are the 
largest in proportion to gross national product except in Germany and 
the United Kingdom and 5 percentage points higher in similar date 
for the United States. 

Mr. Harrison. Will you say that over again ? 

Mr. FrrzGrrarp. Please refer to the tax chart. 

(A chart was referred to, entitled “Taxes as Percent of GNP, Total 
Tax Receipts of All Levels of Government as Percent of Gross Na- 
tional Product.”) 

Mr. Harrison. Directing your attention to the line by France, 
General Gruenther gave us that information and I repeated it here, 
and the accuracy of it was challenged on the ground that the French 
expenditures include many items that are not properly chargeable as 
Government expenditures. 

Now, would you care to comment on that? 

Mr. FrrzGrratp. One of the items that is heavy in France is their 
social-security tax collections, which are contained in this bar here 
[indicating]. There is a table in another one of the booklets that 
you should have before you, on the statistics for Europe, which shows 
for the year ending December 31, 1952, the breakdown of these tax 
collections by the Central Government, for social insurance and for 
regional and local governments. 

In the case of France, 25 percent of the tax collections are social- 
insurance taxes. In the case of the United States, only 9.6 percent of 
the taxes are included under the title “Social insurance.” Those taxes, 
of course, are committed to social-insurance funds out of which pay- 
ments are made to the population in terms of various and sundry kinds 
of benefits. To the extent that these funds go through the French 
budget, some income and outgo is included which does not normally go 
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through a budget of the United States. For example, allowances:are 
paid to families for a certain number of children. Thus, French taxes 
are somewhat higher in part because of the fact that French social 
benefits paid by the government are broader than in the United States. 

Mr. Harrison. Are they included in the 25.3 percent ¢ 

Mr. FirzGerawp. Yes. 

To that extent this does exaggerate the percentage to GNP of taxes 
that are collected by France. 

Mr. Harrtson. Our same item in the United States is about three 
times that of France, is it not, in dollars? 

Mr. FrrzGrravp. It is in dollars, but percentagewise it is very much 
less. 

The Central Government finances are shown in this chart for the 
last 5 years, with the defense expenditures shown in black here. They 
are identical with the data shown in the previous chart. 

The nondefense expenditures shown in green, the receipts shown, 
are in the parallel bar with the red cap on it, and that represents 
that portion of the receipts which are the equivalent of the United 
States aid counterpart releases. 

You will notice in every year France has run very large or relatively 
very large deficits in the Central Government finances, and the at- 
tempt of the Government which existed until yesterday to reduce 
this spread was one of the reasons that caused its fall yesterday. The 
Premier was trying to get authority to cut without having to go 
through the Parliament on some of these expenditures and get his 
budget more in balance. 

The proposed fiscal-year-1954 program for France, compared to 
that of fiscal year 1953, is shown on the left-hand side of this chart. 

Here again is the $100 million for military production in France, 
of artillery and related military items which the French without this 
assistance would be unable to produce, which is part of the require- 
ments of the Defense Department of France and will be processed 
through that Department. 

You will note that this does not include the $400 million of as- 
sistance which is to be furnished France for the conduct of the war in 
Indochina. That is not shown on here. 

Mr. Zastockt. I note the original intent was when the chart was 
being made to include it. Personally I think it would be more 
accurate a picture if it were included. 

Mr. Woop. We try to describe it as accurately and fully as possible, 
and you could put it in one or the other, depending on what you 
emphasize. 

Mr. Zasiockt. I think your earlier intent was more accurate. I 
notice it is blocked out now. 

Mr. Harrison. No part of the defense support and economic aid in 
Europe reported in the basic data booklet under chapter 2, the $300 
million, no part of it is going to France. 

Mr. Woop. We are calling it special defense financing, because it is 
related to the financing of particular military items and therefore 
it is regarded by us as different from the defense support which was 
extended France last year. However, it does have the effect, as does 
the $100 million in Britain, of assisting France in her balance-of-pay- 
ments problem and her budgetary problem. 7 
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Mr: Harrison. Politically 1 have the feeling that if you handled the 
British situation the same way it would have more chance of not being 
badgered around when it hits the floor. 

Mr. Woop. This military production is over and above the offshore 
procurement which is presently planned for France and is in a 
different form. 

Mr. Harrison. We can go on the floor and say that every penny 
going in France is added directly to military strength and you cannot 
say the same as to Britain. 

Mr. Woop. That is true as far as Great Britain is concerned except 
for the $100 million of commodities which, however, is added in a 
very important way indirectly to the military strength. 

Mrs. Kexiy. Will the gentleman yield ¢ 

Mr. Harrison. Yes. 

Mrs. Ketry. It is the same no matter what you call it. It is the 
same result whether it is offshore procurement or special military. 

Mr. Harrison. It may be actually but it is not in the public eye. 

Mr. FrrzGeratp. As far the United Kingdom is concerned, if that 
question comes up on the $100 million wor th of commodities, the most 
direct answer would be to say that 90 percent of the funds from that 
$100 million go through counterpart into the defense program of the 
United Kingdom. 

Mr. Harrison. I am not going to attempt to explain counterpart. 

Mr. Woop. That $100 million will generate counterpart. 

Now, Mr. Chairman, to complete the story on France, unless there 
wre some questions of Dr. FitzGerald, I would like to cover the $100 
million for military production and the $400 million for Indochina, an 
item which might be shown here under France, but which we actually 
have shown in the Far East. 

Here is perhaps the best, or if you wish to call it so, the worst ex- 
ample of a country in which you would have a drastic decrease in 
military effort, or economic collapse, unless we make available assist- 
ance over and above assistance in the form of the military end items 
and offshore procurement. This arises from the fact that French 
resources are badly overstrained, as the Secretaries of Defense, State, 
and Treasury, and Mr, Stassen discovered through their personal 
examination of the situation when they attended the NATO confer- 
étice at the end of April. We are faced here with a fact of life—that 
unless we obtain the money and authority to assist France in these 

various ways we would have a very serious deterioration in one of the 
key countries in the defe nse of W estern Europe. 

The assistance we are’giving to France for the purpose of helping 
the French to carry ‘the burden in this Grattrainal situation, is, first, 
this $100 million for military production, assistance which is entirely 
comparable to the $100 million of special aircraft production finane- 
ing that I described in some detail in the case of Britain. In addi 
tion, as has been pointed out, we are proposing to make available 
$400 million to finance the production and shipment to Indochina of 
items that are needed in fighting the Indochinese war. 

From the standpoint of its effect in helping France to carry the 
burden and on the economy and balance of payments of France. you 
are up to $500 million worth of assistance over and above aid in the 
form of the military end items and training. 

(Discussion off the record.) 
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Mr. Woop. As Mr. Bruce testified last year, the cost in manpower, 
particularly in trained officers, is very great, let alone the huge;costs 
in materiel and money, costs which far exceed the value of any French 
investments. In every year the cost exceeds the total value of French 
investments there, and I believe Mr. Bruce testified that the French 
are spending more in Indochina than the total value of Marshall 
plan aid which has been given to them. Therefore, this is not an eas 
situation by any means, as you, having been out there, Mr. Zablocki, 
I am sure are aware. 

I would point out in this connection, that the $400 million is ap- 
proximately 40 percent of the estimated cost in money and materiel 
to the French, of the Indochinese war for the coming year. 

Now, if I might just try to put this whole thing in perspective. 

(Discussion off the record.) 

Mr. Woop. I did want the committee to get the full picture. 

I have one final comment: You will note that there is shown in 
the brown bar, on the left-hand side of the chart which is up on 
the easel there, defense support for fiscal year 1953 of $397.5 million. 

As a matter of fact, it is not proper to compare that figure with 
the total figure for other military end item aid. 

Mr. Merrow (presiding). There is a teller vote on the Javits 
amendment. 

Complete your statement, Mr. Wood. 

Mr. Woop. I have just two sentences more: In addition to that 
$397 million, there was the special military support which Mr. Halaby 
explained to you, which is very much akin to this military-production 
item this year. The total of aid to France in fiscal year 1953, in- 


cluding the defense support that assisted France in her balance of 
payments but over and above military-end items, will come to $560 
million. The amount above the $397 million is made up by (a) this 
item of special military spi and (b) the $60 million, which the 


committee has been informed, was recently made available in special 
resources. 

Is that correct, Mr. Martin? 

Mr. Martin. I would like to ask Mr. FitzGerald whether or not 
his figure includes the 60. 

Mr. FrrzGerarp. It does. 

Mr. Woop. I beg your pardon, then. It is a total of $615 million 
including the 60. 

(Discussion off the record.) 

Mr. Woop. Finally, Mr. Chairman, I think it is useful also to point 
out, as we did in the case of Britain, that as large as our contributions 
are—and they are larger in France than in any other country—there 
is still a very large effort being made by France out of her own 
resources. 

(Diseussion off the record.) 

Mr. Woop. So that even in France, with its perfectly tremendous 
overextension and, therefore, its need for a very large assistance from 
us, we are still getting out of the French, in the common effort, four 
times that amount in total military expenditures, and about the 
equivalent of that amount in their major materiel expenditures. 

I think if there are no further questions that completes the story 
on France. 
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Mr. Merrow (presiding). Mr. Zablocki—— 

Mr. Zasiockt. I have no questions. 

Mr. Merrow (presiding). Thank you, Mr. Wood. 

The committee stands adjourned until Monday at 10:30. 


Mr. Woop. We are not to be here Monday, I take it, but are to 
continue on Tuesday. 


(Whereupon, at 1:05 p. m., the committee adjourned to reconvene 
at 10: 30a. m., Monday, May 25, 1953.) 
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MONDAY, MAY 25, 1953 


Hovser or RepresentTArives, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D. C. 


The committee met in room G-3, United States Capitol, at 10:38 
a. m., Hon. Lawrence H. Smith presiding. 

Mr. Smirn. The committee will come to order. Is Mr. Sanders 
here ¢ 

Mr. Sanpvers. Yes, sir. 

Mr. Smiru. Are you prepared to testify, sir? 


STATEMENT OF J. T. SANDERS, LEGISLATIVE COUNSEL, NATIONAL 
GRANGE 


Mr. Sanpers. I cannot say, Mr. Chairman, that I am prepared to 
testify too well this morning, because of the shortness of notice and 
other testimony I had in front of me. 

[ appear this morning in behalf of the National Grange. 

Mr. Smiru. How much time will you want, Mr. Sanders? 

Mr. Sanpers. Not over 10 minutes. 

Mr. Smiru. Very well, you may proceed. 

Mr. Sanpers. The National Grange supported wholeheartedly the 
original Marshall plan, because we believed it was necessary to re 
habilitate and get European nations back on their feet, this need 
being the result of World War II. 

We felt that the greatest need in Europe at that time was industrial 
rehabilitation rather than agricultural rehabilitation, although agri- 
eulture had been greatly depleted and was in bad shape. It is the 
nature of agriculture to come back very quickly following wars provid- 
ing industrial markets are open to agricultural people. This was the 
case, 

At the present time industrial production in most of the European 
countries outside the Iron Curtain is considerably above prewar 
and in that sense they have been rehabilitated. Agricultural pro- 
duction is only slightly above prewar but the probabilities are that 
that is about as much as it can be expected to recover except as the 
slow process of application of improved techniques in Europe, which 
takes considerable time. In other words, we believe that agriculture 
is, to a large extent, in Europe, rehabilitated from its war effect. 

Now, why hasn’t this rehabilitation of industry and agriculture in 
Europe solved the problem of Europe? We believe it is for two 
main reasons, 
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Prior to the war Western Europe depended to a very large extent 
upon Eastern Europe for a considerable amount of its agricultural 
supplies. Also, Eastern Europe depended a great deal on Western 
Europe for industrial supplies. 

This East-West trade has not been restored. We had hoped when 
we originally testified on the Marshall plan that it would be restored, 
and, of course, would hope that some way could be found even now 
to restore it but there is no good evidence that it will be soon restored. 
Therefore, this leaves Europe in an unbalanced position where she 
must seek her food to a large extent from some other—at least that 
portion that she formerly got from the Eastern European countries— 
from some outside country, and where she must seek new markets for 
a good deal of her industrial products where she formerly shipped 
them East to the Iron Curtain countries. 

On top of that, as we all know, Europe has had to greatly rearm, 
which we hoped, at the beginning of the Marshall plan, would not 
be the case. 

Now, the Grange heartily supports the rearmament program. We 
believe under present conditions it is not possible to avoid rearming 
until peaceful situations in the world prevail and they do not prevail 
at the present time. 

At the present time the Europeaen countries are not failing to do 
their part toward rearming and toward getting themselves into a 
solvent condition. For example, Germany is at the present time taxing 
herself to the extent of a third of her gross national product. The 
U. K. is also taxing herself to the extent of a third of all of her gross 


national product. France, to 31 percent, the Netherlands to 31, also; 


Belgium and Luxemburg to 29 percent, Norway to 28 percent. The 
United States at the present time is taxing itself to the extent of 26 
percent of its gross national product; Italy to 24 percent, Denmark 
to 22, Greece to 19, and Turkey to 15, approximately. 

Mr. Suiru. Mr. Sanders, what document are you referring to? 

Mr. Sanvers. This was a document issued by the Mutual’ Seeurity 
Administration. ‘The table that I am reading from is unclassified 
material but some of the material in this folder is classified. 

It shows quite clearly that these European countries are not lying 
down on the job. They are making a very strenuous effort to maintain 
democracy and to bring about a ‘standard of living that keeps their 
people satisfied and happy. We feel that they are undertaking to do 
their part in this struggle that we of the free world are in. 

Now, as to the situation in technical assistance—and that is the field 
in which we are primarily interested—we do not feel that we can 
testify to any advantage to the committee on the military appropria- 
tions. We do want to say this to the committee: That we ety 
in favor of such taxes as are necessary to maintain a status to where 
we can protect ourselves against any eventuality that may come up asa 
result of the world condition. 

Mr. Smrru. Whose word do you take for that? 

Mr. Sanvers. For the military appropriations? 

Mr. Smiru. Yes. 

Mr. Sanvers. Well, sir, we will have to take—I would say the com- 
mittees in the Congress, mainly, as they get information, confidential 
or otherwise, from the Defense Department and the leaders in the 
present administration. 
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We in the Grange feel it is particularly fortunate that we have a 
man in the Presidency who really knows defense and should be able 
to guide us properly to meet the eventualities that we are confronted 
with. 

Frankly, we do not believe that any individual or any group of 
individuals can be certain of their judgment on needed defense meas- 
ures and funds. 

Now, as to technical assistance. We are primarily interested in this 
phase of the bill that is before the committee. We believe that that is 
the most constructive way of combatting or offsetting the necessity 
for heavy military appropriations. We believe that if we can send 
especially to these backward countries our technical know-how, we 
will not be simply giving them of our substance but we will be sup- 
plying them with the means whereby they can make their own living 
and raise their own standard of living. 

We believe that that will not be just simply a one-sided “giveaway” 
program ; that it will be a mutual assistance program. 

Most certainly you cannot send representatives in the various back- 
ward countries of the world without introducing certain relationships 
between them and us which certainly in the end will stimulate new 
trade with us and will be remunerative to us. We believe this new 
trade will in the end offset the expenditures we spend in technical 
assistance, to say nothing of the humanitarian side of this question. 

Mr. Smiru. How does the Grange spell out the technical assistance ? 

Mr. Sanpers. How do we feel it should be administered ? 

Mr. Smrru. No; what do you think it is?’ I would like to have your 
ideas as to what part of the technical assistance program has your 
support. Do you believe in the old idea of the extension services as 
we know them, out of the land-grant colleges, or do you feel we should 
be building dams, powerplants, and things of that kind? 

Mr. Sanpers. We believe in the first place that technical assistance 
should send to these countries men of experience—and when I say 
“experience” I do not mean experience in the extension as we do it 
that would necessarily be just literally transplanted to India, we will 
say, for example, but men who have had such experience in this coun- 
try, who know how to go and sit down with a group of farmers and 
find the problem that is most pressing, the problem that will yield the 
highest return, and work out and devise simple, practical means of 
carrying to them the knowledge of agriculture that will fit India. Not 
necessarily the kind of knowledge we use in extension, but knowledge 
that is applicable in India, 

Mr. LeComrere. You are referring to point 4 aid at this time; are 
you not ¢ 

Mr. Sanpers. Yes, sir. 

Mr. LeCompere. I just wondered if that is what you included in 
technical assistance. 

Mr. Sanpers. Now, as to building big dams, most certainly where 
dams are feasible, economically, we believe that some assistance should 
be given, but if a dam is economically feasible, then it seems to me that 
there are ways of financing that, at least to a large extent, other than 
as gifts from this country to India. We feel that a great mistake 
would be made by having too much money to support any and every 
scheme that might be brought to TCA for assistance, 
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In other words, we would say there is a great need for moving 
slowly into this thing. To give too much money and to send too many 
people there, many ‘of whom are not qualified to do the job, would 
bring about mistakes that would endanger the whole program and 
probably do us more harm than good, quite often. 

Now, I do not want to be misinterpreted in saying that but we do 
believe that technical assistance is a job that requires cautious, con- 
structive movement rather than hurry and expansive funds to bring it 
about. 

For that reason, we believe the $140 million that is set aside in this 
bill for TCA is adequate. I have talked to some of the TCA men and 
they believe that that is adequate, that they can use that efficiently, 
and that it can be used in such a way as to bring about returns to us, in 
the end, that are equal to the costs of the undertaking. 

Mr. Bent x Mr. Sanders, do you intend to make a statement on 
behalf of the Grange as to your feeling with regard to the possible 
use of some of our agricultural surpluses abroad ? 

Mr. Sanpers. Well, we would hope it would not be necessary to dis- 
pose of our surpluses by simply giving them away. The Grange, 
however, would not want to see people starve because of famine. We 
would probably be willing to support a gift of the surplus to avoid 
famine. 

Three years ago, I believe it was, we supported heartily the appro- 
priation of $25 million to ship food to Yugoslavia because they had 
had a severe drought. The Grange supports a two-price system which 
will enable the surpluses to move out at world prices rather than to 
move out at a price that causes the United States Treasury to lose a 
lot of money on our surpluses. 

In other words, we would hope that the export surplus that would 
be used to help alleviate hunger—that is, chronic hunger rather than 
famine hunger—should not be gifts but sale at some reasonable price. 

Mr. Lannam. Will the gentleman yield there? Does that involve 
a subsidy, Mr. Sanders ¢ Where you have a two-price system, does it 
involve a subsidy for our American farmers? That was the Brannan 
plan. 

Mr. Sanpers. No, not in that sense. 

Mr. Lanuam. Well, it approaches it at least. I do not see how you 
are going to have a two-price system unless you do subsidize Ameri- 
can farmers. 

Mr. Sanvers. The two-price system we contemplate does not require 
any subsidy out of the Treasury. It simply isolates the domestic. re- 
quirements and requires American producers to pay farmers parity, or 
some specified percent of parity, for that but requires the farmers to 
handle the surplus at any price they can get. for it, which is similar 
with respect to surplus price to the Brannan plan, in that the surplus 
must sell at the world’s price. 

In that sense, we do not believe that our program, which is too in- 
volved to try to explain here in the short time, is not a subsidy in the 
sense of the Brannan plan. 

Mr. Snrru. Is that all, Mr. Sanders? 

Mr. Sanpers. I believe so, Mr. Chairman, except for one thing. I 
would like to say this: We believe that technical assistance can best he 
conducted if it represents American technical accomplishment. We 
do not believe that technical assistance could ever be carried out and 
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represent the most up-to-date, the most accomplished success in various 
and sundry fields, if the staff of technical assistance were a permanent 
staff. In other words, we believe that a large portion of the staff in 
technical assistance should be what might be called temporary staffs 
assigned to do a special job, that they are qualified to do, in which they 
have made a great success here in America, and in that way represent 
the best thinking and the most up-to-date accomplishment of our tech- 
nicians. The present organization does not recognize that because it 
is overwhelmingly permanently staffed. That is, it is staffed by people 
employed full time. We think that you can get your best assistance 
where you have to do a special job, from going out into the colleges 
and into the businesses of America and hiring a practical and success- 
ful man in the given field as a consultant for a year’s assignment or for 
some necessary temporary assignment. We believe that from the 
standpoint of the real technicians, that is the way you can accomplish 
most under technical assistance. 

I believe that is about the only additional point I wanted to add. 

Mr. Smirn. Mr. Richards, do you have a question ? 

Mr. Ricwarps. Mr. Sanders, of course in this technical assistance 
program, one of your main difficulties has been to get qualified men 
who would give up what they were doing to go into this program, 

Now, by piecemeal measures, hiring a man for one particular job 
and then say, “We do not need you any further,” you are not going 
to get the type of men you want from the colleges, and so forth. That 
is one of the troubles. 

Mr. Sanpers. Mr. Richards, if they could retain their position and 
get leave to do this specific job, I think you could get the very best 
talent that we have. 

Of course, the way they have been employed heretofore, they went 
to them and proposed that they resign their job and join TCA perma- 
nently. Of course, you could not get a man to resign his job and come 
for a year with TCA, if he is doing a good job and is satisfied with his 
job. 

The result is, quite often, TCA has second-string men. Now this is 
no criticism of any particular group of men, but I actually believe that 
TCA has often gotten men who were dissatisfied in their job, who have 
not been given ‘satisfactory service; rather than getting the top men 
out of the Department of Agriculture and out of the colleges and out 
of business in this land. 

Mr. Ricuarps. There is merit to what you say about that. 

You approve of the technical assistance program as such ? 

Mr. Sanpers. Yes, sir; most heartily. We believe it is the one ap 
proach that we can take to alleviate the conditions that will help us to 
combat communism in. other countries. I see no other way, as long 
as we have no effective world government, of reaching out into these 
countries and helping them to avoid the terrible situation that brings 
about communism in the various countries. 

Mr. Ricuarps. Do you think that the funds proposed here are suffi 
cient to carry forward that program / 

Mr. Sanpers. Yes, sir; we do. We believe that the $140 million 
certainly is adequate. 

Mr. Ricuarps. You do not think it should be cut? 

Mr. Sanpers. I doubt it. I have talked to some of the people who 
formulated that budget and people in whom I have utmost confidence 
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I do not believe it is padded. I believe they can spend it efficiently. 
And it is such a small amount compared with the vast expenditures we 
are making available otherwise, it seems to me that to cut it would be 
to cut where cuts will not do very much good anyhow. 

I am not belittling any cut we might make that is unnecessary, but I 
am not in a position to say that I believe that this figure should be cut. 

Mr. Ricuarps. I am sorry I did not hear the first part of your tes- 
timony, Mr. Sanders, but I am sure I speak for the whole committee 
when I say that we are glad to have the viewpoint of your great or 
ganization. 

Now, did you express your opinion as to the other phases of the 
program { 

Mr. Sanpers. The military $ 

Mr. Ricrarps. Yes. 

Mr. Sanvers. I said, Mr. Congressman, that we have great hesi- 
tancy in expressing ourselves on that because we are not informed on 
it, but we do believe that it is absolutely necessary to appropriate that 
portion that the authorities—whom we must trust—say we need for 
that purpose. We believe our present President is exceptionally well 
qualified to judge the adequacy or inadequacy of that appropriation. 

Mr. Ricnarps. You are willing to back up the figures proposed by 
the President, the Commander in Chief, and his associates in regard 
to this measure? 

Mr. Sanvers. We accept those without any protest or any statement 
that they are adequate. The only statement we can make as to 
their adequacy is that we have a lot of faith in those who formulated 
the requirements for military purposes, especially the mutual security 
phases of it. 

Mr. Smiru. Mr. LeCompte. 

Mr. LeComprre. I have no questions. 

Mr. Smrrn. Judge Lanham. 

Mr. Lanuam. No questions. 

Mr. Smiru. Mr. Bentley. 

Mr. Bentiey. Only one question, Mr. Chairman. That is with re- 
spect to the adequacy of these figures. 

I do not presume that the organization will take the position that 
if further cuts were deemed necessary by the Congress you would nec- 
essarily consider them unwise; would you ? 

Mr. Sanvers. No, sir; we would say that the members of the com- 
mittees and the Congress as a whole certainly have better means of 
finding out whether they are adequate than we as a farm organization 
and we certainly would not protest any cut that was justified on the 
basis of study by the committee, if the committee found that they were 
unnecessary for our security. 

Mr. Bentiey. Thank you, Mr. Chairman. 

Mr. Surru. I would like to point out that the information you read 
from a few moments ago is in a document that we have in this com- 
mittee marked, “Secret security information.” 

Mr. Sanpers. That particular portion which is unclassified. 

Mr. Smrru. I do not know whether this committee has that infor- 
mation or not of its being unclassified. 

I merely raise the point so that the committee members may know 
that some of these things that are secret are not so secret, after all. 
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Mr. Lannam. Most of them are not, Mr. Chairman. The news- 
papers get them before we do. 

Mr. Sanpers. May I say in that connection that both myself and 
National Master Newsom have been connected with the Mutual Secu- 
rity Administration work. Both Mr. Newsom and I were cleared for 
security purposes, and simply asked for some information and the 
MSA authorities pointed out quite clearly that certain parts were 
classified and that no use either directly or indirectly could be made 
of any of the classified data. 

This has been in nobody’s hands and certainly will not be in the 
hands of anyone else until I return it to the MSA authorities 

Mr. Smirn. We will take that up with the authorities. 

Mr. Sanpvers. Thank you very much. 

Mr. SmiryH. Dr. Kittrell. 


STATEMENT OF FLEMMIE P. KITTRELL, WOMEN’S INTERNATIONAL 
LEAGUE FOR PEACE AND FREEDOM 


Mr. Smiru. Will you please give your name and the organization 
you represent. 

Miss Krrrrevyi. I want to say first I thank you for this opportunity 
to testify for UNICEF. 

I represent the Women’s International League for Peace and 
Freedom. 

Iam Flemmie P. Kittrell of Washington, D.C. 1 was a Fulbright 
professor of home economics at Baroda University, Baroda, India, 
1950-51, and traveled extensively in Asia. In 1947-48 I made a sur- 
vey for Liberian Government, West Africa, and in 1949 I visited sev- 
eral European countries. I was a member of the executive committee 
of the Midcentury White House Conference on Children and Youth 
which dealt with the problems of our own children and with con- 
cerns for children around the world. Iam a member of the Women’s 
International League for Peace and Freedom, founded in 1915 by 
Jane Addams. Miss Addams and Emily Greene Balch, the present 
honorary international chairman of the league, are the only two Amer- 
ican women to have been given the Nobel peace prize. 

My own special field of study is human nutrition and child devel- 
opment, and I know the significance and the importance of the early 
years in terms of total dev lopment and their importance in shaping 
the adult years. While in Asia in 1950-51, I was heartsick as I ob- 
served the great plight of the children. Millions of them were sub- 
jected to dire poverty, malnutrition, lack of shelter, disease, and high 
infant mortality. I was confronted with these facts daily while in 
India, and also in Kashmir where I spent a month. I asked myself 
this question over and over again: “Do the people of the United 
States know about these awful conditions?” Then I asked myself 
another question: “What kind of a world will these young children 
help to direct when they become adults?” These children are surely 
our future world citizens. We have a stake in their welfare and de- 
velopment even as in our own children. I think we all know the an- 
swer if we do not continue to help the helpless children and mothers 
in these much-needed areas of the world. 

As I traveled in Europe in 1949, I saw many malnourished children 
and as I traveled and worked in West Africa a year before, I saw 
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children in need of help and security. The nutrition problem.is es- 
pecially serious in West Africa. FAO has just made public the 
special study on Kwashiorkor in Africa. This is a type of malignant 
nutrition which 7 due to protein deficiency. Its treatment 1s pri- 
marily skimmed lactic acid milk. I made a preliminary nutrition 
survey in Liberia, West Africa, and found additional malnutrition 
over a wide range of the country. In addition there was great suf- 
fering among the children caused by yaws, tuberculosis, malaria, and 
leprosy. 

The United Nations International Children’s Emergency Fund 
was established in 1946 for the purpose of meeting and relieving such 
conditions as I have just described. By necessity because of the con- 
ditions caused or aggravated by the war, its wor k was of an emer ‘gency 
nature, limited to mass feeding in the war-devastated areas of Europe. 
While UNICEF still provides quick relief in emergencies, such as 
earthquakes, floods, and droughts, its present emphasis is on long- 
range projects in the underdeveloped countries of Africa, Asia, the 
eastern Mediterranean area and Latin America. These projects in- 
clude milk-conservation programs, nutrition demonstrations, setting 
up maternal and child health centers, campaigns against children’s 
diseases. 

UNICEF aid is now going to children and mothers in over 70 coun- 
tries and territories. In 1952 alone, UNICEF aid reached over 19 
million children and mothers. More than 60 million have been aided 
in all. But mere numbers alone is neither the goal nor the test of the 
significance of UNICEF. 

The Women’s International League for Peace and Freedom has 

supported UNICEF from its beginning not primarily because of its 
humanitarian work, though it recognizes and appreciates that aspect. 
The Women’s International League for Peace and Freedom believes 
that to work for peace and freedom implies working to remove the 
causes of war and encouraging the constructive and creative forces 
that make both peace and freedom possible. It sees UNICEF as one 
of these forces, both because of its goal and the manner and method 
which it uses to achieve it. 

|. Sixty-one governments have contributed, many on a continuing 
basis, year after year. 

UNICEF requires assisted countries “match” the value of 
UNICEF aid locally. Four hundred million dollars has been in- 
vested in child-care programs in the past 6 years by UNICEF and 
the aided countries. 

3. This basic policy encourages self-help, and means approved pro- 
grams are adapted to the administrative and financial ¢: apacity of the 
assisted country, and that programs can eventually be continued. by 
the country without international aid. 

4. Close-working relationships are maintained with the specialized 
agencies and departments in the United Nations: U. N. Department 
of Social Affairs, Technical Assistance Administration, World Health 
Organization, and Food and Agricultural Organization. 

Our appeal therefore to you today is not in the nature of a charity 
appeal. In our appropriation to this fund we join forces in a coopera- 
tive endeavor to translate those all too abstract ideals of peace, free- 
dom, and security into p ractical terms that all nations, their people 
and especially their children may understand. In times of tension, 
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strife, and suffering these terms have to be very simple: sometimes, 
gentlemen, as simple as a cup of milk or an inoculation against a 
dread disease. 

Mr. Smrru. Thank you. Mr. Richards, do you have any questions ¢ 

Mr. Ricuarns. | have no questions. I do want to say that I 
have been very glad to hear Dr. Kittrell on this very important, hu- 
mane subject. 

That is all. 

Mr. Smirn. Mr. LeCompte. 

Mr. LeComrre. What do the letters “UNICEF” stand for? 

Miss Kirrrett. United Nations International Children’s Emer- 
gency Fund. 

Mr. LeComprer. And what is FAO? 

Miss Kirrreci. The Food ani Agricultural Organization of the 
United Nations. ; 

Mr. LeCompte. Thank you. 

Mr. Smiru. Mr. Lanham. 

Mr. Lannam. No questions. 

Mr. Smiru. Mr. Bentley. 

Mr. Bentiey. I have just one question, Mr. Chairman. I think 
this is a very splendid statement, Dr. Kittrell. 

Of this $400 million figure, have you any idea how much the 
United States is contributing to that amount ? 

Miss Krrrrecy. I do not know how much. I understand, however, 
that we have contributed in proportion more than the other countries. 

Mr. Bentiey. Of the $9 million requested in the 1954 authoriza- 
tion for UNICEF, you would not know how much that $9 million 
represents of the total UNICEF budget ? 

Miss Krrrretz. No; I do not know. 

Mr. Smirnu. Under this program, the United States contributes to 
the United Nations fund and the administrative responsibility is in 
the U. N.; is it not? 

Miss Krrrremn. Yes; that is true. 

Mr. Smirn. Do you know the costs of the administration of the 
program ¢ 

Miss Krrrreti. I do not know the total cost. 

Mr. Smrrn. That is all. Thank you very much. 

Mr. James Finucane. 


STATEMENT OF JAMES FINUCANE, ASSOCIATE SECRETARY, 
NATIONAL COUNCIL FOR PREVENTION OF WAR 


Mr. Smrrn. Will you give your full name and the or 
represent, Mr. Funicane. 

Mr. Finucane. My name is James Finucane, National Council for 
the Prevention of War. I am associate secretary. 

Mr. Smrrn. Would you like to read your statement ? 

Mr. Frxvcanr. Yes. 

Mr. Smiru. You may proceed. 

Mr. Finucane. Mr. Chairman and members of the committee, you 
are all experts on the MSA bill. You have had the benefit of many 
excellent witnesses, and made your own observations here and abroad. 

It almost seems presumptuous to add another word of advice or an- 
other bit of information to what you have received already. 


ganization you 
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Here, however, are some angles you may not have considered : 
“Every time I leave the kids my heart breaks a little.” This is a 
French mother speaking. 

She rises between half past 3 and 4 o’clock in the morning and goes 
out with her children in rain or fair weather. She pushes one ec hild in 
the baby carriage before her and tugs another along by hand, They go 
to the city nursery where she leaves them for the day. 

This is the case for many women in French textile mills. Their 
shifts are from 5 in the morning until 1 in the afternoon, and from 
1 to 10 p. m. 

What does this have to do with MSA? 

This woman’s way of life is MSA translated to an individual human 
being in Europe. Or at least this would seem to be a reasonable sup- 
position. 

The Economie Commission for Europe in its 400-page Study of the 
Economic Situation of Europe Since the War reported March 6, 1950: 

The economy of Western Europe has been in a State of stagnation for the last 
year anda half. Demand has fallen, profits have decreased. 

This halt to economic progress in Europe coincides with a year and a 
half of high-volume MSA “aid” to Europe. 

The study pointed out that this stagnation follows on the 5-year 
period of expanding production immediately following the war. Fur- 
ther, it predicts that this economic stagnation may well deal a mortal 
blow to efforts for E uropean economic integration. 

Whether MSA brought about this “stabilization of misery,” as it was 
referred to in a recent UN report, is of course debatable. It is clear, 
however, that deplorable social and economic conditions do exist and 
MSA has not helped to remove them. 

In fact, the inost recent Report on the World Economic Situation of 
the International Monetary Fund, discussed in ECOSOC April 13, 
notes that the “stockpiling and rearmament” beginning in June 1950 
started the world economy on an economic jag. Since then the situa- 
tion has leveled off a little, but, the fund reports, international pay- 
ments are still badly unbalanced, reserves have decreased, and the 
“trend toward freer international trade which was setting in has been, 
to a certain extent, reversed.” 

To go back to the woman in France: Her plight was deseribed in 
the weekly edition of Le Monde, April 17 to 23, 1953. She is one of 
that large proportion of French women who must work. In France as 
a whole, among single women and women with 1 child 41 percent must 
work; among women with 2 children, 35 percent must work; and even 
umong women with 3 children, 28 percent must work. 

France has fewer houses than it had before the war. Sixty percent 
of the young couples who marry in France must live doubled up with 
other families at the start of their married lives. A recent sampling 
of couples married 4 years ago shows 40 percent of them are still liv- 
ing doubled up. Many of them just make-do in furnished rooms in 
rooming houses. All these familial statistics are from a recent series 
of articles in Le Monde, which is, incidentally, often referred to as 
“the voice of the Quai d-Orsay.” 

Le Monde estimates that French women have 400,000 to 600,000 in- 
tentional abortions a year. Most of the women involved are married; 
53 percent of the wives in a survey of 3,000 of the above explain their 
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abortion on grounds of proverty. A rising divorce rate is also at- 
tributable to the housing shortage. 

Let’s look at Germany. Approximately 114 million workers are 
unemployed. Germany is almost 5 million houses short of what it 
needs to house its population with minimum standards of decency. 
The Federal Government at Bonn is spending 40 percent of its budget 
for occupation costs, 40 percent for social charges, including the sup- 
port of expellees, refugees, orphans, widows, and war cripples. 

Many of Germany’s cities are still hargely in ruins. When Bishop 
Dibelius was in Washington recently, he told an audience at the 
Thomas Circle Lutheran Church, “You have heard about the miracle 
of German recovery ; it will take 20 years to complete it.” 

The average German income is $338 a year. 

These people want food, shoes, and homes, and through MSA we are 
promising them barracks. 

Great Britain has 880,000 men under arms and 850,000 workers pro- 
dueing for the armed forces. This is in a country short of manpower 
for vital export industries. British production for MSA-stimulated 
defense absorbs just that industrial capacity which is vital for neces- 
sary civilian investments in Britain and for producton for export. 
The metal-goods industry, largely involved in war production, also 
produced about 40 percent of Britain’s exports. There is thus a seri- 
ous conflict of demand. 

As we all know, Great Britain lives, or withers, by its foreign sales. 
We see, from consulting the little manual of Basic Data on MSA, 
supplied to your committee by the executive branch, that the follow- 
ing jumps in the cost of living occurred after military assistance on 
an enlarged scale began. To be precise, between June 1950 and Febru- 
ary 1953 the cost of living went up 8 percent in Western Germany, 16 
percent in Italy, and 36 percent in France. 

By way of comparison, the corresponding figure for the United 
States was 12 percent during the same period. Consider again the 
poor Frenchman or French woman, who has gone through inflation 
three times worse than ours since military assistance began. 

Lest anyone think we are not getting burned by MSA and its big 
brother, the United States military budget, it would be well to note 
at this point a statement of the United States Department of Com- 
merce, April 21, this year, that the general United States public was in 
debt about $82 billion at the end of 1952. This is more than three times 
the mortgage on American family futures at the end of World War IT. 
Approximately 14 percent of the debt has been accumulated during 
1952. This report was carried in the New York Herald Tribune, 
April 22, 1953. 

The first draft of this bill provides in section 605 (d) for a con- 
tinuation of the MSA program in full or partial effect until June 
1961. This could be a powder train of future inflation. 

We should not overlook the fact that the MSA proposal you have 
before you would authorize almost $6 billion. This means it is the 
second largest appropriation in the entire United States Federal 
budget. 

All the hardships we have described cannot of course be fully attrib- 
utable to MSA but, on the other hand, we must not underestimate the 
“sterilizing” characteristics of MSA munitions dollars. Gun money 
produces nothing except guns, which are a complete economic loss. 
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And what is worse, as has been frequently pointed out to this com- 
mittee, every billion dollars in the form of MSA defense support sent 
to Europe brings about the spending of $214 billion more for guns 
by the recipient countries. Nor does this tell the whole story of 
MSA/’s impact. European wages and prices are much lower than 
here. Therefore, as is pointed out on page 15 of the little manual 
of Basic Data mentioned a minute ago, “European expenditures tend 
to understate the real costs and burdens of defense borne by the 
Europeans.” 

We have here tried to remind the committee of certain vital facts 
about our intervention in the delicate economic apparatus of foreign 
countries. In his recent speech to the country on taxes and defense, 
President Eisenhower pointed out the necessity of maintaining a 
strong civilian economy in this country. It seems to us the same prin- 
ciple should be applied to friendly countries abroad. 

Our recommendations to you would be to slash the military sec- 
tions of this bill to the barest minimum and to increase as far as. pos- 
sible the funds included in it for constructive purposes such as point 
4, expellee housing, other aid to expellees and refugees, and the United 
Nations Children’s Fund. 

Mr. Smiru. Mr. Richards 

Mr. Ricuarps. Mr. Finucane, the gist of what you say is that you 
are against the military provisions of this bill, is that correct? 

Mr. Frxvcane. That is correct, Mr. Richards. 

Mr. Ricuarps. What do you think about the money being authorized 
for our own defense in the United States? 

Mr. Finucane. I think it is probably excessive. As President Ei- 
senhower pointed out in his speech the other night, the military need 
a check on them. They always overestimate their needs. 

Mr. Ricuarps. Historically, your association has been agaimst mili- 
tary preparedness, has it not? You do not think that is the way to get 
at the thing? 

Mr. Frxvcane. We have alw ays favored universal equilateral dis- 
armament. We believe that justice and fairness between nations is a 
better defense than the maintenance perhaps of an artificial situa- 
tion by military means. 

The answer to your question, of course, is yes. We are not against 
military preparedness as such, but against excessive military pre- 
paredness. 

Mr. Ricuarps. Then comes the question, what is excessive military 
preparedness ¢ 

Mr. Finucane. I heard General Ridgway testify before your com- 
mittee, and I reme oes that he very c: arefully renounced responsibility 
for making anything more than an estimate of the military situa- 
tion. He told the members of this committee—in effect, he said: 
“It is up to you to estimate the intent of the Russians. All we can do 
is report to you what we understand the capability of the Soviet Union 
to be, and to prepare our military response to it.” 

Now, the Hoover Commission in its report on the Department of 
Defense made a very important suggestion to which I do not think 
enough attention was paid. In its survey of the Department of 
Defense, it dwelt on the intelligence section and said: 


One thing the military must beware of is the tendency to estimate an enemy 
country’s intentions solely by its capabilities. 
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I think that has been the tendency. 

Mr. Ricuarps. Thank you. That is all, Mr. Chairman. 

Mr. Smrru. Mr. LeCompte. 

Mr. LeComrre. No questions. 

Mr. Smirn. Judge Lanham. 

Mr. Lanuam. No questions. 

Mr. Smirn. Mr. Bentley. 

Mr. Benriey. You heard General Ridgway’s testimony. Do you 
recall the figures he gave us for the strength of the Soviet and satellite 
armed forces? 

Mr. Finucane. Yes; I do. He said 175 Soviet divisions and pos- 
sibly 40 satellite divisions, I think he said. 

Mr. Bentriey. Do you think that such a display of military might 
on the other side would be conducive to our disarmament at the 
present time ¢ 

Mr. Finucane. Not in itself, Mr. Bentley; but i think the other 
emanations that come from the Soviet Union indicate that they are 
determined to start a period of relaxation in international affairs, 
and I do not think we should discourage them in that. I think a 
certain show of reluctance on the part of this committee to give every 
cent that is asked for might encourage President Eisenhower to make 
an agreement with the highest authorities in other countries to taper 
off the cold war. 

Mr. Bentiry. Do you believe we should trust the Soviets in their 
so-called peace maneuvers of the present time / 

Mr. Frxvucane. I think, Mr. Congressman, if the Soviet Union 
wants to make peace or makes a show of wanting to make peace, that. 
it is impossible for us to disregard them. It is impossible for us not 
to dance to their tune, and I will tell you why: If we say, “On the 
basis of the information that we have or is given to us by the Pentagon, 
we think the Russians are fooling us, they are only going through this 
temporary phase and in 5 or 10 years they are going to smack us and 
get. us,” the rest of the world will not take that alibi. The rest of 
the world wants peace so badly—that is the impression I get from 
reading some of the foreign language press and some of the intelli- 
gence-service reports which the Government supplies to the American 
public—that it will not stand for a stiff attitude on our part. I get 
the impression—and also from our own newspapers—I get the im- 
pression that we cannot afford to disregard any initiative ‘that comes 
from Moscow. 

Mr. Benttey. Thank you, Mr. Chairman. 

Mr. Smiru. In that connection, Mr. Finucane, I think that the 
people generally would agree with your proposition that we ought to 
explore every possibility, but is not the President on sound ground 
when he says “Let them make a showing of good faith”? How can 
we believe them ? 

Mr. Finucane. Well, I think that the policy started during Stalin’s 
lifetime, with the Economic Conference in Moscow, with the Chri sa 
mas interview with James Reston, where Stalin said he would be 
glad to meet Eisenhower; and then all the recent things—the release 
of the wounded prisoners and the release of Oatis from a satellite 
country, as well as Malenkov’s speech in October that they believe in 
coexistence with the capitalist countries—I think those are grounds 
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for believing. Now, those are more than verbal assurances. Those 
are steps that have been taken, I would say. 

Mr. Smiru. I would like to believe it, but I have some doubts. I 
am from Missouri. 

Mr. Finucane. It seems to me there are a good many other indica- 
tions, if you started to look over the record. 

Let me see, now—I had a list of these prepared and I would be 
glad to submit them to the committee for its file. 

Mr. Smiru. Without objection, we will be glad to receive them. 

(The information referred to is as follows :) 


List or ADDITIONAL RuSSIAN “DEEDs, Nor Worps” 


Additional signs which indicate Russia’s probable desire for peace are: 

1. The return of United States, British, and French civilians interned since 
the beginning of the Korean war. 

2. The exchange of sick and wounded prisoners of war and the request for 
the resumption of full armistice talks. 

3. The expression of regret at the loss of British airmen and the invitation to 
a conference to find means to prevent such tragedies in the future. 

4. The agreement on the new Secretary General of the United Nations. 

5. The withdrawal of the Russian amendment in the United Nations Political 
Commission which accused Britain and America of misusing the Disarmament 
Commission for their own purposes. 

6. The complete unanimity with which the resolution on Korea was approved 
both in the political committee and the Assembly. 

7. The recent publishing of the full text of Eisenhower's disarmanent speech 
in Pravda. 

8. The permission given by Russian military authorities for the passage 
through Eastern Germany to West Berlin, by train and truck, of supplies ade- 
quate for a 6-month cutoff, according to Secretary of State Dulles. 

9. The Prayda editorial of yesterday (May 24), which said, as printed in 
today’s New York Times: 

“It is quite obvious that, however much the social systems of separate states 
differ, there are not a few vitally important instances in which the interests of 
the peoples of these states converge. Such a vitally important instance is, first 
of all, peace and the development of economic and cultural cooperation between 
the nations. The Soviet Union is ready in all seriousness and in all conscience 
to examine any proposals directed at securing peace and the widest economic 
and cultural connections between states.” 

Evidence of the worldwide desire to exploit every such chance for peace is 
given by the recent statements of Mr. Churchill and Pope Pius XII, urging top- 
ievel negotiations with the Soviet Union. 


Mr. Smiru. Thank you very much, Mr. Finucane. 
Mrs. Stone, please. 


STATEMENT OF MARGARET F. STONE, CHAIRMAN, CITIZENS’ 
COMMITTEE FOR UNICEF 


Mrs. Stone. I am Margaret F. Stone, chairman of the Citizens’ 


Committee for UNICEF and chairman of a group of legislative rep- 
resentatives of various national organizations that have supported 
United States participation in the United Nutions International 
Children’s Emergency Fund. 

The organizations for which I am authorized to make a joint state- 
ment today are—and I am adding one for whom I got the authoriza- 
tion in the mail this morning: 

American Association of Social Workers 
Child Study Association of America 


Child Welfare League of America 
Friends’ Committee on National Legislation 
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National Council of Jewish Women 

National Board of the Young Women’s Christian Associations 

United Church Women 

Woman’s Division of Christian Service of the Board of Missions of the Methodist 

Church 
Women's International League for Peace and Freedom 

Members of these organizations have had a continuing interest in 
the International Children’s Emergency Fund since it was established 
in 1946. They have followed its work on four continents and are 
informed about its program. All of these organizations have shown 
their approval of the program and the fund’s administration of it 
by voting to support continued United States contributions to 
UNICEF. 

As you may know, there hase been a change in emphasis of the pro- 
gram since the fund started in 1947. From 1947-50 it was mostly a 
question of mass feeding of children in the war-devastated areas of 
Europe. At present the projects are concentrated in the underde- 
veloped countries of Africa, Asia, the eastern Mediterranean, and 
Latin America. Long-range programs take up 85 percent of the al- 
locations, while the remaining 15 percent goes to emergency relief of 
children suffering from the effects of floods, fires, famine, or other 
catastrophes. 

These long-range programs include mass campaigns against the 
crippling diseases of childhood, and the provision of equipment for 
local production of insecticides, antibiotics, vaccines, and serums; nu- 
trition demonstrations using dried skim milk, fats, fish-liver oil, and 
so forth, and also the provision of equipment for milk-drying and 
milk-pasteurizing plants to assure better use of locally available milk 
for children; and last—but not least—assistance to maternal and 
child-welfare services through equipment and supplies for rural 
health centers and other children’s institutions. These centers are 
used not only to provide direct services to mothers and children, but 
also as training centers for much needed workers. 

To us the two most significant features of the fund’s operation are: 

1. It brings immediate, tangible results for children by its empha- 
sis on provision of supplies and equipment. As a result, it has been 
outstanding as an instrument of good public relations both for the 
United States and the United Nations. 

I might say here, that in the beginning it was started under the 
aegis of the United States. That is they started the ball rolling and 
the other countries contributed, but the first goods that went over— 
and, of course, many of the goods sent since—have been labeled with 
United States labels, so many of the countries feel that UNICEF is 
the United States. We have gotten a great deal of public good will 
in the other countries from the supplies that have gone over from the 
United States. 

2. It is a self-help program, since it is built on the principle of 
internal matching; for example, each receiving government must sign 
a contract agreeing to furnish at least an equivalent amount of its own 
funds to the project in its country. As a matter of fact, the recipient 
countries all along have done much more than this. For example, in 
1952 they provided funds from their own resources amounting to 
$23,616,000 as against UNICEF program allocations of $13,329,000. 

Another important factor is the close cooperation that exists be- 
tween UNICEF and the World Health Organization, the Food and 
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Agriculture Organization, the Technical Assistance Administration 
of the United Nations, and the UN Department of Social Affairs. 
UNICEF furnishes equipment and supplies, and the other agencies 
furnish technical aid. Through this cooperative effort, countries are 
shown how to set patterns for carrying on permanent child-health 
and welfare services. In the Philippines today, for example, mothers 
can take their children to rural health clinies developed as an out- 
ead of a training center aided by UNICEF until September 1951. 
Similarly, at Sarawak in Borneo mothers continue to bring their 
children in increasing numbers to a maternal and child-health center 
started by UNICEF. 

It is a well-known fact that “care is cheaper than cure,” and there 
is a growing urgency the world over to stop the terrible human and 
economic waste of generations of sickly children dying or growing 
into helpless adults. In India, for instance, half a million peo rle— 
mostly children—die every year of tuberculosis. Another 21% million 
have infectious cases. It has been estimated that the cost of curative 
facilities for these would be more than a billion dollars, which is an 
amount equal to the country’s total yearly budget. India, instead, 
with the help of UNICEF ‘and the World Health Organization, is 
now carrying out a BCG antituberculosis-vaccination campaign which 
aims to cover its 170 million young people within 10 years. “And the 
cost to the government—$840, 000 a year—is certainly small, compared 
with the present economic loss to tuberculosis each year and in view of 
the fact that such a program may well start a new era for the children 
of India. Examples like this could be multiplied many times. 

In view of the fact that the dollars spent for UNICEF projects 
have such lasting results, I should like to comment on the figure of 
$9 million contained in the present legislation. Public law “400 of 
the 82d Congress expresses the intent of Congress that contributions 
to UNICEF by the United States Government should not exceed 
one-third of the total target budget of allocations, *~cluding the 
matching money of recipient countries. On the bas: s of a yearly 
budget of $20 million in funds made available by UNICEF, the total 
budget, including matching money, would be $40 million. This is 
a minimum figure, as I pointed out earlier that the receiving countries 
have matched UNICEF funds many times over. One- third of $40 
million would be over $13 million which would be the proportionate 
share of the United States according te Congress’ own formula. 

At a time of such great tension in the w orld, it is doubly important 
to use money wisely for constructive purposes. The organizations 
I represent feel that there is no more constructive purpose than to 
ensure healthy citizens all over the world who will have had a prac- 
tical demonstration that the freedom-loving countries do care about 
what happens to children. 

Mr. Smirxn. Thank you. 

I have just one question: Does Russia participate in this program ? 

Mrs. Stone. No; it does not. 

Mr. Smirn. Do any of the satellite countries ¢ 

Mrs. Sronez. I believe not. They did in the beginning. I can find 
out for you. 

Mr. Sarru. If you will, and if you will supply that for the record, 
please. 
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(The information requested follows :) 


The last apportionment of money by the executive board of UNICEF to a 
satellite country was in 1951, to Bulgaria. The amount was $40,000 and was 
for the purpose of extending Government production of sera and vaccines. A 
drought, starting in 1947 and lasting through 1949 in some parts of the country, 
had had serious effects on the health of the children. 

During the years 1950-52 the executive board took away previously allotted 
money from satellite countries in the amount of $3,369,000. 

Mr. Smirn. The U. N. is taking care of children behind the: Iron 
Curtain ¢ 

Mrs. Stone. That has almost come to an end. Of course, projects 
were begun in those countries at the end of the war in the war- 
devastated areas, and some of those are being finished. I think there 
is practically none going on now. I can get that definite information 
for you also, but I do know that it has practically been ended. 

Mr. Smrru. Thank you very much. 

Mr. Richards. 

Mr. Ricuarps. No questions. 

Mr. Smirn. Mr. Carnahan, do you have any questions? 

Mr. Carnauan. No questions, Mr. Chairman. 

Mr. Smirn. Mr. LeCompte. 

Mr. LeCompte. No questions, Mr, Chairman. 

Mr. Smirxn. Thank you very much, 

You will supply that information, please. 

Mrs. Stone. You asked about the $400 million. The United States 
has contributed $88,272,073. 

Mr. Smirn. Of the $400 million ¢ 

Mrs. Srone. Yes. 

Mr. Smrru. Do you have the figures on the cost of administration ? 

Mrs. Stone. They have averaged 6.7 percent, but last year they were 
about 13 percent. 

Mr. Smiru. Thank you. 

Mrs. Stone. Thank you for the opportunity to appear. 

Mr. Smiru. Very well. You are welcome, indeed. 

Mr. LeComrre. Mr. Chairman, will we not have to recess a few 
minutes for a quorum call? 

Mr. Smrru. Well, we can do that or we can proceed, whichever way 
you wish. 

The next witness is Mr. Hecht. 


STATEMENT OF GEORGE J. HECHT, CHAIRMAN, AMERICAN PAR- 
ENTS COMMITTEE; PUBLISHER, PARENTS’ MAGAZINE 


Mr. Hecur. I am George J. Hecht, chairman of the American Par- 
ents Committee, a nonprofit, child-welfare organization working for 
better health and educational facilities for ehildyen in the United 
States and throughout the world. I am also publisher of Parents’ 
Magazine, which has a monthly paid circulation of more than a million 
and a half. 

My wife and I have just come back from a trip around the world. 
As my wife was a teacher, and as I am deeply concerned about the 
welfare of children, we went out of our way in each country to 
observe the conditions of children and to learn what the leading 
organizations were doing to better their conditions. 


33064—53——_39 
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No one who has not been to Asia can visualize the unbelievably 
bad conditions under which the vast. majority of the people live. 
The suffering is so great that the people are ripe for the communistic 
propaganda that is being continually spread among them. We our- 
selves saw many sound trucks flying red banners going through the 
villages in India, in Bangkok and in Thailand blasting out. their 
insidious communistic propaganda, with their promises of better 
conditions. 

Children crippled from yaws or suffering with malaria or tubercu- 
losis make for the most unhappy kind of homes. It is my considered 
conviction as a businessman, quite aside from the fact that I am 
interesced in the welfare of children, that the most inexpensive and 
most effective way to combat communism in southeast Asia where the 
Reds are now concentrating their efforts, is to improve the conditions 
of children in the homes of the suffering people. 

Yaws, a highly contagious disease prevalent throughout southeast 
Asia, cripples a child for life. Yet it can be cured in its early stages 
by a 15-cent injection of penicillin. On a plane from Bombay to 
Delhi, I was lucky enough to spend more than an hour talking with 
Mme. Rajkumari Amrit Kaur, the Health Minister of India. She 
told me that the United Nations International Children’s Emergency 
Fund was helping India to build their first penicillin factory. India 
is providing the land and the building and the Children’s Fund, 
generally referred to as UNICEF, is equipping the factory. What 
more intelligent and inexpensive way to combat yaws and other 
diseases than to help India build a penicillin factory which it can use 
to fight this dread disease of childhood ¢ 

I was told also of the injections that are being given to hundreds of 
thousands of children to immunize them against tuberculosis. One- 
half of the children of India die before they are 10 years of age. 
There are hundreds of thousands of villages in India without a 
doctor, without trained nurses and with no hospital anywhere in their 
vicinity. In case you have not heard the following statistic, it is 
something to ponder over. Of the 900 million children in the world 
500 million live in villages and small districts without a hospital, 
without a doctor, and without a public health nurse. 

In Burma Mme. Aung San, widow of the liberator of Burma and 
its first Prime Minister, now in charge of the country’s maternal and 
child health work, took us to visit one of the first schools for midwives 
that has been established in Rangoon. The local government has 
provided for the school and its maintenance, and UNICEF has sup- 
plied the sterilizer and other necessary surgical equipment. One- 
third of the babies in Burma die before their first birthday. 

In Thailand, Dr. Pierra Hoon Vejjabula took us through some of 
the child welfare centers that are being started with the aid of 
UNICEF. UNICEF is providing the DDT which in 3 years they 
hope will eliminate malaria—a great killer of children. 

I could go on for far more time than you can give me to tell you 
of the fundamental child health work being done by UNICEF which 
I saw with my own eyes. Based on my wide knowledge of child- 
welfare work, I can tell you authoritatively that UNICEF is the 
greatest. child-welfare effort of all time. During its 7 years it has 
aided directly more than 60 million children in 72 countries. And in 
1953 it aims to reach more than 25 million mothers and children. 
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Unquestionably UNICEF is the most universally acclaimed of all 
United Nations activities. Sixty-two foreign nations are eontribut- 
ing financially to its support, many of them regularly year after year. 
It is building international good will for the United States. 

The American people are sold on UNICEF. Many individuals 
contribute directly to the fund and others support it by buying 
UNICEF Christmas cards. A great number of women’s and church 
organizations are actively supporting adequate United States papty- 
priations for UNICEF. I was glad to read recently that the Pope 
in Rome has issued an appeal for continuing world support of 
UNICEF. 

In the New York Times about a week ago there was a statement 
by Herbert Hoover urging the continuing United States support of 
UNICEF. 

In the underdeveloped countries of the world, the Communists are 
currently making their greatest efforts. Crippled, malarial, and 
tubercular children in the home make families easy prey for com- 
munistic propaganda. UNICEF is not only doing a great, popular 
humanitarian job, it is also the most economical and effective way 
to fight communism. 

Mr. Smrru. Thank you. Mr. Bentley—— 

Mr. Bentiey. I have no questions. 

Mr. Smiru. Thank you very much, 


STATEMENT OF THOMAS R. OWENS, CHAIRMAN, FOREIGN AFFAIRS 
SUBCOMMITTEE, CIO LEGISLATIVE COMMITTEE 


My name is Thomas R. Owens. I am chairman of the foreign- 
affairs subcommittee of the CIO legislative committee. 

The Congress of Industrial Organizations has consistently sup- 
ported the foreign economic-aid program of our Government as nec- 
essary to the security of the free world and believes that the need for 
it is no less acute now than formerly. 

While we recognize the desirability of terminating our financial 
contributions once our allies have achieved a reasonable degree of 
military and economic self-sufficiency, we do not believe that any 
extensive curtailment of the foreign-aid program can be made at the 
present time. 

We submit this statement on behalf of millions of wage earners 
upon whom the tax burden for this and others measures vital to our 
national welfare falls with disproportionate weight, but who realize 
that it is a cheap price to pay for freedom. 

We believe that the foreign-aid program must continue to be ad- 
ministered with a proper regard for, and a proper balance among, 
the military, economic, and social needs of ourselves and our allies. 
We are disturbed by the recurrent tendency to belittle or ignore the 
social aspects and to concentrate on the purely military or “big busi- 
ness” phases. 

We call for a continuance of those balanced principles which origi 
nally characterized our foreign-aid activities, The program should 
be based on the formula for mutual security as expressed by President 
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Eisenhower on January 23, 1952, when he was supreme commander 


of NATO: 


The strength that a nation or a group of nations can develop is the product 
by multiplying spiritual or moral strength by its economic strength, by its military 
strength. It is the product, not the sum. 

Consequently, if any one of these factors falls to zero, the whole is zero. 
There can be no army unless there is a productive strength and a productive 
power to support it. There can be neither a strong economy nor an army if 
the people are spiritless, if they don’t prize what they are defending. 

It is impossible either in Europe or the Far East to stem the tide 
of communism by arms alone. If the social institutions of those coun- 
tries are not developed to that degree of political and economic 
democracy wherein most people instinctively sense a personal interest, 
ownership, and participation, we may find, to our grief, that internal 
Communist revolutions stimulated from abroad engulf those peoples, 
undoing the progress made with our help and turning our own 
Weapons against us. 

For Europe this means that we must not only continue, but intensify 
our efforts to help the people develop a dynamic, expanding economy 
as the way to an abundant life for all people who are willing to work 
for it. 

The CIO believes that strong free trade unions are essential in 
modern economic life as the economic mechanism for more equitable 
sharing of the national product and as a force creating the incentives 
leading to an expanding economy. Because of our belief in the role of 
the free trade union, the CIO has greatly expanded its European office 
and its representative there is working in close cooperation with the 
existing free international trade-union organizations—the Interna- 
tional Confederation of Free Trade Unions and the International 
Trade Secretariats, in particular, the International Metalworkers’ 
Federation. 

We are, consequently, aware of the difficulties and obstacles to the 
revival of free trade unions working principally as economic organiza- 
tions. We believe that it is essential that the program of the Ameri- 
can Government, undertaken by MSA, should be such as to render the 
success of this effort more likely. The Mutual Security Act in our 
opinion provides the necessary authority. Under it the two prob- 
lems of restrictive practices by industry and the need for strengthen- 
ing the free trade unions can be dealt with. 

it is hardly necessary to point out that the cooperation of European 
labor is a vital necessity in our fight against communism and the estab- 
lishment of mutual defense. 

As a result of their experiences during the last 100 years, the 
European workers are peculiarly susceptible to well-organized and 
often carefully disguised Communist propaganda. We believe, 
therefore, that not only must the United States do the things which 
we believe to be right, but they must be careful not even to give the 
appearance of doing what the European people think is wrong. 

In the underdeveloped areas of the world, we must continue to help 
establish the institutions of freedom for labor to organize and to 
bargain collectively in order that the people by their own initiative 
may act to reduce the wide gulf between the very poor and the very 
rich and to improve gradually their standards of living. We must 
continue to do this at the same time we contribute aid and technical 
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assistance toward strengthening the agricultural and industrial pro- 
ductivity, technological skills, ‘health, and general welfare of those 
countries. 

Reports reaching us from Europe indicate that the concept of the 
expanding economy, which presupposes increasing productivity, as 
promulgated in our foreign-aid program, is finding more and more 
acceptance. This program, as was to be expected because of its very 
complexity, was slow in starting, but is now advancing and should be 
not only continued but expanded. 

The concepts of increasing productivity and the expanding economy 
are now being discussed and supported there in meetings, in the press, 
in trade and scientific liter ature, and on the radio, Extensive pro- 
grams to increase productivity have been undertaken in various in- 
dustries in England, Austria, and France. In some instances the in- 
crease in productivity achieved in individual plants has ranged from 
20 to 50 percent. Many countries have concluded productivity agree- 
ments, and more are presently negotiating them. The Organization 
for European Economic Cooperation has created within itself the 
European Productivity Agency to carry forward the productivity 
program. 

An expanding economy within an integrated Europe is necessary to 
the security and amity of the Western World. As the productive 
capacities of the European countries improve, markets must be found 
for their products to prevent economic disintegration and dangerous 
international tensions. Our encouragement of international trade, 
however, is but a partial answer to the economic problems of our 
allies. Those problems will be rendered less critical when a very simple 
fact is realized—that the masses of the European people themselves 
constitute the greatest potential undeveloped market for their own 
products. This is the nature of the expanding economy of the United 
States and, perhaps, the greatest reason for our social and economic 
stability. 

Much progress has been made in Europe in developing the willing- 
ness to undertake the productivity program and to disseminate its 
benefits as widely as possible through sharing increased returns with 
the workers, and with the consumers through lowered prices. <A con- 
siderable share of the credit for this progress rightly belongs to the 
MSA technical assistance program. Union leaders, key individual 
workers, and management personnel have been brought to the United 
States to observe firsthand the workings of the American system. The 
reactions from Europe, attesting the fruitfulness of this program in 
fostering an understanding of America among the people of the free 
world and in stimulating enthusiasm for the gradual development of 
an expanding economy in Europe, have been encouraging, to say the 
least. 

Many participants in the training teams which have visited the 
United States have become vocal and convinced advocates for our 
country and our system on their return home. We have received in- 
formation of Italians who have publicly rebutted and confounded 
Communist spokesmen at mass meetings by describing their complete 
freedom of travel and observation while in the United States and 
challenging the Communists to testify to similar experiences in the 
Soviet Union. Italian participants in these teams have held reunions 
and public discussions of their observations here. These meetings and 
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the accompanying publicity have reflected great credit upon our coun- 
try and are particularly opportune at this time when, in general, an 
unintelligent and emotional anti-Americanism, by all reports, is rising 
against us. 

The same benefits accrue from the work-study-training-productivity 
program undertaken by MSA. Up to the present time, about 750 Eu- 
ropean workers and technicians have been enabled to spend a year 
working in American industry, studying American community life, 
observing our labor relations and the complexities and subtleties of 
our expanding economy which must be experienced to be understood. 

The evaluation teams of 54 business men, who recently went abroad 
to survey and report on the Mutual Security Program, in their final 
recommendations manifested a remarkable degree of obtuseness re- 
garding some of the basic principles of foreign aid, such as the pro- 
ductivity and labor programs. In our opinion, the report of these 
business men is restricted to a narrow economic and business point of 
view. Our foreign-aid programs certainly need constant study and 
reevaluation, but by citizens who by their training and experience are 
equipped to comprehend or pass judgment on a complicated program 
with so many far-reaching social, economic, political, military, and 
iternational implications. 

It is obvious from recent current events that the unity of the West- 
ern World has been gravely shaken, much to the joy and advantage of 
our enemies. It is our sincere hope that no changes made in this pro- 
gram will further this trend. We believe that a well-balanced foreign- 
aid program, administered with full realization of the pride and self- 
respect of our allies, can be the strongest instrument in developing 
that unity without which we stand in danger of falling into perilous 
isolation. 

We do not appear here arguing on behalf of any particular or sec- 
tional interest. Behind the Iron Curtain, the interests of all social 
groupings of free society are completely ignored. The alternatives 
before the world are still the preservation of freedom and democracy 
on the one hand; and the spread of totalitarian darkness on the 
other. It is for these reasons that we urge the Congress to appropriate 
the greatest possible amount for the foreign-aid program consistent 
with our own economic security, and this cannot be less than the abso- 
lute minimum of $5,828,000,000 requested by the President for this 
purpose. 

Mr. Smiru. The hearing will adjourn until 2:30 this afternoon. 

(Whereupon, at 11:45 a. m., the committee adjourned to reconvene 
at 2:30 p. m., the same day.) 


AFTERNOON SESSION 


Chairman Currerriep. The committee will come to order. 

Mr. W. Raymond Ogg, International Affairs Department, Amer- 
ican Farm Bureau Federation, will be our first witness this afternoon. 

You may proceed, Mr. Ogg. 
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STATEMENT OF W. RAYMOND OGG, INTERNATIONAL AFFAIRS 
DEPARTMENT, AMERICAN FARM BUREAU FEDERATION 


Mr: Oce. Mre Chairman, my name~is W. Raymond Ogg. I have 
been with the American Farm Bureau since 1925. I spent 3 years 
in Europe recently, helping to’ promote the ECA program and the 
MSA. 

I want to express my appreciation to you and the members of the 
committee on behalf of the American Farm Bureau for this oppor- 
tunity to present the Farm Bureau’s suggestions to your committee. 

I wish to express appreciation to the committee for the opportunity 
to appear here today to discuss the Mutual Security Program—a sub- 
ject which vitally affects the security and well being of every citizen 
in our Republic and the entire free world. I appear here on behalf 
of the American Farm Bureau Federation which represents in its 
membership approximately 114 million farm families in 47 States 
and Puerto Rico. 

We are in full accord with the objective of the Mutual Security 
Program as stated by President Eisenhower which is “to enable the 
United States to carry out its responsibilities of leadership in build- 
ing up the security of the free world and the prospects for peace both 
for ourselves and our allies” and the attainment of “the long-term secu- 
rity of the United States living in the shadow of the Soviet threat.” 

We do not believe, however, that the present program is adequate to 
achieve these objectives which are of such paramount importance to 
the security and prosperity of America and the rest of the free world. 
[ will endeavor to point out later in what respects we consider the 
program inadequate and to present our specific recommendations. 

Before discussing particular aspects of the program, I wish to make 
it clear that we recognize the grave dangers confronting America and 
the rest of the free world and the responsibilities of leadership which 
destiny has placed upon the United States as the strongest Nation in 
the free world. 

We accept with the utmost seriousness the solemn warnings of the 
mortal threats confronting our country and the rest of the free world, 
that have been given by persons in the positions of highest leadership. 

We believe it is essential to recognize the nature and extent of the 
threat to our security and to our liberties and free institutions. 

We are confronted with a worldwide conspiracy of the Communist 
rulers of Soviet Russia who are seeking by aggression from without 
or within the free nations to destroy the freedom and security of free 
men throughout the world. 

This crucial struggle between the Communist conspiracy and the 
free world is divided into three phases: 

1. The military phase which includes the development of adequate 
measures of defense by the free nations to prevent or repulse aggres- 
sion and to preserve peace and security. 

2. The economic hee which is the development of effective meas- 
ures of international cooperation by the free nations to enable them to 
support an adequate defense effort and to maintain a free, expanding, 
and prosperous economy. 

3. The ideological struggle for the minds and allegiance of the peo- 
ples of the world—a struggle between two opposite and conflicting 


philosophies. 
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1. MUTUAL DEFENSE PROGRAM 


We recognize the critical and urgent importance of building up 
sufficient military strength to provide security against aggression. 

We strongly support the concept of collective security through the 
mutual efforts of the United States and other free nations through such 
agencies as the North Atlantic Treaty Organization and the Organiza- 
tion of the American States. 

America to be secure must have strong and resolute allies. The 
same thing applies to every one of the free nations. In the face of the 
worldwide threat of Communist aggression, no single nation is strong 
enough alone to provide adequate security for its people and its 
institutions. 

The United States and cooperating nations can provide far more 
effective defenses at much less cost through collective efforts than 
would be the case if each nation tries independently to build up its 
armed forces and equip them. 

The development of regional defense organizations of free nations 
for mutual security can greatly increase the security of the free world 
from aggression. We should continue to encourage and aid collective 
defense efforts such as the European defense community to biild up a 
European army instead of separate national armies. 

Encouraging progress has been made toward European unity. The 
Schuman plan to create a free market for coal, iron, and steel for 6 
European countries with a population of over 150 million people is 
now a reality. Instead of fighting over these resources as in past gen- 
erations, they are sharing these resources in a common market. The 
European defense community to create a single European army is 
on the way toward enactment, we hope. A plan to create a political 
federation of European states, something akin to a United States of 
Europe with authority to reduce trade barriers and create a single 
market to provide for free movement of goods, capital, and peoples has 
been drafted and is now in the process of consideration. 

The attainment of such an objective would greatly strengthen 
Europe and enable it to attain more secure and prosperous nations. 
Considerable work has been done to create also a single market for 
agricultural products with progressive elimination of trade barriers. 

We wish to recommend that greater emphasis be placed upon extend- 
ing dollar aid to other countries to develop their own defense estab- 
lishments and their own production facilities, as far as practicable 
and within the limits of military security instead of the United States 
furnishing such a large part of its military aid in the form of mili- 
tary equipment and hardware produced in the United States. This 
will not only strengthen their capacity to defend themselves, but 
the dollars supplied for this purpose will help relieve the shortage of 
dollars until more basic steps can be taken to close the dollar gap. 


2. BUILDING ECONOMIC STRENGTH OF THE FREE WORLD 


Our chief criticism of the Mutual Security Program which the com- 
mittee has under consideration is its preponderant emphasis and re- 
liance upon military preparation for mutual security of the free world. 
Of the total funds requested aggregating approximately $5,250,000,- 
000, all but $550 million are for military weapons and for support 
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directly to the defense efforts of our allies. A little over one-tenth 
of the funds are for technical, economic, and developmental purposes 
designed to promote the more effective use of the economic resources 
of the free nations. 

As I have already stated, we do not discount the imperative neces- 
sity for the free world to build up its military defenses as rapidly as 
possible. This is essential for the survival of the free world. 

But we wish to stress our conviction that building up military 
strength alone is not enough to assure the security of the United States 
and the rest of the free world. In this crucial worldwide struggle with 
militant communism, if we rely solely upon military strength, we shall 
fail. 

Security is not alone a state of military preparedness. It requires 
also the creation of the will and determination of free peoples to 
remain free and to defend themselves. America and the other free 
nations must build up their economic strength in order to support 
adequate defense measures and at the same time provide prosperous 
and expanding economies. Finally, there is the task of winning the 
ideological struggle with the Communists for the minds and allegiance 
of the masses of people. This is a particularly critical and crucial 
problem in great areas of the world where hundreds of millions of 
people living in underdeveloped areas are living in wretched poverty 
and misery, a constant prey to the wiles of Communist propaganda. 

We recognize that the attainment of these objectives requires a long- 
term program. It also requires cooperative efforts by the free nations. 
It cannot be done alone by the United States or any other single nation. 

We believe that our international economic relations at this stage 
of the world struggle are vitally important to our national security 
and domestic prosperity. America, with only 7 percent of the world’s 
population and about one-half of the world’s industrial production, 
cannot be secure against the Communist threat without long-term 
United States economic and defense arrangements with the nations 
of the free world. Such arrangements must recognize the vital eco- 
nomic needs of all nations so joined together. They can be bound 
together in an enduring defense arrangement only if America and the 
other cooperating nations of the free world are made mutually bene- 
fiting partners in an expanding free world economy. 

This requires that the United States exert its leadership to develop, 
in cooperation with friendly nations, sound policies and measures of 
international cooperation directed toward systematic abandonment of 
the maze of restrictions over production, distribution, and utilization 
of goods, services, and investments throughout the world; the encour- 
agement of private investments and the free flow of capital between 
nations; the expansion of international trade as an outlet for the in- 
creasing productivity of farms and factories: the convertibility of 
currencies and other measures to strengthen the economies of America 
and the other free nations. 

To endure, our international relations must be based on sound eco- 
nomic cooperation and self-respect. It requires a relationship based 
on a sound trade policy, rather than continued dependence upon eco- 
nomic aid, 

Since the end of World War II the total foreign aid extended by the 
United States just about equals our excess of exports over imports. 
What we have been doing in effect is giving away dollars to pay for 
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our excess of exports over imports. For example, in the case of agri- 
cultural exports, during the past 4 years, an average of 33.5 percent 
of our ee of wheat and flour, 42.7 percent of our coarse grain 
exports, 18 percent of our fats and oils exports, 43.4 percent of our 
cotton exports, and 47 percent of our tobacco exports have been financed 
directly by foreign-aid programs. This does not take into account the 
subsidies of wheat exports under the International Wheat Agreement 
which aggregated during 4 years about $580 million. 

Obviously we cannot continue to give away the dollars to maintain 
our export outlets. Our customers must be able to earn sufficient 
dollars, either directly or indirectly, to pay for the goods they need 
to buy from us, and which we need to sell them. If we are to maintain 
a high level of exports we must recognize that trade is a two-way 
street. If we want to export we must be willing to import and do the 
other things necessary to put our trade on a sound basis. Of course you 
understand the trade that I am referr ing to is much more complicated 
than the United States buying directly “from one country everything 
it has to sell and our shipping them goods we have to sell in exchange. 
The “two-way street” idea envisions multilateral trade involving the 
exchange of goods and services, and encouraging investments among 
the free nations of the world. 

In light of these facts it seems to us that we have about three alter- 
natives: (1) we can continue to appropriate large amount of money 
for our foreign-aid programs, (2) we can reduce our domestic roduc- 
tion, (3) we can, through trade, foreign investments, the purchase of 
services, tourist travel and other methods, make available to our cus- 
tomers the opportunity to earn their way and continue to be purchasers 
of United States products, both industrial and agricultural. It seems 
clear, and it is the stated view of the American Farm Bureau Fed- 
eration, that the first alternative cannot be permanent. With regard 
to No. 2, reducing production domestically, 1f we follow this alterna- 
tive in agriculture it means acreage control, marketing quotas and 
other restraints on production, mar keting and prices, which ultimately 
will lead to less income for farmers. We believe ways can be found to 
make alternative No. 3, trade, work on a sound basis and we sincerely 
believe that is the course ford the United States to follow. 

We believe that the proper approach to this problem is through pol- 
icies which will promote a mutually advantageous exchange of goods 
and services, plus increased foreign travel and investment on a mul- 
tilateral basis. 

There is another important reason why the solution of this trade 
problem is of vital importance to our own security and that of the 
free world. Communist Russia is busily engaged in trying to drive an 
economic wedge between the United States and the other free nations. 

For example, Western Europe depends on imports for one-third of 
its present food supply. They also have to import all of their cotton 
and most of their tobacco from outside sources. These people, partic- 
ularly in Western Europe, will seek sources of supply for their ee 
and fiber in order to meet their requirements. It seems to us the‘ 
is to our advantage in America, both economically and politically, na 
continue to export our food and fiber to these free nations in Western 
Europe and other parts of the world. 

Already there are evidences accumulating that the countries in 
Western Europe as well as Asia are seeking their food and raw-ma- 
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terial supply from the Iron Curtain countries. Because Western 
Europe is unable to earn sufficient dollars through exports of goods and 
services to the United States, it is turning to the Iron Curtain coun- 
tries for agricultural products and industrial raw materials. The 
Communists are willing to trade agricultural products for manu- 
factured articles. This kind of trade relieves the manufacturing ca- 
pacity in Russia and permits her to build war material. It aggravates 
our problem of surpluses and causes undue price declines in our mar- 
ket. Perhaps one of the most important aspects of this problem is 
that it tends to drive an economic and political wedge between the 
United States and other free nations and thus weakens the very foun- 
dation for our collective security. 

For these reasons the American Farm Bureau Federation, at its 
last annual meeting, recommended the creation by Congress of a bi- 
partisan Commission somewhat similar to the Hoover Commission 
on Government Reorganization—to study these problems and to de- 
velop recommendations. We were pleased that President Eisenhower 
recently recommended to Congress the creation of a bipartisan Com- 
mission for such purposes and that the Senate has already passed 
Senate Joint Reachutice 78 for this purpose. We sincerely hope the 


measure will receive early approval by the House. 

We recognize that it is probably not possibie in the time remaining 
in this current fiscal year which ends on June 30, for the President 
and Congress to develop the necessary changes in legislation, policies, 
and programs to carry out the kind of program which we are sug- 
gesting for consideration. We believe the proposed bipartisan Com- 
mission can be of great assistance in formulating such a program in 


time for enactment by the next session of Congress. 

In the meantime, much can be done in the way of interim actions to 
cope with serious economic and trade problems that are confronting 
the United States and the rest of the free world. As interim measures 
we wish to submit the following recommendations: 

Pending the study by the proposed Commission and overall recom- 
mendations to deal with the problems of foreign aid, foreign trade, 
and other foreign economic problems and policies, we recommend the 
following interim actions in the pending legislation : 

(a) That the mutual security program devote its efforts in the 
economic field primarily to helping to develop a free world economy 
in which the United States and all friendly industrial and under- 
developed nations can live and maintain dignity and sound economies ; 

(6) That prime reliance be placed upon encouraging private capital 
and expanding trade to do this job. The Mutual security program 
should emphasize the expansion of mutually profitable trade, rather 
than continued dependence upon aid and should look to the early 
liquidation of its operations as soon as trade has expanded sufficiently ; 

(¢) The United States should accept payment for goods made avail- 
able through this program, in the most convertible currencies and 
such currencies should be used by the United States for (1) loans 
through credit institutions in participating countries to increase pro- 
duction facilities and encourage international trade and (2) payment 
of United States obligations for cooperative defense establishments, 
the maintenance of United States troops abroad, stockpiling of stra- 
tegic materials and other United States Government expenditures 
abroad. We believe that this approach would give much more flexi- 
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bility to the present method of generating and utilizing counterpart 
funds and would make it possible to focus utilization of these funds 
more effectively on projects which will contribute to strengthening 
the economy of participating countries and facilitating an expansion 
of trade in the free world. 

(d) Utilize excessive stockpiles of United States farm products 
within the framework of the mutual security program to help attain 
its objectives. 

Earlier I mentioned the creation and work of the proposed biparti- 
san Foreign Economic Commission. We have great hope that the 
Commission will be able to recommend to the Congress the means to 
harmonize overall United States domestic and foreign economic polli- 
cies with our national security objectives. 

However, there is a major problem which we believe should be 
brought before this committee for action before the proposed biparti- 
san Foreign Economic Commission will have time to consider its solu- 
tion. 

It has never been the policy of the American Farm Bureau Federa- 
tion to seek to use foreign-aid program. as a means to unload United 
States farm surpluses, On the contrary, AF BF has repeatedly op- 
posed all efforts to earmark such funds in 1950. The record of our op- 
yosition to such practices is clear. Furthermore, the American Farm 
baveat Federation has repeatedly and consistently opposed rigid high 
price supports without regard to demand, which programs have led to 
the accumulation of dangerously high agricultural stocks owned and 
under purchase agteement by the United States Government. The 
record of our opposition to these programs is clear. 

However, notwithstanding our opposition to domestic practices 
which result in surpluses, investments of the Commodity Credit Cor- 
poration in farm products owned or under purchase agreement is now 
more than $3 billion and may reach from four and one-half to five 
billion dollars by the end of this year. These surpluses, which might 
have been avoided by a flexible price-support program, create a major 
problem with which the United States must deal this year. The testi- 
mony that has been presented to your committee refers again and again 
to the need for food and consumer goods to raise living standards 
among the people of cooperating nations. 

While we still oppose the domestic policies which have led to the 
farm surpluses and oppose the use of foreign aid programs as a means 
of unloading farm surpluses created by unwise domestic policies, we 
believe these surpluses should be disposed of in a way to get maximum 
value received for the United States. We believe it is possible to do 
this by developing a thoroughly sound program which would use up to 
a billion dollars of CCC stocks to reinforce the United States Mutual 
Security Program. 

Farm products sold, for example, to countries operating under 
agreement with the Technical Assistance Administration and depend- 
encies of NATO countries, might generate local currencies for the full 
equivalent of the United States investment for use to strengthen the 
Mutual Security Program and at the same time avoid the risk of a 
release of CCC stocks at low prices later on and without accomplish- 
ing any useful United States objective. 

We recommend that your committee consider authorization to sell 
up to a billion dollars worth of Commodity Credit Corporation stocks 
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through private traders in cooperating countries at maximum prices 
the market will bri ing. The proceeds of such sales could thus be used 
to reinforce the Mutual Security Program by providing capital for 
increasing production and trade among all cooperating nations. 

We wish to make it clear that we are not proposing to use the Mutual 
Security Program to dump these stocks on other countries. Their 
participation in this program would be entirely voluntary and by 
mutual agreement between them and the United States, in the regular 
processes “of administeri ing this program. 

Other interim measures on which we recommend early action 
and which we believe will contribute to economic strength and secu- 
rity of the free world are: 

(a) Extension of the Trade Agreements Act for another year, with- 
out amendments pending recommendations of proposed bipartisan 
commission. 

(6) Enactment of legislation to simplify customs regulations and 
procedures. 

(c) Modification of “Buy American” legislation to enable friendly 
nations to increase their dollar earnings. 

(7d) Immediate action to be taken to negotiate reductions recipro- 
cally of United States duties in excess of 25 percent ad valorem and 
to encourage further reductions in trade barriers among all cooperat- 
ing nations. 

(e) Eoncouragement and asistance by the Export-Import Bank to 
promote the expansion of internation: al private trade, by means of 
credit where private credit is not available at reasonable rates. 

(f) Ratification of the revised International Wheat Agreement. 

(7) Strengthening of the Foreign Agricultural Service through 
providing more funds to obtain experienced personnel to promote 
agricultural exports, strengthening the informational services to ex- 
porters, and giving agric ‘ultural attaches comparable status with 
Treasury and ‘milits ary attaches by transferring them from the State 
Department to the supervision of the Secretary of Agriculture. 


TECHNICAL ASSISTANCE 


The third phase of the mutual security effort is the technical assist- 
ance program, especialy to aid in the economic development of under- 
developed areas of the free world. This part of the program can 
make a great contribution to the attainment of the economic objectives 
of the mutual security program. 

It should be designed to offer undeveloped friendly nations tech- 
nical training and demonstrational services. It should aid and facili- 
tate economic development but it should not be used as a vehicle to 
obtain funds for economic aid. 

We consider it also very important to keep this program separate 
from the military aid program. We therefore strongly urge that 
United States technical assistance be administered by one agency 
which maintains its own identity as an American program with its 
own budget and with complete authority over all phases of the pro- 
gram. Placing the technical assistance program under the general 
supervision of the Director of Mutual Security Administration will 
permit coordination of all technical assistance programs but we re- 
iterate the importance of keeping this program separate and distinct 





616 MUTUAL SECURITY ACT EXTENSION 


from military aid. Otherwise, we will play right into the hands of 
Communist propagandists in other countries who are already spread- 
ing a flood of propaganda that the United States aid programs are 
imperialist schemes of America to rule the world. 

Likewise we believe every effort should be made through cooperative 
arrangements to coordinate the United States program of technical 
assistance with cooperative efforts of the United Nations and the FAO 
to which the United States is making a major contribution. 

We especially commend the policy which has been established in the 
technical assistance program to utilize the facilities of the United 
States Department of Agriculture, the land grant colleges of the vari- 
ous States and the overseas agricultural] attachés of the Foreign Agri- 
cultural Service. We believe this principle should be continued and 
extended so as to utilize these facilities in the agricultural field to 
the maximum extent practicable. 

United States technical assistance should be based on genuine re- 
quests by participating countries and bona fide local financial and 
other supports. Since it is obvious there is a limit to what participat- 
ing countries can do and the extent to which the United States can 
supply aid, it is essential that technical assistance be based upon the 
development of a well considered program of economic development 
with a schedule of priorities for specific projects to be undertaken, in 
order that the maximum results can be attained at minimum cost and 
time. 

We believe that a long range program of technical assistance to 
facilitate economic development of eT ee areas can make a 
major contribution to bringing about a better balance in international 
trade among the free nations. The United States and other countries 
need many products, especially raw materials. The development of 
these resources and the expansion of exports to the dollar area and 
elsewhere can supply dollars to bridge the dollar gap between the 
dollar areas. 

These areas have large supplies of products which the United States 
and the rest of the world needs. If these resources and the export 
trade of these countries can be expanded, it will contribute to a better 
balanced world trade. Also the development of the Nation’s resources 
and the raising of incomes and purchasing power of the masses of 
people through increased production and productivity will open up 
a vast market for goods produced in these countries and produced by 
the rest of the free world. 

Equally important, the sound development of these underdeveloped 
areas on a basis that will increase productivity and purchasing power 
of the people will provide the greatest possible bulwark against the 
inroads of communism. 

Mr. Chairman, we recognize seriously the dangers confronting 
not only our country but all of the free countries of the world. We 
are in full accord with the objectives which President Eisenhower 
stated to be the objectives of the Mutual Security Program in his 
message to Congress in which he said that the program was— 
to enable the United States to carry out its responsibilities of leadership in 
building up the security of the free world, and the prospects for peace, both for 


ourselves and our allies. The basic purpose of this program is simply the long- 
term security of the United States living in the shadow of the Soviet threat. 
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As we have studied this program, we don’t believe that it is ade- 
quate té achieve these objectives. I would like to point out a little 
later in what respect and to give you our specific suggestions. 

We might say right here, however, by way of explanation, that we 
recognize it probably isn’t possible in this particular bill to do all of 
the things that we are going to suggest to you, but we do think there 
are some things that could be done not only in this bill but in other 
related measures at this session. 

Just to explain our general view on this question of a Mutual 
Security Program, as we see it, we first need to recognize the nature 
and extent of this world struggle with communism. As we see it, it 
is divided into three phases. ‘There is the military phase, the building 
up of adequate military forces and equipment to prevent aggression, 
to provide military security. 

Second, there is the economic phase of building up the strength not 
only of our own country but of other free nations—aiding them to 
build up their strength, their economic strength, so that they can 
support an adequate defense effort, and at the same time have an 
expanding free world economy. 

Third, there is the ideological struggle with communism to capture 
the allegiance of the masses of people, particularly in these under- 
developed areas. 

Our chief criticism of this program is the preponderant reliance 
upon miiltary effort to attain mutual security. Out of some $5.25 
billion, as we understand the figures, something over $4 billion is for 
either direct or indirect military aid. 

Now I want to make it clear we are not questioning the necessity 
to build up our military strength. We all recognize that, and its 
urgent importance, that we not only build up our own strength but 
help our friends and allies likewise. 

Secondly, we are in favor of the collective security system. We 
believe that that is much cheaper and much more effective than each 
country building up its own separate independent military effort. 

We feel that mutual security is more than just building up military 
preparedness ; that first it requires the creation of the will on the part 
of peoples to defend themselves, and the strength with which to do 
it, and to strengthen their economies. 

Now the question is, How can this effort in the economic field be 
accomplished ¢ 

Again, I want to emphasize that we are not suggesting or recom- 
mending a permanent system of handouts of economic aid. We think 
that on the contrary that one of the most urgent needs at this time 
is to take a fresh look at all of our programs, the foreign-aid programs, 
our foreign trade and all of the related problems, and come up with 
a better and more effective program. 

That is why, gentlemen, the American Farm Bureau recommended 
that Congress establish a bipartisan commission to go into these 
matters and come forward with a well-considered, long-range program. 

Weare very pleased that the President saw fit to send over a special 
message to Congress recommending such a commission. We are 
pleased that the Senate has already passed eight joint resolutions for 
that purpose, and we hope, sir, that the House will see fit to give early 
approval so that this Commission can go to work. 
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As we indicated in a recent telegram sent to the committee—if I 
might explain briefly why we sent you this message—we feel, how- 
ever, there is a need for a change in the language of the resolution in 
section 9. We would like to recommend that this be reworded to read 
as follows: 

The Commission is directed to examine, study, and report on the foreign eco- 
nomic policies of the United States with special emphasis on recommending pol- 
icies, measures, and practices for stimulating the sound expansion of interna- 
tional trade and harmonizing the overall domestic and foreign economic policies 
of the United States with its national security objectives. 

Briefly there are two points therein which we believe would improve 
the work of the Commission. 

First in the title of the resolution it reads, “for the establishment of 
a Commission on Foreign Economic Policy,” but as section 9 now 
veads it appears to be limited to the subject of international trade, 
although some of the other statements are somewhat broader. 

We believe it ought to cover as the title indicates, and as the Presi- 
dent in many places in his message mentioned, it should cover the 
broader field of the economic policy of the United States—the foreign 
economic policy. 

The second point we are calling your attention to is the need to har- 
monize our domestic policies and our foreign economic policies with 
our national security objectives. 

What I mean, for example, is this: We have in the agricultural field 
the farm-price-support policies under which we are piling up enor- 
mous surpluses. We think that that policy, that rigid, high support- 
price policy, without adequate regard for demand is tending to pile up 
unnecessarily these supplies, and is making our program in the foreign 
field more difficult. 

It seemed to us this Commission could render a real service by sug- 
gesting how we could harmonize our domestic and our foreign eco- 
nomic programs. 

Thank you very much, Mr. Chairman. I wanted to explain the 
reason for sending you that. 

Now I would like your permission at this time to go into a little 
more the second proposition. 

As | indicated, we think much can be done now pending the work of 
ihis Commission. We believe that this session of Congress, and before 
the next session, that much could be done to improve the situation in 
the economic field. 

Basically, as 1 indicated a while ago, we would like to see this pro- 
gram pointed more nearly toward greater emphasis, first, insofar as 
economic aid is needed, toward developing a free world economy, 
recognizing that we are all a part of that economy and that we and the 
other countries must have a program that will recognize—that will be 
mutually profitable and advantageous. 

We believe through better trade policies and international agree- 
ments and 5a are that we can promote a greater flow of trade, a 
greater flow of private investment capital that will bridge this dollar 
gap or help to bridge it, without continued dependence on economic aid. 

Chairman Currerrizitp. Do you mind if I interrupt there? 

Mr. Oae. No, sir. 

_ Chairman Cuiperrienp. In this program there is, of course, a large 
figure for offshore procurement. While those offshore procurements 
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are for the most part for military end items, yet it does help to close 
the dollar gap that you are speaking of and to that extent make dol- 
lars priitebto | in those foreign countries to buy from us things in the 
economic field. 

Mr. Oce. That is correct: and that gets to one of the first recom- 
mendations we wanted to make to your committee, that in the military 
part of the program we believe it would be in the interest of our own 
country and the other free countries if a larger or greater emphasis 
and a larger percentage of funds could be devoted not only to offshore 
procurement but to helping these countries develop their own defense 
establishments to help defend themselves, rather than giving so much 
of our aid in the form of grants of finished military goods, because as 
you say, where we provide the dollars to build up our own defense or 
provide offshore procurement for another country, we not only help 
them become stronger themselves, but those dollars temporarily fill in 
this dollar gap. 

Chairman CutrerrreLp. Those dollars really have triple value. 

Mr. Oac. Surely. 

I am not sure I fully understand the exact uses of all these from 
the report. I am not sure—I may be in error on this—but, as I un- 
derstand the proposed allocation of funds, there is only about $500 
million of the approximately $4.7 billion—— 

Chairman CurperFieLp. | am trying to get that figure now. 

Mr. Crawford will furnish it to me in just a few minutes. 

Mr. Oe. At any rate, we recommend strongly that principle, and 
in the long run we believe we will be more secure if we can use a greater 
percentage of funds to help them develop their own defense rather 
than furnishing them finished material. 

Chairman Curperrietp. May | interrupt? 

Mr. Crawford tells me that Mr. Halaby testified that offshore pro- 
curement amounts to about $1 billion. 

Mr. Oe. That is out of approximately $4.25 billion in military aid. 

Our recommendation, basically, would be, consistent with military 
security, that a larger percentage be used for offshore procurement 
and helping them build up their own defense production. 

Now, in the economic field, Mr. Chairman, on the long-range pro- 
gram, we feel that is something that has to wait for the considered 
study of a group like the Commission; but in the meantime, as I 
stated earlier, we believe there are some very specific things that could 
be done. 

First, we would like to recommend, insofar as economic aid is con- 
cerned, that it be devoted primarily to helping develop a free world 
economy and to place primary reliance on encouraging private capital 
and expanding trade to do this job, rather than continued dependence 
on aid. 

Second, we believe that the system of counterpart funds would be 
more effective if it were replaced with another approach which we 
have suggested, I believe. 

Last, year I believe the Farm Bureau recommended this: That the 
United States should accept payment in the goods we furnish through 
this program, in local currency or any other currency that is converti- 
ble and that which use those currencies, in agreement with the par- 
ticipating country, first for credit through the established credit 
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agencies of the country, to build up the productivity and the economy 
of the country. 

Second, they could be used for helping to pay our obligations for 
contributions to cooperative military establishment expenses, to help 
maintain our troops abroad, for the stockpiling of strategic materials, 
and so on. 

We think that, by selling these commodities for local currencies, 
it would give much more flexibility in focusing the use upon projects 
that would make the maximum contribution to economic strength 
of the country. 

It would be done, of course, in agreement with the country. 

Third, we believe that it could make a contribution to promoting 
trade between these cooperating countries. 

Chairman Cuiperrietp. You are advocating that we make better use 
and more diversified use of the local currencies ? 

Mr. Oec. The country sells them, but the counterpart funds are 
put into a fund in the country and there has been some difficulty in 
some countries in getting those funds used. It is a matter of mutual 
agreement. 

Chairman Curperrievp. It is a matter of greater and better use of 
those funds. 

Mr. Oca. That is right. 

If we instead sell these commodities and acc ept payment in the local 
currencies, then the United States Government owns those currencies 
and then it is perhaps in a better position to negotiate how they can 
be used. 

Chairman CurperrretD. We have discussed the problem of having 
local currencies in the name of the United States Government. It 
was decided that it was an arrangement other countries would not 
like to participate in unless they had equal control of the funds. 

Mr. Occ. We are not suggesting that we unilaterally decide what 
should be done. We think that would be a very great mistake. We 
think this is a “mutual” security program and they must take the full 
responsibility for what is done in their country. 

It is merely a question of which method would give us the maximum 
results, 

Now, I have mentioned the question of offshore procurement. 

Now, Mr. Chairman, I would like to present to you another propo- 
sition for your consideration which we believe could make a very 
significant contribution in the immediate future to promoting the at- 
tainment of mutual security in the economic field. 

We would like to see consideration given to using some of the moun- 
tainous stockpiles of farm commodities which we have piled up and 
are still piling up, to sell these commodities and accept payment in 
local currency through the facilities and the usual processes of the 
Mutual Security Program, these local currencies to be used for the 
purpose of implementing and promoting the objectives of the Mutual 
Security Program. They could be used not only for—the local cur- 
rencies accepted in payment could be used in the country to promote 
the development of economic projects, to promote the economic de- 
velopment of these countries. They could be used to promote trade 
between them and between them and us; and what we are suggesting, 
I want to emphasize, however, is not a dumping program, 
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We have opposed from the very beginning any attempt to use the 
foreign-aid program as a means of dumping our surpluses on the 
worl or earmarking the funds for that purpose, and we still are. 

Chairman Currerrietp. Would you favor in this bill sending wheat 
to Pakistan ? 

Mr. Oca. We would favor it under certain safeguards, If Con- 
gress would authorize the use of, say, up to $1 billion of the stocks 
now held by the Commodity Credit Corporation, that would mean 
commodities that they now own could be used in this program to 
implement its purposes. 

Now, I want to emphasize stvvral points there. As I said, we 
don’t want to see that forced on any country. We think it should 
be entirely voluntary. We don’t think it should be an outright gift. 
We think it should be sold; that it could be sold to them for local 
currency and that local currency could be used in the same way as 
other local currencies in the program are being used to promote the 
objectives of economic strength and security. 

Now, also, I think in fairness, unless there be some misunderstand- 
ing of the Farm Bureau’s position in this matter, I would like to point 
out that the American Farm Bureau has opposed the policy of a rigid, 
high price support without regard to the demand. That has been 
to a considerable degree responsible for piling up these surpluses, 
and we still are in favor and we still believe in a more flexible price 
support—that that would avoid such surpluses. 

onceek the Congress believes for another year at least that we 
will continue the policy of rigid high support prices. 

Now, that being the case, it seems to us that we ought not to just 
let these surpluses pile up indefinitely until it gets completely out of 
hand. If we can use them, we should do so. 

Chairman Currerrietp. Let us find out about the schedule. We 
have 7 witnesses here. How much time do you want, and how much 
time does your friend Mr. Garnett want? We have 7 witnesses, and I 
want to be fair to them all. 

Mr. Oca. I think we can finish in 10 minutes. 

I would like Mr. Garnett to say something since he has just come 
back from India. 


STATEMENT OF GWINN GARNETT AMERICAN FARM BUREAU 
FEDERATION 


Mr. Garnett. We have this large surplus of $3 billion in agricul- 
tural products. It is likely to be from $414 to $5 billion by the end 
of the year. We don’t come here as pleaders, or are we trying to 
make a raid on the Public Treasury, or anything of the kind. Yet, 
we do feel that perhaps before the end of the year there is going to be 
a lot of pressure developed which will just try to dispose of these 
stocks helter-skelter. 

We think that here is a time when they might be injected into this 
Mutual Security Program in a way to reinforce the whole program, 
that much of the need for mutual security and economic development 
and for expanding trade is a need for local currency. We would like 
to urge that this committee consider the possibility of using up to 
$1 billion of Commodity Credit stocks, which might be used to rein- 
force the Mutual Security Program in this way. 

Chairman CurrerrreLp. May I ask a question? 
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Mr. Garnett. Yes. 

Chairman Crrperriecvp. I am making your testimony longer, and 
I hate to do that, but you say you have ‘visited India. 

Mr. Garnett. I was there for a short time, sir. 

Chairman Criperrretp. Do you think we should spend money for 
watersheds and dams abroad when the budget in this country does not 
include flood projects? I have been trying since 1948 to get only 
$26,000 for a review on the Rock River-Green River Basin in my dis- 
trict where the flood itself last spring cost our farmers $5 million. 

Mr. Garnett. I am not prepared to answer that question specifi- 

cally. However, there is a great need for food in India and India is 
an important part of our whole strategic defense. I think the ex- 
penditures that have been made there do strengthen their economy. 

Mr. O«e. I think there is this side, too, Congr essman : We have this 
$3 billion in CCC stocks already committed, and we may have $5 
billion before the end. Now, the question is how can we get rid of 
some of this without taking more losses. There is the way we be- 
lieve that we would take the minimum loss and get a double benefit. 
Now, what en we they should follow with regard to the counter- 
part I would not sa 

Mr. LeCompte. Do I understand you to propose $1 billion worth 
of farm products that are held by ¢ ‘ommodity Credit ? 

Mr. Oce. Up to $1 billion. 

Mr. LeComrpre. How much do we have? 

Mr. Oce. We have about $3 billion worth that they have either 
bought or have commitments to buy, and we may have four or five 
billion dollars worth on the end of the vear. 

Mr. LeComrrr. Do you propose in addition to this bill of $5.8 bil- 
lion, that a billion dollars be added in commodities to be shipped to 
North Atlantic countries? 

Mr. Occ. We are not contemplating an additional $1 billion. 

Mr. LeComprr. You would reduce this bill by $1 billion. 

Mr. Occ. We are saying in addition to what is authorized in this 
bill that you authorize the use of up to $1 billion for these 
commodities. 

Mr. LeCompre. You subtract the amount of money by $1 billion. 

Mr. Oae. No, sir. 

Mr. LeCompre. Would you add $1 billion? 

Mr. Oee. No: you wouldn’t add it so far as this bill is concerned. 

Mr. LeCompre. It would be a separate bill perhaps, but it would be 
$1 billion more. 

Mr. Oce. The Commodity Credit Corporation, you see, gets its 
funds from borrowed money. 

Mr. LeCompre. I understand that, but if we pass this bill that is 
before us, there will be $5.8 billion in offshore procurement, military 
aid, economic aid, and so forth, and on top of that, you suggest $1 
billion worth of commodity credit merchandise which we have in 
storage in this country. 

Mr. Oe. They have already expended the money. 

Mr. LeComrre. We have the goods and you propose to send this in 
addition to what is provided in this bill. 

Mr. Oce. To authorize it, ves, sir. 

Mr. LeComrre. And to take in payment curencies of the countries 
to which it is sent ? 
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Mr. Occ. Wes. 

Mr. LeComrre. What would we do with our counterpart money 
that is in those countries / 

Mr. Occ. We would use it then for projects and uses, part of which 
would be matters of mutual agreement between our Government and 
receiving governments, to further promote the economic development 
of the country. 

Mr. LeComrrr. Would not this $1 billion in commodities be in sub- 
stance an addition to another billion dollars of counterpart funds? 

Mr. Oe. It would have that effect, yes, exactly. But here is the 
thing, Congressman: We have $3 billion now. 

Mr. LeCompre. We have the products, but you are going to send 
the products abroad and take currency of those countries in payment, 
and that will be in substance counterpart currency. It may not be 

called that, but it will practically be that, will it not, if I understand 
you? 

Mr. Oae. That is right. 

Mr. LeComrre. I do not want you to accuse me of trying to mis- 
quote you. Iam just trying to ask you. 

Mr. O«e. Oh, no, and I want to emphasize, sir, that we haven't tried 
to work out all the details and ramifications. I would like to have 
it understood that we are merely presenting this for consideration 
of your committee and the administration. We just want it presented 
here for study. 

Mr. LeComrre. You understand I am just asking you; I am not 
telling you. 

Mr. Oac. We realize there are some difficult problems involved, but 
we do know this, if we don’t do something about these mounting sur- 
pluses—which we are putting in boats for stor age—iunless we can get 
rid of some of these surpluses, we are likely to have to take millions 
of acres of land out of wheat production in the next year, and the 
acreage equivalent of over 1 million bales of cotton—so I am just 
pointing out problems which if we don’t do something about—will 
cause greater difficulties. 

Mr. LeCompte. I am intrigued by your idea. 

Mr. Bentiey. I suppose you are talking about nonperishables, are 
you not ¢ 

Mr. Oee. We are talking about any commodities the Commodity 
Credit Corporation might own. They do have some semiperishable 
items like dried fruit. 

Mr. Bentiey. What would be the price at which this would be sold 
in the foreign countries, existing world prices ¢ 

Mr. Occ. That would be something for our Government to 
determine. 

Mr. Garnett. If I may interrupt, the object would be to sell them 
for the maximum amount of local currency Which you would use in 
‘urn for economic development in those countries. 

Mr. Bentiey. They would almost have to be at existing world prices, 
would they not, at a maximum ! 

Mr. Garnerr. They might run higher in certain countries, which 
either didn’t have, or wouldn't allot foreign exchange. 

You see, a country might not permit the use of foreign exchange to 
buy dried fruit or dried milk, we will say, but in a particular case 
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you might bid high for it. The policy would be to generate the 
maximum amount of local currenc y. 

Mr. Bentiey. It is presumed, of course, in any case that would be 
below the existing support price in the United States. 

Mr. Garnett. That isn’t necessarily true. 

Mr. Oae. It depends on whether your price is above the world level. 
It is on some things. 

Mr. Garnett. Milk in India might be above our support price. 

Mr. Benriey. Does this come under what you call the two-price 
system ¢ 

Mr. Oca. It is a form of it, but it is not usually what I speak of as 
that. It isa different price, but it isn’t what is normally called a two- 
price system. 

We get into a situation sometimes where we would get our price 
support too high and then in order to move it you have to take a loss 
on it. It is a difference of whether you plan to do it ahead of time 
or whether it happens as a result of unforeseen circumstances. 

Under the wheat agreement we have legalized dumping, you might 

say, under that ¢ agreement, where we sell below our price. 

Gentlemen, there is just one other point that I would like to stress 
here that I think ought to be considered carefully in connection with 
this last proposition. It is the whole problem of how do we develop or 
solve this problem of getting away from aid and on to trade. 

Russia is now negotiaing, we understand, with India, to buy 1 
million tons of wheat. In other words, we have wheat running out of 
our ears, and India has recently signed the new wheat agreement. 

Also in Europe, the Russians are right now meeting in Geneva try- 
ing to draw off our allies into their own trade orbit. 

It seems to us that it is vital to this security program that we develop 
ways and means by which the free nations can trade and support 
their own economies, and we think that here we have a resource to 
bridge this gap temporarily until a broader program could be estab- 
lished. 

Chairman Cureerrretp. Thank you, gentlemen. 

If you wish to revise your remarks, you will have an opportunity. 

Mr. Oce. We appreciate very much the time you have given us 
Mr, Chairman. 

Chairman Currerrtetp. Mr. Frazer A. Bailey, president, National 
Federation of American Shipping, Inc. 


STATEMENT OF FRAZER A. BAILEY, PRESIDENT, NATIONAL 
FEDERATION OF AMERICAN SHIPPING, INC. 


Mr. Batter. My name is Frazer Bailey. I am president of the 
National Federation of American Shipping, Inc. We represent a 
majority of all of the deepwater American-flag ships. I am appear- 
ing in connection with committee print dated May 5, 1952, and we 
are supporting the Mutual Security Act. 

The committee print, as we read it, leaves untouched the provision 
in which we are interested. We are ocean-shipping operators, and we 
are interested in ocean-shipping transportation. We find nothing in 
here that changes the present national policy with respect to support- 
ing that portion of our economy, while we are trying to help other 
nations. 
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Chairman Chiperfield, is there to be any testimony on the Richards 
bill, H. R, 1071 ¢ 

Chairman Currerrrecp. We are not considering the Richards bill. 

Mr. Baitey. Then that is all I have to say, sir. Our position has 
not changed, and it supports the present national and congressional 
policy. 

Chairman Currerrtevp. I cannot predict what the Congress will do 
ahead of time. It is privileged to consider anything. 

Mr. Batey. If the Richards bill comes before the committee, may 
we have the privilege of submitting a statement because we think it 
requires two small clarifying amendments ¢ 

Chairman CntperFievp. Yes. 

Thank you very much. 

Mrs. Robert E. Fisher, National Congress of Parents and Teachers. 


STATEMENT OF MRS. CLIFFORD N. HENKINS, LEGISLATIVE CHAIR- 
MAN, NATIONAL CONGRESS OF PARENTS AND TEACHERS. (BY 


MRS. EDITH FISHER, FOREIGN AFFAIRS MEMBER) 


Mrs. FisHer. Mr. Chairman and members of the House Foreign 
Affairs Committee, the National Congress of Parents and Teachers, 
with its nearly 8 million memberships in 40,000 parent-teacher asso- 
ciations throughout the country, is concerned with the welfare of 
children in all parts of the world. It is our deep conviction that the 
lives of our children are permanently bound up with the lives of chil- 
dren everywhere. We have, therefore, been deeply concerned about 
the appropriations for the United Nations International Children’s 
Emergency Fund and the authorization for a similar continuing pro- 
gram, specifically geared to the needs of children on the international 
level and operating through the United Nations. 

Consequently, we applaud the executive recommendations in the 
mutual security program for fiscal year 1954, in which it is proposed 
that international children’s welfare work be continued. We deeply 
respect and trust the vision and courage of this committee to include 
in the bill which you will report to the Congress the authorization for 
an adequate amount of money to assure the other countries of our 
wholesome cooperation in this work and to insure that this program 
be effectively continued. It bears repeating that the UNICEF pro- 
gram, which is currently operating in 69 countries and territories, 
which has during the past 6 years aided over 60 million children in 
those most vital areas of need—nutrition and sanitation—is based on 
the sound principle of self-help. This gives the hope of permanence 
to the good achieved. We understand that in many countries this 
program has come to be known as the U. N. in action—an important 
achievement in its own right. 

Therefore, the National Congress of Parents and Teachers is happy 
to endorse this program of international children’s welfare work. We 
feel that it is'a very important international program and we urge your 
most careful and generous consideration of the authorization for this 
work in fiscal 1954. We shall await with hope and confidence the 
couteome of your deliberations. 

Chairman Currrrrretp. Thank you very kindly. 

Miss Elizabeth Kendall, Washington, D. C. 
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Miss Kenpaut. Mr. Chairman and members of the committee, | 
have not prepared a statement but I have a number of things I would 
like to say and I will be as brief as I can. 

Chairman CutrerrreLD. Whom do you represent, Miss Kendall? 

Miss Kenpauu. I just represent myself as a taxpayer. I believe 
that this matter is a very practical and sensible matter. In my opin- 
ion our foreign relations would be a lot better today if this had been 
thought about in our aid bill sometime ago but anyway it probably 
is not too late. 

I would like to say, on the matter of whether I am for or against 
this bill, I would like to put it this way: If I had to make a choice 
between having Uncle Sam be an altruistic pauper or have him be 
a hard-hearted self-centered billionnaire, I would choose to lave 
Uncle Sam be an altruistic pauper. In that respect I go along. with 
a bill like that. 

Chairman CuirerFretp. Do you mean that is what the bill is going 
to do? 

Miss Kenpatx. But I do not think we need to make that choice 
today. I do not think it is a necessary choice because there is a middle 
road that has not, I understand, been explored by the Senate commit- 
tee nor the House committee, nor anyone in the executive departments. 
I have tried to find out as best I can and I do not believe it has been 
explored. I have felt the idea is good and other people have hit upon 
the same idea and it is a “natural”—that people who want more Fed- 
eral aid would approve of, or those who want less Federal aid or 
high taxes or low taxes. 

I think the British and the Americans would approve of it. 

I would like to read a paragraph in here in a letter that I wrote 
to your committee members in 1950, that is the theme of my proposal 
today. I suggest the following: 

Requests made of countries now receiving our ECA and military and other 
aid—those in 1950—that they cede to us certain lands they claim in the Antarctic 
and/or grant leases or royalties on possible mineral wealth there. Our aid 
abroad will doubtless continue under one name or another and that is all very 
well, but the United States taxpayers and their great grandchildren may be very 
glad to have something in return, especially inasmuch as historically we have 
rights to great tracts in the Antarctic. The exploring heroes of other lands 
would, I feel, be glad to know that their work would enable their home lands to 
stand on their own feet, at least in some measure, and even more honor would 
anecrue to such heroes— 
such Antarctic heroes. 

Way back here on page 73 of this measure—— 

Chairman Crirrrrretp. We have not come to page 1 yet. That 
comes next week. 

Miss Kenpati. Anyway, on page 73 of the proposed bill here, it 
says: 

No assistance shall be made available to any country unless the President 
determines that the furnishing of such assistance will strengthen the security 
of the United States and promote world peace, and unless the recipient country 
has agreed to join in promoting international understanding and good will, and 


in maintaining world peace, and to take such action as may be mutually agreed 
upon to eliminate causes of international tension. 


Well, now, of course, I have to go on just what I read in the paper. 
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There are many sources of information available to the committees 
that I do not have but it seems to me the countries who are recipients 
of the moneys proposed here are not doing those things. 

It says, “No assistance shall be made available to any country,” un- 
less we think we are doing those things. 

Chairman CutrerFIeLp. We passed the Battle Act which prohibited 
trade between recipients of our aid and the Soviet Union and its 
satellites of articles that would increase their war potential. 

You have read the papers on that too, have you not ? 

Miss Kenpaty. Yes; I have. 

And it seems to me that as a tangible and sensible thing for what 
we are—we are a world banker—it seems to me that the sensible, logical 
thing is to ask for certain lands. 

Now, this Antarctic proposal would concern oaly, today, seven na- 
tions among those who are receiving some of this aid. But tomorrow, 
it might be eight nations. It might be nine. Russia is interested. 
There is great interest in the Antarctic in Germany. 

But today, it would concern seven nations and in order to make it 
equitable, if you should consider it advisable to incorporate the idea 
in this bill, it would be necessary then to say that land, so much land, 
so much acreage or square miles, for so many dollars would be asked 
of every country. 

Then, if it seemed pertinent to waive it in some instances, all right. 
You could waive it in some instances or take it in the territory of the 
home grounds of the country or the overseas territories of a given 
country. Then, you would have something—we would have some- 
thing the aay ers could approve of, and taxpayers would probably 
not feel that $5.8 billion would be too much, if they could put some- 
thing tangible i in their pockets for a rainy day, in respect to national 
resources. 

And your bill here on pages 13 and 14 points out that there are 
deficiencies. It says it right in black and white, that there is a drain 
on the United States natural resources. 

In one clause here we are asking to facilitate the transfer to the 
United States of materials required by the United States as a result 
of deficiencies or potential deficiencies in its own resources. 

Well, that is all right. That is shifting from one continent to an- 
other continent the known resources of the world, but when there is a 
whole continent, a very little bit smaller than South America, with 
untapped resources available practically for the asking, for the atten- 
tion we could put on it, why just concern ourselves with shifting re- 
sources, shifting resources from other continents to the United States 
and back and forth like that, and not developing a new continent? It 
does not seem too logical. 

It seems to me that it is pertinent to this bill to do something like 
this. 

Now, in a sense, that is putting the cart before the horse. Last 
year before your committee there was introduced a joint resolution, 
291, which proposed sovereignty of the United States over certain 
areas in the Antarctic. 

It seems to me that should come first and then this sort of a bill, 
in order not to be putting the cart before the horse. 
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I think the psychological value of this to the recipient nations 
would be immeasurable and the psychological value to our taxpayers 
would be immeasurable. 

Chairman Curperrtevp. I do thank you for your statement and 
appreciate it very much. 

Mr. Merrow. Mr. Chairman, may I make a comment? 

Chairman Cutrerriep. Yes. 

Mr. Merrow. From what you have said I take it you would be for 
attaching various conditions to American aid, not only in respect 
to the proposal that you have made but with reference to other mat- 
ters. In other words if we give the aid we should insist that certain 
things be done, which are desirable in helping those countries receiv- 
ing assistance and in helping ourselves. 

Miss Kenparx. Well, a banker asks for collateral. If some pauper 
or some jyegger comes in to a banker and wants some money and the 
banker can see, for instance, precious jewels hanging out of his 
pockets, the banker kindly points out, “Why you can sell some of 
those.” 

Mr. Merrow. I agree with that proposition in general and I con- 
gratulate you for making a statement along this line. 

I have also been for conditions attached to our foreign aid, feeling 
that it would be mutually beneficial to those countries and to ourselves. 

Miss Kenpvatx. Quid pro quo. Something like that. 

Chairman Curerrrtecp. Thank you very much. 


Mr. Norman W. Raies. 


STATEMENT OF NORMAN W. RAIES, PUBLIC-RELATIONS 
CONSULTANT, WASHINGTON, D. C. 


Chairman Currerrieitp. Do you have a statement or are you just 
going to tell us about your views? 

Mr. Rates. I have a sort of combination of the two, Mr. Chairman. 
I know you are limited in time, so I do not know just what procedure 
you would suggest. 

Chairman Cutrerrretp. Whichever you prefer. 

Mr. Rares. This is the introduction. My name is Norman W. Raies. 
I am a native of West Virginia, and I have been acting as a public- 
relations man in both California and W ashington for ‘several years, 
largely with the Middle East countries here in the Washington area, 
the Middle East problems, and the Syrian-Lebanese activities in this 
country, having organized the Western Federation, the first Syrian- 
Lebanese American Legion post, the Los Angeles Syrian- Lebanese 
American Council, and I was vice president of the Midwest Federa- 

tion for several years, during w hich time I was at least regarded as 
the leader for the movement in this country for freedom for Syria 
and Lebanon in those days, during the war years. 

My principal purpose in appearing here today is to propose a very 
vigorous protest, against any aid to France. I have not had an oppor- 
tunity, as Mr. Crawford knows, to get all the material together, be- 
cause I thought when the request was first made that I would have 
more opportunity to prepare this material for you. 

However, I do understand that some of the Mutual Security funds 
are earmarked for France, some classified and some not, and there 
are about three categories, as I understand them, as they will be dis- 
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pensed once the Mutual Security aid is adopted—if and when. One 
is the regutar economic aid which we object to strenuously. 

Chairman Currrerriecp. That is called Defense Support now. 

Mr. Rates. I see, the Defense Support. I appreciate your getting 
the classification right for me. 

Second is the $100-million allocation which I believe is for the pur- 
chase of military equipment and supplies, and which I hope, if it does 
go through, will be strictly controlled so that none of it will be used 
for the continued oppression of the north African countries. 

The third is the amount that is to be allocated for the Indochina 
war, pursuing the Indochina war, which the French claim is against 
communism but which I believe has never been actually declared for- 
mally by France—at least the former presidential candidate, Adlai 
Stevenson, made that statement this week in which he made the same 
remark: that the French declaration should be made more clear as 
to intent there. 

I appear here today, though, as a native-born American whose ante- 
cedents came to this country from the Arab world many years ago. 
I fee] that I know both the American as well as the Arab viewpoint 
on world affairs. Hence, I believe I speak the sentiments of not 
only the average American but the million Americans of Arab back- 
ground who have settled in virtually every community in the United 
States and who have become, as all of you know, intensely loyal 
American citizens. You know them well, mostly as Syrians or Leba- 
nese. And while I do not know many of your Congressmen on this 
committee, I do know several of them in Congress who are very 
familiar with the group that I am referring to, and I believe that 
there would be unanimity of opinion on these remarks. 

Also, I can assure you that I represent the views beyond any ques- 
tion of the 11 Arabic-speaking nations. All of them are gravely 
concerned about the various situations and crises now existent in the 
Arabic Middle East. As you know, there are 2 or 3. One is being 
discussed now in another committee—on Arab refugees, which we 
will not go into at this time, here. As I understand it, the discussion 
here is pretty much circumscribed to include only Mutual Security 
allocations. 

Chairman Crtperrienp. May I say that we have divided this com- 
mittee up mto 8 subcommittees and we have a committee headed 
by the Honorable Frances P. Bolton, on Africa and the Near East. 
Her subcommittee has held a number of meetings, and the matter to 
which you are calling our attention has been examined rather thor- 
oughly and a study is being made of the problem that you are speaking 
about today. 

Mr. Rares. On the refugees, you mean ? 

Chairman Currerrtecp. No; I mean with regard to the general situ- 
ation of Africa and the Near East. We have an area subcommittee 
called Africa and the Near East. It is a geographical subcommittee. 

Mr. Rates. Mrs. Bolton is the head of that ? 

Chairman Crtrrerrterp. We have meetings on these different areas, 
and we discuss the issues as they arise. 

Mr. Rares. Today we are concerned with one principal crisis and 
that is the oppression of the north African Arab nations by the 
French. This is the full committee, is it, Mr. Chairman. It repre- 
sents the full committee ¢ 
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Chairman CurperFieLtp. It represents the full committee, but we 
are having a session down on the floor, unfortunately, where votes 
are coming up on legislation. For that reason, a number of members 
eannot be here. 

Mr. Rates. Do you think this would be more propitious another day 
or more opportune for you? 

Chairman Cuuirerrievp. I think if you will prepare a statement for 
the record it would be helpful. Perhaps at a later date you might 
ask Mrs. Bolton to appear before her subcommittee. 

Mr. Rares. Well, whatever the committee prefers. We would like 
to be heard in the full committee when it is convenient to them, and 
if this subject has not been covered—it was my understanding that it 
had not been discussed by either the subcommittees or the full com- 
mittee with regard to the Tunis-Morocco-Algeria north African 
countries that are involved. 

Chairman Currerriecp. I do not know what our schedule will be, 
We will take it under consideration. If you want to add something 
to your remarks for the record, please do so. If you want to go on 
for a short time, you may. 

All those issues that you are bringing up are matters that have been 
considered, to my knowledge, before some subcommittees. 

I do not see any members of that African and Near Eastern 
Committee here today. 

Mr. Rams. I have a statement here that would take about 5 or 10 
minutes to be heard ; then the other material could be incorporated into 
the record, unless you have a vote coming up. 

Chairman Cnirerrierp. You never know when a vote is coming up 
in Congress. 

Mr. Rares. When you hear a bell, is that it ? 

If you wish, I can read this until the bell rings. 

Chairman Curerrtetp. I am sorry to have interrupted vou. 

Mr. Benriey. I wonder if there is any particular part of the legis- 
lation that Mr. Raies wants to comment on. 

Mr. Raiss. Just the three things that I mentioned. 

Mr. Bent ey. Are you familiar with the bill? 

Mr. Rares. Not all the parts of it; no. 

Chairman CuiprrrieLtp. You are bringing up the nationalist move- 
ment and the colonial issue. It really is not involved in this bill. 

I think that you should put your statement in the record and add 
to it anything that you desire, because that is your right, and I would 
like to have you make any statement that you desire. 

It is impossible to settle the whole problem in 10 minutes. 

Mr. Rares. I understand that, Mr. Chairman. The problem 1s not 
to be solved that way. Our principal objection is the inconsistency of 
this country, which Bo freedom more than any other nation 
in the world, assisting France in what it is doing. 

Chairman CurperFieLp. Then, why should we give anything to a 
number of countries ? 

Mr. Rass. Well, I do not know. Each allocation for the countries 
have different purposes, and I am interested only in the French aid, 
myself. The justification of the other aid I do not know about, but I 
do believe that the American people would object to any assistance to 
France if they knew all the Prete about their operation in the north 
African countries. That is why I come to you, because 1 believe if you 
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were to poll your constituents you would find them all feeling the 
same way as we do: that they do not want to help finance the sub- 
jugation ‘of those peoples who are attempting to get their independ- 
ence, ignoring United Nations dictates, avoiding the issue in the 
U nited Nations where it belongs, and also the U nited States policy 
of abstaining from giving them a hearing in the United Nations. 

Chairman Curperrreyp. I think you have given a very fine state- 
ment of your position. 

Mr. Rais. Well, good. I am glad that is clear 

I might say of the foreign aid that is given, I think there is some 
aid here earmarked for Morocco. 

Chairman CutrerrieLD. I could not tell you. 

Mr. Rares. There has been in France. The money was sent to 
France and was reallocated from France. The people in Morocco 
and north Africa did not know actually that it came from the United 
States. Sometimes it is French industrialists there which does us 
no good. It seems there should be some rigid inspection or some sur- 
veillance of the disbursement of funds that we give them, of any type, 
to see that they are properly allocated and that they are not used in 
any way to continue the extension of their colonialism and the colonial 
practices in north African countries. 

It is true that we get into two or three different classifications of 
activity, but I think mainly we are interested in the money that goes 
to France, and which is used in relation to these north African coun- 
tries which are seeking their independence and which France ignores. 
They have been creating violence ever since the last United Nations 
Assembly adjourned. 

All these statements can be documented by facts which we can in- 
sert in the record and by information that you have received yourself. 

Chairman Currerrrecp. Are there any questions? 

Mr. Merrow. You do not mean to say you do not think the French 
are fighting the Communists in Indochina? 

Mr. Rares. Well, that is a question, of course, that many people 
have asked, Congressman. As I said, there is a hesitancy on the part 
of France to state that they are fighting communism or that they are 
really going to grant these countries their freedom once they defeat 
the Communists. 

Mr. Merrow. France is fighting the Communists out there, is she 
not ¢ 

Mr. Rates. Yes; she is, but I think recent editorials, as recently as 
Saturday in the Washington Star and some of the other Washington 
papers whose editorial policies are highly respected, indicate that 
France has not been very consistent in her objectives there or in the 
handling of the Indochina matter. 

Witness their reaction on the Laos invasion recently. And their 
recent tactics, as the Washington Post said, to blackmail the United 
States into certain desired action. 

Chairman Currerrievp. I did not see that statement. 

Mr. Ratrs. I refer to the Post and other papers throughout the 
country which have similarly opposed French tactics. 

I think it is important for the people in the United States to know 
that France is ruthless with these foreign countries over which she 
imposed her controls, and all this money that goes to them I do not 
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believe does much to create pro-American sentiment even outside the 
colonialism phase. 

I think you will agree that there is severe anti-Americanism in 
France. Communism has a strong hold on them despite all of the 
millions of dollars we have spent. “This should impel us to give more 
thorough consideration to any proposal of aid to that country. 

Of course, we think principally in terms of the north African 
countries who are trying to get their independence and have been 
pursuing this objective for many years. 

For instance, Morocco has tried to recover her sovereignty. I do 
have with me, if we had the time to hear him, a representative of the 
Liberation Party, the independence party in Morocco, whom many 
of you know. He is Dr. El Mehdi Ben-Aboud. He could give you 
firsthand information on conditions in Moroceo which you may not 
hear about except. possibly through certain intelligence that you 
may get. 

The remarks we make about Morocco, I think, can be very well 
applied to Tunis and Algeria. It is one of those situations which does 
not get much publicity. 

Chairman Cutrerrievp. I may say, for your information, the matter 
that you have been talking about has been given serious attention 
through subcommittee meetings. Every member of the full committee 
has a right to be present. I know I have been at a number of those 
meetings. 

You may supplement your statement in any way you wish, Mr. 
Raies, by putting in the record any facts that you have before you. 

Mr. Rates. This is the last day of the hearings, is it not, Mr. Chair- 
man { 

Chairman Cuiperrietp. We are going to have some other hearings, 
but I could not speak for my committee about future operations. 

Mr. Benriey. Mr. Chairman, I suggest that Mr. Raies get in touch 
with Mrs. Bolton. I think it is a very appropriate subject for her 
subcommittee. 

Mr. Razes. I asked Mr. Crawford specifically whether this testi- 
mony I would give would be within the scope of the discussion, is 
that right ? 

Mr. CrawForp. I told you it would be necessary for you to address 
yourself to the bill. You said you wanted to speak in opposition to 
aid to France. 

Mr. Rates. Well, this is related to the aid to France. That is why 
I bring it up. 

If you think it is more properly a subject for another subcommittee, 
that is all right. We really want to be heard and go on record in 
opposition. However herewith are some important statements for 
the current record which I submit respectfully. 

(The statements referred to are as follows:) 


From A STATEMENT BY STEPHEN J. Skusrk, WeLI-KNOWN AMERICAN POLITICAL 
FIGURE AND AMERICAN UKRAINIAN LEADER 


I would like to discuss for a moment a matter which has concerned me as an 
Ameriean for some time. I am disturbed by the apparent lack of consistency in 
the application of principles in our foreign relations. During the past campaign 
I heard a number of political speeches attacking the policy of containment on 
the grounds that it was a policy which was lacking in moral prineiple, that it in 
effect abandoned the peoples behind the Iron Curtain to the Communists. 
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I also heard the enunciation of a policy of liberation which promised hope to 
the peoples behind the Iron Curtain for their liberation by peacefu] means. I 
heard it said that the policy of liberation was based upon the principles of our 
Founding Fathers, the principles that made America great. As I listened to these 
speeches I was inclined to accept the policy of liberation as the policy which 
I would like to see America pursue. I felt that such a policy had universal 
application, that it applied to the subjugated nations throughout the world. 

It was inconceivable that a great country such as America could have a policy 
based on universal principles which would not be universally applied. There 
are many people throughout the wourld who yearn for freedom and independ- 
ence much as we yearned for it before 1776. By our example in the Revolution 
against the tyranny of the British we inspired subjugated peoples throughout 
the world to follow our leadership. 

We did not hesitate to give a helping hand to the Greek people who fought 
against the domination of the Turks. In the archives of the United States Con- 
gress we can find many instances when American leaders of stout heart and firm 
principle cried out for the freedom of peoples who were suffering under the 
domination of a foreign tyrant. What has happered to the leaders of America 
in this generation who cannot find the courage to stand firmly upon the finer 
principles, who instead shrink from the questions which are difficult of solution 
and which call for application of a principle which causes the greater powers 
embarrassment? 

I, as an American, cannot countenance such conduct on the part of our leaders. 
I would like to see America follow a course of conduct which is not based upon 
expediency but rather based upon principle. I would like to see American leaders 
walk proudly in the sight of all men and not just the powerful few. When the 
people of Morocco or Tunis or Poland or the Ukraine fight and die in the hope of 
freeing themselves from a foreign domination, Americans should cheer them as 
we ourselves were cheered on by the French and others when we were struggling 
to be free. 

I believe that Americans cannot without shame refuse to support the subjugated 
peoples. The leaders of the present administration came into position of power 
on the promise that they would follow a course in our foreign policy which was 
based upon principle. I believe that they have a mandate from the people to 
stand four square for the principles they so eloquently presented during the past 
political campaign. 

I cannot help but feel that when we compromise our principles to expediency 
in Morocco and Tunis we are repudiating our principles and in this repudiation 
we are laying the seed of our own future subjugation. We cannot be so foolish 
as to believe that the present state of the world will always remain so. The 
status quo will change in spite of what we fail to do. 

I believe that if we want the status quo to change in the manner we like we 
will have to take the Jead in setting up the changes. If we do not take the lead- 
ership which the world has offered us then other powers will. It is naive to 
believe that because certain peoples are our friends today they will remain so 
forever. We must make friends with peoples and not just current governments: 
governments come and go but the people remain. 

Let us recall the fall of past empires and be warned that present empires will 
also fall. We can let them fall or we can try to keep them strong so that they 
can continue to dominate the subjugated peoples. The choice is not simple but 
it is important. We will act as great men or small and I would rather Americans 
act as the great men I hold them to be. 


(Here is a typical north African specimen of French tyranny :) 


Morocco has become a critical area in north Africa because of the French 
colonial regime of human exploitation under a police-state system. This French 
policy of aggression and violence in Morocco is a direct denial of the free-world 
ideal. 

Not only the Moroccans, but 500 million Moslems throughout the world are 
watching this discrepancy between words and deeds. 

The French have ignored the action of the United Nations which called upon 
them to give the Moroccans civil liberties and to enter into negotiations with 
them. Instead, they have Jaunched a violent repression, killing hundreds and 
jailing thousands. 

In the words of Edmund Stevens. chief of the Mediterranean News Bureau of 
the Christian Science Monitor, the French have “turned their backs on the U. N., 
preferring to rely instead on force—on those modern police techniques which have 
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proved all too often that wholesale arrests, prisons, concentration camps, and 
automatic weapons can prevail over moral issues—for a time at least * * *.” 

In the region of Casablanca alone, after the United Nations had adopted a 
resolution recommending to refrain from any act of violence, more than a thou- 
sand Moroccans were killed. The French authorities are now engaging in the 
most heinous gestapo-like torture methods to terrorize the native population into 
complete submission to their totalitarian rule, as they did in Indochina, leading 
to communism and open revolt. 

Morocco, Which maintained its independence for 14 centuries, until the French 
imposed a protectorate treaty in 1912, was promised democratic and progressive 
reforms by the French. Instead French military forces— 

(1) Stripped the Moroccan Government of its powers and established their 
own government in violation of international law, since Morocco, as a protec- 
torate, is legally a sovereign state. 

(2) Bstablished a state of siege which has been in effect for 40 years. As a 
result Moroccans have no freedom of speech, assembly, labor unions, travel in- 
side or outside of the country. and no democratic elections. Morocean political 
parties never have been recognized, student organizations and newspapers have 
been closed. Even the Boy Scouts have been forbidden. 

(3) Refused to guarantee individual freedom and private property. The 
French president of the bar in Morocco summed up the situation in 1950 in 
these words: “No court of justice, no magistrates, no laws. Right of self- 
defense nonexistent. Individual liberty—none. Abuse of authority impossible 
to check.” 

(4) Monopolized natural resources and expropriated farms, so that 6,000 
French farmers own one-fifth of the best arable land in Morocco. 

(5) Turned over 80 percent of the Moroccan national revenue to finance the 
French administration. 

(6) Established schools for only 1 out of 15 Morocean children, although 
schools have been built for all French children, and issued a decree prohibiting 
the teaching of arithmetic and modern sciences in old Arab schools. 

Convinced that progress is impossible without independence, the Moroccans 
put forward the following claims, which were presented to the French Govern- 
ment by the Sultan: 

(1) The lifting of the state of seige; (2) the establishment of civil liberties, 
particularly the right of labor unions; (3) the formation of a Moroccan Govern- 
ment which will negotiate with the French Government on the basis of Moroccan 
sovereignty and the guaranty of the French legitimate interests. 

The French, in answer, are attempting to impose the following measures based 
on inequality, discrimination, and violation of international law: 

(1) Voting rights for Frenchmen in Morocco, although as foreigners they 
are not legally entitied to it; (2) the right to 50 percent of the representation 
in elected councils, although the French number only 350,000 as compared with 
10 million Moroccans; (3) investment of the executive power in the French 
Resident General (i. e., in French hands) ; (4) abolition of the Moroccan judicial 
system and transfer of its prerogatives to the French courts; (5) vesting of 
security, military, and foreign affairs in the French Government. 

In short, they answer the Moroccan claim for more freedom by a program 
giving the French more privileges. 

This direct French administration of Morocco is an abuse of power since 
Morocco is a sovereign state. Because the French colonial policy is based on 
annexation and not freedom, we appeal to the chosen representatives of the 
American people to aid Morocco in recovering her sovereignty, which is the only 
way to help her help herself. We urge the United States Congress to insist 
that France abide by United Nations principles and recommendations, and 
negotiate in good faith with Morocco under the auspices of the United Nations. 

An independent Morocco will not weaken France as an ally. Moroccan man- 
power and natural resources will be wholeheartedly employed to defend real 
freedom. The Moroccans deeply hope the establishment of American airbases 
will aid the cause of Moroccan freedom and not strengthen the repressive French 
colonization. 


(Here is a description of the French travesty by Dr. Ben Aboud :) 


Nationalism in North Africa, as in every colony or occupied country, is a 
patriotic reaction against an arbitrary domination by a foreign nation. It is 
opposed to the aggressive and self-seeking nationalism of an imperialist country. 
It is a struggle of suppressed people toward freedom, equality and progress, which 
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are impossible under colonial subjugation. At the same time African nationalists 
are aware of their duty toward world cooperation through a system of mutual 
assistance, on an equal basis. 

North Africans are convinced that technical advance, scientific progress, the 
development of national institutions, the implementation of democratic liberties, 
and of the liberal conventions of the United Nations are impossible under foreign 
domination. How can a country progress if foreigners, those who make the 
laws, base their rule upon discrimination, exploitation, extermination of all 
kinds of opposition. A characteristic feature of dictatorship is the suppression 
of human rights and democratic principles, for the benefit of the few who maintain 
‘ontrol threugh the machinery of a police state. This is the condition of every 
colony, especially those under French rule, such as Morocco, Tunisia, Algeria, 
Madagascar, etc., etc. 

Nationalism, or the desire of suppressed people for freedom, is a natural 
consequence of imperialism, which must, by its very nature, be a system of 
exploitation and retardation in every field of progress. Freedom for colonies, 
as the Americans have found in the Philippines, strengthens the ties between 
the two countries and promotes technical and material cooperation in a real 
spirit of friendship. In the same way France not only could retain her legiti- 
mate material, strategic, and cultural interests but could win the hearts of the 
people as well. 

The claims of colonial powers that their mission is a civilizing one are now 
generally realized as untrue. It is not by chance that there is not a single 
colony which has become a modern nation, although some of them have been 
under colonial domination for hundreds of years. It is also not by chance 
that illiteracy in nearly all recently freed or still dominated colonies stood at 
more than 90 percent. Nor is it by chance that Madagascar, which was a 
French protectorate, now is a full colony, and that Algeria, which was a colony, 
now has been annexed by France and is labeled a French department. It has 
thus become apparent that French colonialism is based on annexation. As 
compared with other colonial systems, France has never freed a single colony. 
She was driven from Syria and Lebanon after the last war; and, instead of 
understanding Syria’s desire for freedom, which came only 1 year after the 
French own liberation from the German yoke, she retaliated by bombing 
Damascus. The French now keep peace in their colonies only at the point of 
a gun. As recently as 1947 France put into effect a law denying all civil 
liberties to the people of Madagascar after a massacre of about 200,000 during 
a revolt against the French domination. 

After over 70 years, Tunisia, whose status as a protectorate makes her a 
sovereign country, is still claiming the self-determination which is granted 
her under the law. But the French have transformed the protectorate into a 
strictly colonial regime, eliminated Tunisians from the government, expropriated 
the most fertile lands, seized mine and hydraulic resources, stifled education 
and public liberties. Tunisia wants a homogeneous Tunisian Government, a 
Tunisian Parliament and the return of the administration to the Tunisians. The 
French Government proposed a so-called reform plan which would give the 
French a lasting foothold in Tunisia. It would set up a mixed government with 
key positions held by the French, an administrative tribunal, half French, half 
Tunisian, with a French chairman, thus giving France the majority. There 
would be no freely elected Parliament, but only a two-house consultative assembly 
composed of a Tunisian Legislative Council appointed by the Bey, who is forced 
to do the French bidding. 

All financial, fiscal, and economic questions are outside the jurisdiction of this 
council and are decided by another chamber, where Tunisians and French- 
men are represented in equal numbers, although there are only 140,000 French- 
men in Tunisia as compared with 3.5 million Tunisians. The same discrimina- 
tory principle was embodied in the reorganization of municipalities or city 
councils, as suggested by the French. 

When the people stage any kind of demonstration against such an abuse of 
power and inequality the French stage bloody repressions. When the Tunisian 
Government asked the United Nations Security Council to intervene with a 
view to peaceful settlement of the dispute with France, the French Government 
replied with the arrest of Habib Bourguiba, head of the nationalist movement, 
as well as teachers, lawyers, doctors, and officials known for their anticolonial 
sentiments. Applying the martial law, in effect since 1938, the French police 
launched one of the most brutal repressions known in north Africa. 

Concentration camps were reopened ; thousands of people were arrested with- 
out charges; others were executea with trials. Old SS troops, incorporated to- 
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day in the French Foreign Legion, pillaged, burned, and razed villages. Asso- 
ciated Press correspondent Carter L. Davidson, in a dispatch from the village 
of Tazerka, described “the sad spectacle of sacked shops and pillaged homes,” 
while Tunisian Dr. Ghileb was quoted in a report from the Tunisian Premier 
to the French Resident General as having examined 12 women between the ages 
of 12 and 50 for rape. 

The June 1952 issue of Jean-Paul Sartre’s magazine, Les Temps Modernes, 
even quoted General Garbay, known as the “pacifier” of Madagascar, as saying 
in his report on the Tunisian action * * * “Bear in mind that, according to local 
tradition, every passage of troops must be accompanied by pillage, rape, and 
even abortions. Rape and abortions are part of the Tunisian folklore.” 

Colonial rule follows a set pattern in almost every country. By a system of 
dictatorship and discrimination it attempts to retard the progress of the coun- 
try. It seizes political and diplomatic control, thus dominating all relations 
with other countries. It destroys the local administration and estnblishes an 
arbitrary and direct rule, so that economic, judicial, culture’ nd social programs 
are entirely in foreign hands. The people are denied the most elementary human 
rights, and the nominal rulers of the country are under repeated threats. 

Under the guise of conducting a “civilizing mission,” the colonial power, and 
especially the French empire, now called the French Union, directs public works, 
economic improvements, and governmental assistance to the exclusive benefit of 
the colonial residents. The people of colonial countries are treated almost purely 
as commodities. Colonial powers seek (1) open markets, (2) raw materials, (3) 
cheap or forced labor, (4) strategic centers. To maintain these and eliminate 
local opposition, they found their domination on a police state, alliance with 
feudal chieftains, and the maintenance of the masses in poverty and ignorance. 
Japan and Morocco emerged from medievalism at about the same time, but 
Morocco fell under French colonial rule, while Japan went on to became a 
great, modern nation. This Bismarck-style diplomacy leads the colonial peoples 
to believe that the “principles and morals” expressed by European nations are 
not items for exportation. They do not understand how it can be possible to 
lead a nation to freedom by the repression of freedom. 

Morocco, the last country to be civilized in the Arab world, presents a typical 
example of French colonialism. The French, with their long experience in 
colonialism, managed to avoid the support of any progressive movements like 
labor unions, student organizations, intellectual societies, and political parties. 
Instead, they built up a large police force, reinforced the position of feudal 
chieftains, and established a policy of divide and conquer. 

Morroco is a country which was always independent until the French imposed 
by force of arms the 1912 protectorate treaty. Like Tunisia, Morocco’s con- 
tributions to civilization were many. She claims the oldest university in the 
world at Fez. European students at Fez University around the 12th century 
helped introduce matehmatical progress to Europe, as well as Greek philosophy, 
and the influence of Moroccan philosophers was particularly strong upon Dante 
and St. Thomas Acquinas. 

As an organised state, through her ambassadors in the greatest capitals of the 
world, Morocco developed good relations with foreign countries. At the time of 
George Washington she was among the first to recognize the newly formed 
United States of America. 

Under the 1912 protectorate treaty, the French agreed to establish in Morocco 
a new regime based on reforms. They then stripped the Moroccan Government 
of its powers and prerogatives, established a direct rule, suppressed democratic 
freedoms, instituted a state of seige which is still in effect, expropriated Moroccan 
fields, obstructed education and met every move toward freedom and democracy 
with violent repressions, press censorship, nonrecognition of political parties, and 
the banning of labor unions. Morocco thus has had experience with French 
reforms. ‘ 

The authority of the Sultan, legal ruler of Morocco under the terms of the 
protectorate treaty, was described by Marshal Lyautey, first French Resident 
General in Morocco, in these words: “All administrative measures are taken in 
his name. He signs the decrees. But in practice he has no real power.” 

The recommendations of the French African Conference held in the French 
Congo in 1944 declared: “The great civilizing task achieved by France in her 
colonies excludes any idea of autonomy, any possibility of evolution outside 
of the French bloc of the Empire. The eventual establishment of self-govern- 
ment, even in the distant future, is to be rejected.” 

The situation in the important area of Moroccan justice is even worse. The 
French president of the bar told a general assembly of lawyers at Casablanca in 
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February of 1950, in describing the legal situation in Morocco: “No courts of 
justice, no magistrates, no laws. Right of defense nonexistent. Individual lib- 
erty—nil. Abuse of authority impossible to check.” 

Another French attorney, M. Neigel, told a 1949 congress of lawyers in 
Moroceo: “The characteristic of the present regime is the complete disregard 
of individual liberty, the Moroccan subject being liable to imprisonment at will.” 

The French position on education for Moroccans is outlined in the Manuel de 
Politique Musulmane, a book published by the French Residency in 1925. It 
reads: “Education must not be distributed and imposed on a wide scale like 
quinine, but it must be offered, furthermore it should be proposed in small doses, 
as a premium and an honor reserved to the native aristocracy.” 

Only 1 out of every 15 Moroccan school-age children can go to school, al- 
though the French provide school facilities for all of their children, and out 
of Moroccan tax money—with $1 spent for the education of a Moroccan child, 
as against $2 for each French child. When the Moroccans open their own schools 
in their language, they are closed down, and one even was turned into a stable 
as a lesson to the Moroccans who were bold as to want an education of their own. 
The teaching of mathematics and modern science is forbidden in non-French 
schools called Koranic schools. 

Moroccan money is arbitrarily tied to the French franc, with a resulting 
postwar inflation. France insists upon absorbing more than 70 percent of the 
foreign trade of Morocco, when many times she could get a better deal elsewhere. 
One-fifth of the best land of Morocco has been taken over by French farmers, with 
the Moroccan owners summarily expelled under a law of exploration. In the field 
of public works, any dams or connecting roads are miraculously located in the 
areas of French farms. There is not one Moroccan owned bank and mines and 
industry are nearly all foreign owned. 

Morocco has one of the highest infant mortality rates in the world-—284 infant 
deaths per thousand. Although the French have built some hospitals, with 
Moroccan tax money, of course, the ratio of available beds is 1 for every 
2.150 Moroccan patients, as compared with 1 for every 185 French patients. 
As a physician I was struck by French Minister Schuman’s claim in the United 
Nations Assembly that 13 million medical consultations have been given in 1952 
in the hospitals of Morocco. Since there are only 300 state-employed doctors 
in Moroccan hospitals, a very simple calculation will show that only 3 minutes 
must have been given to every patient, which must include surgical operations 
and laboratory examinations, if Mr. Schuman’s figures are correct. 

Labor-union membership is forbidden under the following decree, issued in 
1988 and providing: “Five days to three months imprisonment and fines of from 
5 to 300 francs for Moroccans becoming affiliated to a trade union, a federation 
or confederation of trades unions or any trade-union organization no matter 
whether they were legally set up or not.” Freedom of assembly also is pro 
hibited under a 1945 decree reading: “No public meeting can be held without 
prior authorization from the military authorities after having been approved 
by the local supervisory service. The authorization must be signed by 2 French 
citizens and issued 48 hours before the meeting. French citizens only may speak 
at public or private meetings and the French language alone is permitted to be 
used. Entrance to the meeting hall may be refused to Moroccan citizens.” 

When North Africa, the Middle East, and Asia despaired of ever meeting on 
equal terms with the French, they brought the Tunisian and Moroccan questions 
to the United Nations. France boycotted the debate—much to the regret of her 
allies and even some of her prominent statesmen. Writing in Le Populaire last 
November, His Excellency Ambassador Paul Boncour, who headed the French 
delegation to the League of Nations said: 

“T admit that, if I had been there, my heart would have been wrung when I 
saw the French delegation leave its seats. It would have been too reminiscent 
of the departure of Japan during the Manchukuo affair or the departure of Italy 
during the Ethiopian affair.” 

The U. N. General Assembly recommended negotiations to both parties for 
self-government in Tunisia and in Morocco the establishments of fundamental 
liberties and the development of free political institutions. 

With the eyes of the world upon them, the French responded by forcing the 
Bey of Tunisia, under penalty of being deposed, to sign decrees giving the French 
more rights than Tunisians themselves. 

In Morocco, the so-called interference by the United Nations spurred the 
French on to brutal massacres and to the implementation of a master plan aimed 
at extermin.:iting all forms of Moroccan national life and reducing the sovereign 
state of Morocco to the status of a French colony. 
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In the January issue of La Quinzane, a French Catholic magazine, there is 
an account of some of the atrocities by a French eyewitness in Casablanca. One 
gendarme described his part in the massacre, boasting that he had fired 2,100 
shots from his machinegun, thus “correcting many false impressions as well as 
emptying a few houses—all by myself.” The gendarme adds: “While this was 
going on, all the sanitation trucks in Casablanca were going around gathering 
up the dead for quiet disposition.” The correspondent quoted a current slogan 
among the French colonists as “The more we kill, the better.” Jaque Cru, writ- 
ing in the same publication, states that the Casablanca fire brigade is alone able 
to wash the blood from the city streets. 

As a result of France’s latest assault on Moroccans, 2,000 were reported dead 
and 16,000 in jail in the early weeks of the massacre. All means of torture, from 
gouging out eyes, breaking fingers, and the tried and true Gestapo methods 
such as electric shock and bathtub dunking are used to force confessions of 
links with the Communists in order to justify the brutality. 

But this is not the cry of the Moroccan alone. Edmund Stevens, the chief of 
the Christian Science Monitor’s Mediterranean bureau wrote in the January 9 
issue after a tour of north Africa : 

“Turning their backs on the U. N., the French preferred to rely instead on 
force—on those modern police techniques which have proved all too often that 
wholesale arrests, prison, concentration camps, and automatic weapons can pre- 
vail over moral issues—for a time, at least * * *.” 

Stevens went on to say— 

“IT broached this subject to my neighbor at a dinner party, a gentle elderly 
lady, the wife of a retired official who looked like anyone’s favorite grandmother. 
Her comment was, ‘Yes, the more they kill, the better. It’s the only way to teach 
those savages a lesson.’”’ I. e., the Moroccans. 

Furthermore, the French are intent on destroying every vestige of Moroccan 
sovereignty, first by attempting to depose the Sultan and secondly by exiling and 
jailing every known independence leader. They have set up a number of puppet 
political and religious organizations in Morocco in an attempt to prove the people 
are against the Sultan and the nationalist leaders. 

It is obvious, therefore, that nationalism in north Africa is the spearhead of 
freedom and progress, while colonialism is necessarily tied to exploitation and 
terror. A free north Africa, for example, will allow the people to increase their 
technical progress. A free north Africa could contribute troops, raw materials, 
and manpower to France and therefore to the free world. By mutual-assistance 
treaties both parties will gain and the Western World will have the good will of 
the half of the world embodied in Asia and Africa. Syria and Lebanon are now 
on the best of terms with their former colonial master, France, as is India with 
Great Britain. 

The people of north Africa seek and strive for dignity and liberty which can 
only come through self-rule. They hope that the period of domination will very 
soon be replaced by a lasting era of cooperation between nations. 


Chairman Cutrrrriecp. The clerk will see that your request for an 


appeal is turned over to Mrs. Bolton’s subcommittee. 


Thank you very much. 
Mrs. David G. Smith. 


STATEMENT OF MRS. DAVID G. SMITH, MIDWEST REGIONAL 
DIRECTOR, UNITED STATES COMMITTEE FOR UNICEF 


Mrs. Smirru. Mr. Chairman and gentlemen, I am Mrs. David Smith, 
of Milwaukee. I am Midwest regional director, and also a member of 
the Board of Directors, of the United States Committee for UNICEF. 

I heard the test imony this morning and was very interested in what 
was said in behalf of U NICEF and also what has been said this after- 
noon. Since the morning session I have obtained answers to 1 or 2 
questions raised then. 

First, a question was raised about the administrative cost of the 
children’s fund. The administrative cost of the whole program from 
December, 1946, to March 31, 1953, averaged 6.7 percent. The aver- 
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age administrative cost for all the U. N. specialized agencies was be- 
tween 12 and 13 percent. 

In the beginning of the fund’s work, the costs were only about 4 to 
5 percent. If you will remember in the early days of the fund it was 
a matter of mostly food relief and some clothing in the war-devastated 
countries, and there it was a matter of shipping practically all the same 
kind of things, relatively small items, items where a whole shipload 
would come in and one man could handle a great many supplies. 

With the new emphasis of the fund on long-range programs in the 
underdeveloped countries, administrative costs have become higher 
because this matter of medical cost is always higher than merely food 
costs, and then the matter of the maternal health centers and children’s 
clinics that have been set up. Milk pasteurization and drying equip- 
ment have added to the costs in the past year or two. Much of this 
cost however is to be amortized over a period of years and will ulti- 
mately be reduced. 

Also I would like to remind the committee that it is a known fact 
that as administrative costs go wp the budget goes down and as the 
children’s fund budget has had to be reduced, the administrative costs 
have necessarily increased percentagewise. 

The target budget of $20 million for 1953 can be administered for the 
same cost as it will be without the deficiency appropriation which is 
not before this committee but members of Congress know is still to be 
taken care of on the 1952 appropriation. 

The UNICEF costs for 1952 rose to 13.8 percent. I think that takes 
care of the matter of administrative costs. 

The other question raised this morning which I would like to speak 
on is the matter of aid behind the Lron Curtain countries. 

At the present time there is no program which is being budgeted 
for aid behind the Iron Curtain. There are still matters of equip- 
ment being used that was put in there in the postwar period when aid 
was going. However, if any of you gentlemen have seen the films 
like The Children, our newest 10-minute film, you will see that all 
the UNICEF supplies are plainly marked. 

Even on the diapers it says “UNICEF” in big letters, and there is 
no question about it. 

There have been many questions that have come to me of people 
who have been behind the Iron Curtain and have said that it is the 
one thing that is being done within the level and understanding of 
tre culture of the country. A mother can understand someone com- 
ing in and helping her child, for that is a practical demonstration of 
how democracy works. 

When it is a matter of alms and fine talk of diplomacy, she does not 
understand that. 

Chairman Cuirerrreip. Do you think this program would be better 
understood if something other than UNICEF were used? I would 
rather see “U. S. A.” 

Mrs. Smirn. A representative of the State of Wisconsin on her own 
went to Thailand, Burma, India, and parts of Malaya—— 

Chairman Cnrrrerrietp. We have a great many abbreviations like 
UNICEF and others. I donot know what else you could call it except 
children’s fund, but I do not know how you get it across to them 
what it is for. 
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Mrs. Smiru. It is surprising in those countries how much more 
they know about it than people in our own country do. 

We don’t know what it is to have somebody reach the age of adult- 
hood and never have tasted milk. Many people in those countries 
never have tasted milk. 

One country I would like to bring to your attention, and I think 
it is very typical of this matter of self-help and of countries turn- 
ing around and helping others. 

‘When all of us went to school, there was a country we learned about 
called South Borneo. 

From 1949 to the present time UNICEF has spent $33,000 in that 
area. This was more than matched by the local government. I do 
not have the exact matching figure. In September 1952, the Execu- 
tive Director of UNICEF announced a gift of $49,000 from Borneo 
to UNICEF. This is the largest government contribution on a per 
capita basis, and it is amazing when you consider that the population 
of the area is only 40,000, so ‘they gave more than $1 per person. 

Now to get to the matter of the Midwest feeling about UNICEF. 

I have here clippings from many of the newspapers in the Midwest. 
There are others also from New York papers. These were the only 
ones that I had with me. I did not come to Washington to speak to 
this committee, but as long as I was here and had heard of the sessions, 
I felt that it would be germane for you gentlemen to know that it is 
not just a matter of a few east-coast newspapers or east-coast people 
who are interested in this, that there are people all over the United 
States who are. 

Chairman Cutrerrietp. Would you care to put those in the record ? 

Mrs. Smiru. Yes, that is what I would like to do, if I may, sir; 
and also I have here a statement appearing in the Milwaukee Journal 
of last Thursday. There is a statement that at its 25th annual con- 
vention, the League of Women Voters of the State of Wisconsin went 
on file to ask continued support of the United States for the United 
Nations International Children’s Emergency Fund. 

Chairman Currerrretp. Would you like to put that also in the 
record ? 

Mrs. Smiru. Yes. The papers which are in here from the Mid- 
west—there are others, too, a paper from Ottawa, Ill.; from Freeport, 
Ill.; the Des Moines Register ; the Milwaukee Journal; and St. Louis 
Post- Dispatch. 

(The information referred to follows:) 


{From the New York Times, March 16, 1953] 


Sixty Minion CHILDREN 


It is ironical that the one United Nations agency that has probably done the 
most to popularize the U. N.’s cause throughout the world with its humanitarian 
and constructive deeds must perennially fight for its pittance to exist. The U. N. 
International Children’s Emergency Fund, known as UNICEF, is faced with 
terrible disaster unless the Government and people of this country do something 
about it at once. Incredible as it seems, it is being proposed that the United 
States withdraw all financial support from this agency and thus from millions 
of unfortunate youngsters throughout the world whom we have been helping 
in concert with other countries. The President has countered with a request 
that the amount for UNICEF—$9,814,000—dropped from the Mutual Security 
allowances coming before Congress be reinserted in another bill. 
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It was stupid and unrealistic, if not downright wicked, to propose an “econ- 
omy” of this fashion. UNICEF is no giveaway program. This Government 
had long realized, when it became the mainstay of UNICEF 6 years ago, that a 
sick child is an economic dead weight, that all over the world the backward 
countries are carrying this tremendous burden of sick people who must be helped 
for self-interest as well as humanitarian reasons. 

The deeds tell the story best: UNICEF has reached some 60 million children 
in 72 countries with powdered milk and supplementary foods. At least 30 mil- 
lion youngsters have been inoculated in the tuberculosis vaccination drive; mil- 
lions more are protected against a number one killer in some parts of the world, 
malaria ; food, blankets and drugs to control epidemics have gone to Middle East 
refugees, to youngsters suffering in Korea, and from such emergencies as floods 
and famines. 

Meantime, as Maurice Pate, the fund’s executive director, has made clear, the 
organization cannot operate without advance planning and advance counting on 
funds. Last year Congress authorized $16,481,000 for the fund, of which only 
$6,666,667 has been appropriated (and allocated to going programs), while the 
expected balance of $9,814,000 has already been matched by cash contributions 
and services of other Governments. It is a modest enough sum. We cannot let 
UNICEF and the world’s children down, 


[From the New York Times, March 16, 1953] 


AID TO CHILDREN’S FuND—FArILureE To INCLUDE APPROPRIATION TO UNICEF Is 
OPPOSED 


To the Epiror oF THE NEW YorRK TIMES: 


“For the first time in the 6-year history of the United Nations International 
Children’s Emergency Fund there will be no new United States contribution to 
plan on,” says an article in the Times on March 11. 

Failure to include any appropriation in the current Mutual Security Agency 
budget now pending congressional approval jettisons one of the best overseas 
investment opportunities available to the United States Government. An addi- 
tional nail to fasten more securely the platform of economic development has 
been abandoned. 

Through child-care and maternal-aid programs, mainly in underdeveloped 
areas, the Children’s Fund has brought concrete awareness of United Nations’ 
principles to a larger segment of the world’s population than any other U. N. 
program, Since its inception in 1946 by unanimous vote of the General Assembly, 
UNICEF has benefited 60 million children and mothers. Operations in 72 coun- 
tries and territories attest to its truly international character. 

Efficient business principles of strict economy have keynoted its progress. 
In Thailand, for example, $55,000 was spent to provide daily skim milk for 2% 
years to build up the health of 62,500 youngsters. For about 90 cents each— 
or less than it costs a United States family to buy regular milk for a child 
for 1 week—UNICEF fed these Thai children for 30 months. 

Striking at the lack of supplies and trained personnel, the Children’s Fund 
provides assistance only at the request of the recipient governments. Aid is 
granted on principles of need alone. All programs are approved by a 26-nation 
executive board. 

BASIC FEATURE 


Congressional opposition seemed to center on the proportion of the United 
States contribution to this practical and constructive program. One-third of 
the target was set as the limit of American participation. Although past appro- 
priations have exceeded this ratio, such a conception overlooks the most basic 
feature of UNICEF operations; the requirement that internal contributions 
be of at least equal value to the U. N. disbursement. Through strict adherence 
to this formula recipient nations have provided more than $190 million of the 
$355 million total expenditures. Thus international aid, sparked by the United 
States, has been the “economic multiplier” which has stimulated local spending 
on hitherto unthought-of humanitarian services. 

The most recent congressional action would refuse even the projected $9,814,- 
000 United States contribution. Not even the most myopic, short-term economy 





642 MUTUAL SECURITY ACT EXTENSION 


considerations can justify this penurious decision. Continued and increased 
support by the United States of UNICEF is the most productive current invest- 
ment available in mutual security. 


H. Dawson MArtTIN. 
New Haven, Conn., March 12, 1958. 


[From the Des Moines (lowa) Register, March 18, 1953) 
SuFFER THE LITTLE CHILDREN 


Failure to include funds earmarked for the United Nations International 
Children’s Emergency Fund in the appropriation bills now being prepared for 
Congress raises the prospect of a sharply curtailed program for the children’s 
organization. 

The fund has been relying on the United States for roughly one-third of its 
contributions. If the expected $9,814,000 appropriation does not come through, 
the emergency fund will be denied one of its major sources of support. 

UNICEF is now in special need of backing. Having wound up its work in 
Europe, its principal emphasis is currently on the vast underdeveloped Asia 
area. The fund is hoping to make its main allocations to India, Indonesia, 
Pakistan, Japan, Afghanistan, the Philippines and Nationalist China. 

It is this area that has the most pressing need for the kind of vaccination pro- 
grams and maternal and child welfare work UNICEF sponsors. It is this sort of 
basic health activity that is absolutely essential if backward areas are to progress 
and develop their potentialities. 

The United Nations, for all too many of these millions, has represented a 
lot of talk signifying nothing. But for other millions, UNICEF and programs 
like it have been tangible proof of the value of international cooperation. We 
need to be providing additional proof, instead of cutting back proved U. N. 
programs. , 


[From the Milwaukee (Wis.) Sentinel, March 23, 1953] 
MILK SELLING DemMocrRACY OVERSEAS 


“The United Nations International Children’s Emergency Fund has helped the 
Wisconsin dairy industry by buying up surplus milk—and milk has won more 
people to a belief in democracy than have been won by diplomacy or arms.” 

Mrs. David Smith, of 3482 North Frederick Avenue, a director of the United 
States Committee for UNICEF in charge of its organizations in Wisconsin and 
six nearby States, made that statement Sunday after attending a meeting 
in New York of the international UNICEF board. 


TWENTY-FIVE-NATION PARLEY 


At the meeting were representatives of 25 nations in UNICEF, which works 
with the world health, food, and agricultural organizations and other United 
Nations agencies in bringing nourishment, health, and education to the world’s 
distressed children. 

Britain, Canada, and six smaller nations have promised continued support of 
UNICEF, Mrs. Smith said, but the United States has not yet given its assurance. 
She emphasized that UNICEF’s work is not foreign aid in the sense of a dole. 
The countries whose children are helped, carry half or more of the cost. 


NO DUPLICATION 


In distributing dried milk, medical and dental supplies and equipment, as in 
other activities, the United Nations agencies never duplicate each other’s efforts, 
Mrs. Smith said. Careful planning makes it possible to work together efficiently. 
She added : 

“I was impressed by a statement by the representative of India, that it costs 
less to save an Indian child’s life than it does to kill one person in war. Treat- 
ments for malaria or tuberculosis cost 60 cents apiece, a child is cured for less 
than $12. 

Fo  scniite: 800,000 children were cured last year of yaws, a disease which 
eats away flesh and that, without treatment, would leave them hopeless cripples. 
The cost to UNICEF was $1 for each cure.” 
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{From the Philadelphia (Pa.). Bulletin, March 22, 1953] 
ONE WOMAN TO ANOTHER 
SAVE THE CHILDREN 
(By Louise Kisner) 


How many mothers have read that the United States might not contribute this 
year to the Children’s Emergency Fund administered by the United Nations? 
Some shortsighted man or men in Congress have erroneously decided this is the 
way to save money. They have proposed we drop the effort. 

Our contribution to this fund—a mere $10 million—is a pittance compared to 
our expenditures in many other lines. Its importance is too colossal to be cal- 
eulated in dollars and cents, 

Millions upon millions of children—60 million children in 72 countries—have 
been saved from death by starvation and disease with the precious food and drugs 
this money bought. In many cases their mothers, too. 

In far-off Thailand some 63,000 children were fed milk for 24% years for $55,000. 
This meant 90 cents each, or about what it costs for a child’s milk in this country 
for a single week. Think of that. So much for so little. 

And some Representatives of ours in Congress think such work should stop. 

Aside from the humanitarian view of it, it is so wrong not to continue to 
eooperate with these countries where this aid has been given. In every instance, 
the country asking for help has matched or increased the amount given from the 
U. N. fund. That has been a rule—the country must really want the help, so no 
dollars have been wasted on ungrateful recipients. It has never been a handout 
program, and therefore much healthier for all concerned. How can we brazenly 
brush aside the confidence we have built in this sharing of moneys for help? 
What neater way could we ruin ourselves in the estimation of these people? 

Greatest reason for all for continuing help—and one which I have repeated 
again and again—the importance of children. They are our only hope for a 
brighter future. 

Not to believe in giving them a chance is to reveal a revolting ignorance. 

If this appropriation is not given we are indeed driving nails in our own coffin. 


[From the Trenton (N. J.). Times, March 25, 1953] 
Your STAKE IN WorLD AFFAIRS 


Do you have any questions on the United Nations? To help the people 
of this country better understand the charter and their responsibility to 
the world organization, the American Association for the United Na- 
tions, 45 East 65th Street, New York City, is answering questions. 


Question: Is it true that the United States has cut its appropriation to 
UNICEF? 

Answer: Last week a House of Representatives committee cut the $9,814,333 
appropriation for the United Nations International Children’s Emergency Fund 
from the mutual security budget being prepared for congressional approval. 
President Eisenhower has expressed hope that the allocation for UNICEF will 
be restored, but there has been no official word that it will be. This eut will doom 
the hopes of UNICEF of reaching its target budget of $20 million for this year. 
With the $5 million collected from the other United Nations countries Maurice 
Pate, executive director of the fund, says UNICEF can carry on a limited pro- 
gram in 30 nations, helping mothers and children in underdeveloped areas. Since 
the fund was set up it has helped some 60 million children in 72 countries by 
providing milk, food, and serum and by training mothers and midwives in proper 
prenatal and child care. You can help restore the United States contribution to 
the fund by writing your Congressman and telling him why you think the world’s 
children are a good investment for the future. 
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{From the Scranton (Pa.) Tribune, March 24, 1958] 


WovuLtp HELP 
Rditor, the Tribune: 

Sir: For the first time in 6 years, in the history of U. N. Children’s Interna- 
tional Emergency Fund, there will be no United States contribution to plan on. 

The Mutual Security Administration thus has saved $9,814,000, the amount 
pledged by a previous Congress ; approximately one six-thousandth of our military 
budget for the year. 

Shall the peoples of the world conclude rightly that we are 6,000 times more 
interested in maintaining an appallingly expensive Military Hstablishment than 
in helping sick and undernourished children? If common humanity does not 
move us, at least regard for world opinion must compel us to restore the pledged 
contribution. 

Ri @. 


[From the Fall River Mills (Calif.) Tidings, February 5, 1953) 
UNICEF, Hope ror MILiions 


There is a strong movement in this country to defeat the purpose of the United 
Nations. Recently UNESCO was thrown out of a southern California school, and 
here in our own district the U. N. program has been publicly attacked by indi- 
viduals whose political philosophy has been dragged into the 20th century from 
the feudalism of the middle ages. 

The United Nations program is too broad to discuss here but we do wish to 
make a plea here for United Nations International Children’s Bmergency Fund 
(UNICEF). 

“There are about 900 million children under 15 on earth today. More than 
half—about 500 million—live and die in want. 

“The youngsters may never have tasted milk, or worn shoes or visited a doc- 
tor, but they are familiar with hunger and cold and disease. 

“The only organization that begins to answer their needs is UNICEF. For 
the past 6 years UNICEF has had about $30 million a year to spend on all the 
problems of all these children. Its total expenditure has been less than the cost 
of a single aircraft carrier * * * 

“But UNICEF is set up as a temporary agency, a sort of stepchild whose future 
is always uncertain. The ‘E’ still stands for emergency, though the needs of 
half a billion children in want are anything but temporary. My hope—and the 
only practical salvation for these 500 million children—is that UNICEF will be 
made permanent.” 

In Indonesia, the world’s youngest republic, 1 out of every 7 people is affected 
by the crippling tropical disease of yaws. Since 1950, UNICEF has supplied the 
Indonesian Government with $1,200,000 worth of penicillin, transport and equip- 
ment for a yaws control program. 

The United Nations General Assembly, as one of its last actions of 1952, passed 
a resolution commending the work of UNICEF and urging governments and in- 
dividuals to contribute generously in order that UNICEF's target program of 
$20 million for 1953 might be met. 

Last Monday at the Waldorf-Astoria Hotel in New York, the CIO gave UNICEF 
the 1952 Philip Murray award in recognition of “its notable achievements in 
overseas relief and rehabilitation.” 

Let us hope this important humanitarian function will be made permanent. 


{From the Gastonia (N. C.) Gazette, March 27, 1953] 
As OTHeErs See It 
SIXTY MILLION CHILDREN 
(The New York Times) 


It is ironical that the one United Nations agency that has probably done the 
most to popularize the U. N.’s cause throughout the world with its humanitarian 
and constructive deeds must perennially fight for its pittance to exist. The 
U. N. International Children’s Emergency Fund, known as UNICEF, is faced 
with terrible disaster unless the Government and people of this country do some- 
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thing about it at once. Incredible as it seems, it is being proposed that the 
United States withdraw all financial support from this agency and thus from 
millions of unfortunate youngsters throughout the world whom we thave been 
helping in concert with other countries. The President has countered with a 
request that the amount for UNICEF—$9,814,000—dropped from the Mutual 
Security allowances coming before Congress be reinserted in another bill. 

It was stupid and unrealistic, if not downright wicked, to propose an “economy” 
of this fashion. UNICEF is no giveaway program. This Government had long 
realized, when it became the mainstay of UNICEF 6 years ago, that a sick child 
is an economic dead weight, that all over the world the backward countries are 
carrying this tremendous burden of sick people who must be helped for self- 
interest as well as humanitarian reasons. 

The deeds tell the story best: UNICEF has reached some 60 million children 
in 72 countries with powdered milk and supplementary foods. At least 90 million 
youngsters have been inoculated in the tuberculosis vaccination drive; millions 
more are protected against a No. 1 killer in some parts of the world, malaria; 
food, blankets, and drugs to control epidemics have gone to Middle East refugees, 
to youngsters suffering in Korea, and from such emergencies as floods and 
famines. 

Meantime, as Maurice Pate, the fund’s executive director, has made clear, the 
organization cannot operate without advance planning and advance counting on 
funds. Jast year Congress authorized $16,481,000 for the fund of which only 
$6,666,667, has been appropriated (and allocated to going programs), while the 
expected balance of $9,814,000 has already been matched by cash contributions 
and services of other governments. It is a modest enough sum. We cannot let 
UNICEF and the world’s children down. 


{From America, March 28, 1953] 
CHILDREN’S FUND IN PERIL 


Since its start in 1946 by unanimous vote of the General Assembly, the United 
Nations International Children’s Emergency Fund (UNICEF) has provided 60 
million children in 72 countries with powdered milk and supplementary foods; 
has inoculated 30 million children against tuberculosis; has protected millions 
against malaria; has sent food, blankets, and drugs to epidemic-hit areas. This 
year, for the first time, it has been asked to render help to lepers. At present 
writing, however, it looks as though, far from expanding its aid, it will have to 
retrench. Why? Because the United States seems bent on “saving” the $9.8 mil- 
lion the Fund expected as this country’s contribution (one-third of the world’s 
total; the other 60 donor governments contribute the rest to its work). This 
is so because that sum was lopped off the second supplemental appropritaion bill, 
which the House and Senate approved last week. President Bisenhower has in- 
dicated that he will ask that the contribution to the Fund be included in some 
other appropriations bill—just which one is not clear. The delay—if it turns 
out to be no more than that—will hamper the planning of the Fund administra- 
tors, but it will not be fatal to the work. If the delay ends with a United States 
refusal to contribute, then this great enterprise, which has effectively dramatized 
the United Nations for millions across the world, will be seriously crippled. 


{From the Churchman, April 15, 1953] 
UNICEF—UNnNIrTEep NATIONS INTERNATIONAL CHILDREN’S EMERGENCY FuNpD 


Congressiona) action on further appropriations for the United Nations Inter- 
national Children’s Emergency Fund is crucial for the future of this highly im- 
portant work. Neither House has acted’on the request of President Truman for 
a contribution of $9,814,333 which he asked for in the first supplemental appro- 
priation for the present fiscal year. Last summer Congress appropriated only 
$6,666,667 of the $24 million which had been requested for the 2 fiscal years 
1952 and 1953. The $9,814,333 asked for would complete the sum of $16,481,000 
which was authorized by the last Congress. Letters to your Congressmen and 
Senators, to President Hisenhower, and Secretary of State Dulles would be very 
appropriate and timely, since congressional consideration will depend, in large 
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part, upon strong encouragement from the President and the Department of 
State. In addition, Congress should appropriate a generous sum for next year’s 
operations beginning July 1, 1953. 

FRIENDS COMMITTEE ON NATIONAL LEGISLATION. 


[From the New York Times, April 6, 1953) 
THE CHILDREN’S FuND 


“T believe it would be a tragic mistake and an appalling setback of America’s 
entire humanitarian record if Congress did not remedy the omission of funds 
for UNICEF. For a comparative pittance we and like-minded nations have 
achieved results for these youngsters and their mothers. * * *” 

With these blunt words Senator Alexander Wiley, chairman of the Senate 
Foreign Relations Committee, sums up the tragic plight of one United Nations 
group with whose efforts—to save lives and restore sick and needy youngsters to 
health—this country has been alined since its inception. That group, UNICEF, 
or the United Nations International Children’s Emergency Fund, is about to die 
for lack of contributions, and, indeed, for lack of leadership and wisdom in this 
country. 

We have always been the mainstay of this fund, and by our leadership en- 
couraged other governments to match our contributions, so that millions of 
youngsters and their nursing mothers suffering from malnutrition, malaria, 
tuberculosis, yaws and tropical diseases, and suffering from war and disasters, 
might live; above all, might believe that the free and democratic world was in 
earnest about making this a safe and healthy world for all, not for the few. Yet 
today the incredible situation confronting UNICEF is this: It is broke. It has 
$2,600 left in its treasury. A pittance—$5,300,000—has been allocated to going 
programs in some 30 countries. It has been waiting for months for this Govern- 
ment to make good its pledge of $9,814,000, so that it can get on with advance 
planning and secure matching contributions from other nations. 

“All that remains,’ Senator Wiley admonishes, “is to find a prompt form of 
legislation to include an adequate stopgap appropriation” for UNICEF. The 
time for that action is now—as it would be now if our own children were the 
prime sufferers. 


[From the St. Louis (Mo.) Post-Dispatch, April 9, 1953 
For LitTtLe CHILDREN 


Wisconsin’s Senater Wiley, chairman of the Senate Foreign Relations Commit- 
tee, deserves full support in his appeal to Congress to meet the United States 
commitment of $9,814,000 to the United Nations International Children’s Emer- 
gency Fund—especially because our delay is holding up payments by other 
governments. 

The children’s fund is now virtually at the end of its resources. It has only 
$2,600 left. Yet of all the relief agencies formed since the war, it is difficult to 
name one which has functioned in a more worthy cause. 

UNICEF ministers to the most elementary needs of the very young who are 
born into conditions which even those of most modest means among us can 
hardly picture. It provides toxoids to fight diphtheria and whooping cough; 
streptomycin against tuberculosis and meningitis; DDT to kill disease-carrying 
mosquitoes ; milk for millions of babies. 

It gets its money’s worth. In Thailand, for instance, $55,000 bought skim milk 
daily for 2% years for 62,500 youngsters. 

Small and underdeveloped countries are recognizing UNICEF's efforts on 
behalf of 60 million children in 72 nations. Governments that are themselves 
hard up are increasing their contributions. The United Kingdom is doubling its 
share. Hard-pressed India is giving three times the amount given in 1951. 
Inflation-ridden Pakistan again is giving $60,000 and its people responded to a 
public appeal with another $45,000. 

As figures run these days, the fund has never had more than a pittance at its 
command. Granted that demands are many and heavy in this time of troubles, 
yet what better insurance can there be for the future than to help the world’s 
neediest little children? And what could be more humane? More readily 
justified ? 
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[From the Milwaukee (Wis.) Journal, March 31, 1953] 


UNICEF Is Stitt NEEDED 


One of the most successful of all United Nations activities has been the work 
done under the International Children’s Emergency Fund (UNICEF). Since 
its start in 1947, UNICEF has helped provide clothing, food, and medical atten- 
tion to millions of children in some 70 backward areas. Local governments have 
in every instance at least matched the funds spent by the United Nations. 
UNICEF itself has spent some $150 million, more than half of it from the 
United States. 

Now it appears that UNICEF may have to cut its current budget from a hoped 
for $20 million to $5 million, which will greately curtail its still vital operations. 
The reason is that the United States has so far shown no disposition to provide 
additional money at this time and that several other countries will give nothing 
unless the United States takes the lead. A $9,814,333 item, intended for 
UNICEF, has been stricken from the mutual-security measure now being pre- 
pared by the administration for presentation to Congress. Surely at least part 
of this sum should be restored, for there is no greater call on our charity than 
the call of the undernourished and otherwise afflicted child. The call is particu- 
larly compelling when it is understood the money here contributed is used only 
to fill out funds raised with great difficulty in the afflicted areas. 


[From San Antonio (Tex.) Express, April 13, 1953] 
WITH THE EMERGENCY FUND FOR CHILDREN 


Among the various agencies dedicated to fostering good-neighbor sentiment 
beyond the Rio Grande and the Caribbean Sea, none has proved more useful 
than the United Nations International Children’s Emergency Fund. 

Since its founding 7 years ago, that agency has allotted $9.5 million to child- 
health work in 24 New World countries. By the self-help which it has stimu- 
lated, however, the fund has brought benefits to sick and ailing children worth 
many times that sum. In all the participating lands, that program has reduced 
infant mortality to a small fraction of its former rate. Thereby it has saved 
perhaps a million lives. 

The latest issue of World’s Children quotes the village priest of Pacoti, in 
drought-stricken northeast Brazil: 

“Our church bell used to toll the death of a baby 3 or 4 times a day. Now 
it tolls only 3 or 4 times a month.” 

The milk depot and the friendly counsel it gave mothers on feeding their 
babies had made the difference. 

Dr. Oscar Vargas, Costa Rica’s director general of public health, credited the 
fund with having reduced the proportion of malaria patients in San Jose General 
Hospital from nearly 100 to 10 percent. That agency had supplied DDT for 
malaria control. 

Similar reports have come from the other twenty-odd Latin American coun- 
tries in which the Children’s Fund operates. For many an isolated hamlet, that 
agency’s milk station is tke native’s only contact with the outside world. 
Thereby the people learn about the United Nations and about good-neighbor 
United States that has supplied the bulk of the milk fund that gives their sick 
babies a chance of survival. 

At this moment the Children’s Fund is on the point of going out of business for 
lack of operating resources. It is broke. By the latest accounting it had only 
$2,600 left after allotting some $5 million to going programs in 30 countries. 
Congress has yet to make good this Nation’s 1953 pledge : $9,814,000. 

As Senator Wiley (Wisconsin), chairman of the Senate Foreign Relations 
Committee, comments, not to provide this money—which is less than pocket 
change compared with the defense budget—would be “a tragic mistake and an 
appalling setback for America’s entire humanitarian record.” 
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CHILDREN’s FuNpD BrRoKE AGAIN 
{From the Bakersfield (Calif.) Californian, March 31, 1953 


While the rows go on over the political situation between countries in the 
United Nations Security Council and other places, one of the agencies of the 
United Nations, which probably does the most good, is the least controversial 
and most economical, is broke again. It has just distributed the last of its money 
to its beneficiaries and faces its usual difficult task of getting a new supply. 

This is the United Nations International Children’s Emergency Fund, one of 
the most successful agencies in point of achievement, having won the plaudits 
of experts for its unprecedented success in raising child health standards in 72 
countries, 

The fund distributed last year about $5 million annually to projects in 
various countries. Almost all the member countries of the United Nations 
contribute to the fund and, as Senator Alexander Wiley, chairman of the United 
States Foreign Relations Committee, points out, every dollar spent by the 
United Nations Children’s Emergency Fund is matched by another dollar put 
up by the country in which the UNCEF dollar is spent. 

The money goes to provide better dietary and medical care for children, it 
provides immunization programs to protect child populations from epidemics 
and achieves other constructive ends. 

The difficulty in the fund this year is the American contribution, which is 
still tied up in Congress. Other countries, many with less fortunate economic 
standing than this one, have actually doubled their contributions; among these 
is the young and small State of Israel. India, whose disposable wealth is not 
too great, increased its donation by 25 percent. 

Individuals, aware of the great work of the UNCEF, have, in New Zealand 
and Australia, contributed out of their own resources $400,000 in addition to 
the contributions officially made by their countries. 

It is hoped, as Senator Wiley says, that the Congress will speed America’s con- 
tribution along so that the United Nations Children’s Emergency Fund will not 
lack for the necessary money to continue its most worthwhile program to provide 
health to the world’s children. 


_—_ 


WELFARE OF THE WORLD'S CHILDREN 
{From the Ottawa (Ill.) Journal, April 13, 1953] 


The $3,500 which the United Nations Association in Canada recently contri- 
buted to the United Nations International Children’s Emergency Fund repre- 
sents hundreds of individual donations received from Canadians during the last 
10 months. The amount is modest. But because it was entirely unsolicited— 
no recent campaign acquainting the public with the needs of UNICEF has been 
undertaken—this contribution is encouraging evidence of continuing interest in 
the United Nations effort to help the world’s children. 

The cause of UNICEF never has needed interpretation to the world’s peoples. 
The fruits of its help are visible to millions of persons in the more than 60 
countries where supplementary food, clothing, and medical aid have been given 
to mothers and children. Moreover, UNICEF aid cannot be measured by the 
number of beneficiaries alone; the greatest gains from its work lie in the future. 

Long-range projects designed to help countries develop their own health and 
welfare services gradually have been given more emphasis than the emergency 
work that was UNICEF’s original function. When these programs are com- 
pleted, more than 60 million children and mothers will have benefited from 
UNICEF aid. And in the process, UNICEF will have taught many more adults 
how properly to care for themselves and others. 

Except in cases where emergency aid is needed, UNICEF helps only those 
who are willing to help themselves. Contributions from the fund are used to 
initiate programs; the governments directly concerned must match the UNICEF 
contributions and provide assurance that, under their direction, the programs 
will be continued. The fact that many of the most generous grants to the fund 
have come from countries that have received aid is evidence of the soundness 
of this self-help formula. 

To date, Canada has contributed $9,375,000. Of this amount, about one-sixth 
has come from individuals and voluntary organizations; the remainder was in 
the form of government grants. Since UNICEF's work is as necessary now as 
it ever was, it is to be hoped that Canadian contributions will continue to flow 
to the fund through the federal government and the United Nations Association. 
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{From the Toronto Star Weekly, April 4, 1953] 
MILiI0oONs HELPED sy UNICEF 


At the closing of the 1952 session the United Nations General Assembly adopted 
a resolution commending the work of UNICEF (United Nations International 
Children’s Emergency Fund) and urged governments and individuals to con- 
tribute generously to it, so as to enable the children’s agency to attain its 1953 
budget of $20 million. This is an estimated minimum amount to pay for emer- 
gency supplies, personnel and services for millions of needy children in the world. 

Since its establishment in 1946, UNICEF has allocated nearly $173 million to 
child care programs in Africa, Asia, the eastern Mediterranean area, Europe, 
and Latin America. Today the fund is helping to promote maternal and child- 
welfare services in 72 countries, most of them economically underdeveloped areas 
of the world. Everywhere, the UNICEF objective has been to help the countries 
to help themselves. UNICEF has supplied equipment and material aid, has 
provided training for native doctors, nurses, and social workers to enable them to 
carry on the public services initiated by UNICEF. The fund has set up maternal 
and child-health centers, nutrition programs, and clinics for disease control. 

There are many examples of UNICEF’s long-range benefits in many parts of 
the world. In 8 of 13 war-devastated countries the fund established milk- 
conservation projects, for the groduction of safe milk to be distributed free or 
at low cost to children. In almost ail countries where UNICEF entered, children 
have been tested for tuberculosis and given BCG vaccine to protect them against 
TB infection. Mobile health teams are now operating in areas where public- 
health and child-welfare facilities had never been known. Together with the 
World Health Organization and the United Nations Food and Agriculture Or- 
ganization, UNICEF has conducted mass campaigns against malaria, yaws, and 
other insect-borne diseases which annually kill and disable large numbers of 
parents and children. 

In the light of the needs of children in backward areas of the world, UNICEF's 
budget seems meager. For the past 6 years the agency has had about $30 million 
a year to spend on health and welfare problems of millions of children. In an 
appeal on behalf of UNICEF, Mrs. Eleanor Roosevelt has pointed out: 

“There are about 900 million children under 15 on earth today. More than 


half—about 500 million—live and die in want * * * they are familiar with 
hunger and cold and disease. The only organization that even begins to answer 
their needs is UNICEF. Yet its total expenditure has been less than half the 
cost of a single aircraft carrier.” 


[From the Ottawa Citizen, April 13, 1953 
A CRISIS IN THE CHILDREN’S FUND 


It seems incredible that the United States Congress would neglect to vote 
money this year for the United Nations Children’s Emergency Fund. Yet at 
present the matter has been delayed by the cutting of the UNICEF item from a 
measure for allowances under the Mutual Security Act. According to the New 
York Times, this step was taken for “economy,” and the Children’s Fund “is faced 
with terrible disaster,” as indeed it would be if the United States withdrew sup- 
port. But President Eisenhower has already asked that a contribution be voted 
under some other bill, and no doubt this procedure will be adopted. Meantime, 
the Children’s Fund has received sufficient money from other countries to insure 
its continued operation for a period at least. 

UNICEF hopes to reach its target budget of $20 million for 1953. It will 
earry on a limited program in 30 countries with the $5 million available. This 
sum includes new pledges of $507,600 from Canada, $315,000 from India, grants 
from other governments, and the proceeds of nationwide appeals in Pakistan 
and Australia. Last year the United States authorized about $16 million for 
the fund up to December 1953. Of this amount, nearly $10 million remains to 
be actually appropriated. It must be matched by the cash or services of other 
governments, a condition that has been met. 

In 6 years, Canada has contributed $9,875,000 to UNICEF, a sixth of which 
has been given by individuals and organizations. A sign of continuing Canadian 
interest is the fact that recently the United Nations Association was able to 
forward $3,500 in unsolicited donations. Canada’s aid has helped UNICEF pro- 
vide supplementary food, together with health care, to some 60 million under- 


privileged children and mothers in 72 countries and territories. 
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Under the UNICEF program, governments that are assisted are required to 
cooperate in carrying out the child-welfare projects. They contribute local costs, 
supplies, and some of the staff. The aim is to establish national services that 
will continue in operation when internationa] assistance is no longer needed. 


[From the Ottawa (I11l.) Republican-Times, April 14, 1953] 
Arp FOR CHILDREN 


The United Nations Children’s Emergency Fund is one of the most worthwhile 
undertakings sponsored by the United Nations. It has aided children in 72 
countries and territories in the past and this year $5,300,000 has been allocated 
for use in 30 countries. This year’s appropriation, however, almost completely 
depletes the fund’s treasury which is dependent on voluntary contributions from 
United Nations members. 

Last year our country, the largest single contributor, indicated that it would 
give another $9,814,000. As yet the new administration has not decided what 
to do about the pledge. With efforts being made te balance our own budget it 
is possible that the appropriation may not be made. 

The fund has spent large sums in distressed and backward countries providing 
food and medical attention for children who neefled such assistance desperately. 
The hope of the world lies in its children. The United Nations program may 
help to assure a better world for tomorrow’s children. It would be a pity to 


see it fail for want of funds. 


[From the Brooklyn (N. Y.) Eagle, April 24, 1953] 


THE Writers’ FoRUM—FINps UNITED NATIONS DorInG Top JoB IN MANY PARTS OF 
THE WORLD 


By Dickson Hartwell 


(Mr. Hartwell, the noted magazine writer, recently edited the book 
Off the Record, a collection of yarns by members of the Overseas Press 
Chub. ) 

I get a pain where it’s impolite every time somebody buttonholes me and says 
brightly, “Let’s get the United States out of the United Nations and the United 
Nations out of the United States.” 

It’s like the politician said, “One clever slogan can obscure a fundamental 
issue for 50 years.” 

That's what is happening now on the current wave of anti-United Nations agi- 
tation. It wouldn’t matter much except some people are drinking this brew 
and it’s making them dizzy. 

What they don’t know is what I didn’t know either until recently. That is, 
some basic facts about the United Nations. Is it just a debating society? Does 
it do anybody any good? 

I've just finished a 12,000-mile trip trying to find out what the United Nations 
really accomplishes. 

I was interested particularly in the children’s fund—known around the world 
as UNICEF (United Nations International Children’s Emergency Fund). 
UNICEF is trying to help some 70 countries raise standards of child health and 
maternal welfare. 

THE BRAZIL STORY 


In the drought-devastated area of northern Brazil I talked with a priest in 
the town of Pacoti. Here, where children are chronically hunger-sick, the 
United Nations is providing cheap but nutritious dried skim milk for nursing 
mothers and infants, for most of them the only cow’s milk they’ve ever tasted. 

I asked the priest whether he thought this milk was doing any good. 

The priest pointed toward the church steeple. ‘That bell used to toll the death 
of a child 3 or 4 times a week,” he said. Now it rings only 3 or 4 times a month.” 

In Costa Rica Dr. Oscar Vargas, director general of public health, handed me 
a chart. It showed the percentage of people admitted to the largest hospital 
with past or present malaria. Starting at near 100 percent, the line dropped 
precipitously to near 10 percent. The record for children was even more dra- 
matic. It had dropped to 1.1 percent. 
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“Children who have had malaria are easy prey to other diseases,’ Dr. Vargas 
explained. “Now they don’t have it any more. That’s what the United Nations 
did for us.” 

This impressive achievement is really peanuts. In India UNICEF and its 
cooperating technical agency, World Health Organization, got together in a 
rich, fertile but malaria-ridden area which had never been farmed in the mem- 
ory of man. 

During crop seasons the deadly mosquito had half the population on its back 
and most of the rest alternately chilled and feverish. No man could work. Vir- 
tually no food could be grown. 

But when the United Nations teams got through, the malaria mosquito was 
driven from an area of 2,050 square miles. Today 100,000 acres are being pre 
pared for cultivation. 

What would we pay to wipe out infantile paralysis in the United States in 5 
years? To cure yaws—to cure it, mind you—usually takes one shot of penicil- 
in. UNICEF can buy enough penicillin to cure seven children for just $1. 

The effect around the world of virtually unknown United Nations agencies is 
tremendous. The Food and Agricultural Organization found farmers in Afghan- 
istan using sickles to harvest their grain. FAO showed them how to use the 
scythe. To many farmers this represented 100 years of progress. 

suildings decay quickly in the tro,ics. FAO created a cheap resin-treated 
wallboard that is impervious to tropical termites which can destroy a solid 
house in a few months. In India experts are working toward a new highly nu- 
tritious strain of all-purpose, disease-resistant rice. 

One United Nations agency, the International Bank, has lent $1.5 billion for 
steel mills, railroads, hydroelectric plants, and flood-control systems in 28 coun- 
tries. Not only has the bank paid all its expenses; it has turned in a handsome 
profit. 


[From the Freeport (I11.) Journal-Standard, April 18, 1953 
COMMENT AND OPINION 
TWO HUMANE PROJECTS THAT NEED SUPPORT 


Two humanitarian undertakings that seem in danger of failing, wholly or in 
part, for lack of financial support, have been in the current news. One depends 
upon the generosity of private givers. That is the annual drive of the Red 
Cross. The other depends upon the support of Congress. That is the United 
Nations International Children’s Emergency Fund. 

The Red Cross was obliged to announce en April 1 that less than 70 percent 
of its goal of $93 million had been reached by that date, and the drive, which 
should have ended on the last day of March, would be continued indefinitely. 

It is common knowledge that the Red Cross is the agency of first importance 
in alleviating the sufferings of victims of war and disasters of civilian life. 

An essential task of the Red Cross has been to collect blood for the Armed 
Forces. This year it has the added duty of collecting additional blood to make 
gamma globulin for the fight against polio. As for flood, fire, and tornado relief, 
it constitutes only a minor part of the Red Cross work. Yet thousands have 
been helped temporarily in times of distress by its activity. 

Recently the Red Cross has assumed further responsibilities in training for 
civil defense. Together with its family relief work, its burden is now enormous, 
and a failure to realize its budget means human suffering, military and civilian 

Less well known is the work of UNICEF, the United Nations International 
(hildren’s Emergency Fund, to which the United States is committed to donate 
$9,814,000, a sum not yet appropriated by Congress, as Senator Wiley (Republi- 
can, Wisconsin) has just reminded the Senate. Our failure to appropriate is 
serious, because the total resources of UNICEF have now shrunk to $2,600, and 
because our own delay is causing delays on the part of other nations. 

UNICEF takes care of some of the basic emergency needs of very young chil- 
dren who have been born into conditions which most Americans can scarcely 
picture to themselves at all. It provides toxoids to fight diphtheria and whoop- 
ng cough; streptomycin against tuberculosis and meningitis; DDT to kill in- 
sects ; milk for millions of babies in a number of countries. 

By accident the other day we happened upon a copy of Life magazine for one 
of the weeks in December 1940, in which there were pictures of children suffer- 
ing from starvation. Those, to be sure, were children who had been through 
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the deprivation of wartime. But the pictures could be duplicated today in a 
score of countries. 

UNICEF has a program of ministering to about 60 million children in 72 na- 
tions. The amount spent is amazingly small, in view of the work done. The 
organization is able to get its money’s worth in many of the more primitive lands, 
because of a favorable rate of exchange. For example, in Thailand $55,000 
pought enough skim milk to feed 62,500 youngsters daily for 24% years. 

Other countries are doing their part. Britain is doubling its contribution. 
India is trebling its last contribution. 

Looking at the plenty about us, we cannot hesitate to make our own donations 
to these good causes. 


[From the Philadelphia Trades Union News, April 17, 1953] 
For Cur_tp Arp Now 


Congress and the Eisenhower administration need a “sense of genuine urgency” 
in deciding future United States policy toward the United Nations International 
Children’s Emergency Fund, Senator Wiley, of Wisconsin, declared. The or- 
ganization, which the American Federation of Labor has always strongly en- 
dorsed, is “broke” and is “hamstrung in its current operations by the fact 
that certain long-range policy questions are still to be settled,” he said. 


[From the New York Times, April 28, 1953] 


U. N. Alp ror CHILDREN—CONCERN EXPRESSED OVER FAILURE OF UNITED STATES ‘l'O 
Support FunpD 


To the Eprror oF THE NEw York TIMES: 

The citizens’ group we represent is grateful to the New York Times for its 
continued championship of UNICEF (the United Nations Children’s Fund). 
While we believe our own children have a claim on priority of consideration, 
we believe that it is not only callous but unenlightened to withhold concern 
for the other, far less privileged, children in the world. The triteness of saying 
that the future depends on the children does not make it less true. Giving a 
proper start to those who survive the unbelievable hardships of life in under- 
developed countries is an essential prerequisite for the economic stabilization 
of governments. 

The only intergovernmental body which in its banner head identifies the child 
is UNICEF. It brings international assistance to those countries which request 
aid in their struggle to lift the health and nutrition standards of their children. 
A characteristically generous contribution from the United States made possible 
the creation of the Children’s Fund in 1946 and its continuation up to date. At 
the recently concluded session of the fund’s executive board, however, at which 
nearly $5 million in aid to children was allocated for welfare projects, the 
absence of a United States contribution resulted in an anomalous situation. 
The $5 million was almost exclusively composed of gifts of governments other 
than the United States. 

AMOUNT APPROPRIATED 


United States citizens concerned over this matter wish to know what has 
happened to the United States contribution that has already been authorized but 
not appropriated by the Congress. In 1951 President Truman put in a request 
for $24 million for 2 years. The Congress reduced this sum to $16,481,000, 
authorized for 2% years. Of this amount, only $6,666,667 has so far been appro- 
priated, leaving $9,814,333, which has already been more than matched by other 
governments according to the matching formula worked out between our ,Gov- 
ernment and the Children’s Fund. 

We feel certain that the present administration must be as anxious to sup- 
port the outstanding programs of the United States as was its predecessor. 
Such action would be consonant with point 9 of his inaugural address, in which 
President Eisenhower pledged the administration’s best efforts to make of the 
United Nations not merely an eloquent symbol but an effective force. It is 
inconceviable that even in the maze of complexities which accompany political 
reorganization in this country the child in need should be forgotten. 
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ENVIABLE RECORD 


UNICEF enjoys an enviable record of accomplishment and the confidence of 
some 75 governments and peoples. If it is to continue as a highly effective 
agency bringing aid to millions of children in Asia, in the Middle East, in Africa, 
in Latin America—if UNICEF is to continue at all—the United States cannot 
withhold its support. We do not wish to be accused of too little and too late. 
We do not wish to provide further ammunition to forces hostile to the United 
States, as so nearly happened last spring when the bogus Communist-inspired 
“Conference for the Defense of Children” took place in Vienna, at a time when 
once before we were dragging our feet on a United States contribution for 
UNICEF. 

We believe that the American people, their administration, and their Con- 
gress have much at stake in helping the world’s children, and that to a degree 
commensurate With our power and resources in the world we must continue to 
give concrete evidence of the sincerity of our solicitude for the children: 

H. PANTALEONI, 
Chairman, United States Committee for UNICEF. 
New York, April 28, 1953. 


[From the New York Times, May 3, 1953] 
Unicer NEEDS CONGRESS 


For the past 6 years 1 United Nations group which is in the business of sav- 
ing children’s lives has been writing an exciting and inspiring adventure in 
international cooperation. The U. N.’s International Children’s Emergency Fund, 
known as UNICEF, is currently providing assistance to 69 countries and terri- 
tories (40 of them in Asia, Africa, and the Middle East) and over the past 6 
years has aided some 60 million youngsters with its supplementary feeding, 
clothing, and emergency relief programs, its maternal aid and welfare services, 
its stimulation to recipient governments to change and strengthen nutrition and 
health services to their needy children. As a British representative to the U. N. 
puts it: “The main point is that UNICEF works, and it works well. In many 
countries it has come to be known as the U. N. in action.” 

Yet, on a par, ironically, with its stubborn determination to aid the needy 
youngsters has been UNICEF’s annual struggle to make ends meet on lamentably 
small budgets. There are some 38 contributing countries (the U. 8S. S. R. has 
never been one of them), but the agency’s greatest moral bulwark and financial 
mainstay has always been the United States. Now the future of the fund—once 
again down to its last $2,000—will be debated in the Social Commission, which 
opens iis meetings tomorrow. 

Of the greatest immediate concern is this Government’s pledge of a new con- 
tribution. Weeks and months have gone by and the pledge remains unredeemed. 
The last administration pledged the $9,800,000 in 1952, and it is known that this 
administration will support the appropriation and is now seeking congressional 
means to have it approved without more delays. Actually it is up to the House of 
Representatives to show some steam, for the Senate’s record over the past years 
has been one of consistent support of UNICEF. There is no excuse for this seem- 
ing lack of leadership, not while disease, hunger, and death continue to take their 
toll. 


[From the Milwaukee (Wis.) Journal, May 21, 19538] 
LEAGUE BACKs CHILDREN’s AlpD—ASKs Funps Be GIVEN 


LAKE DELTON, W1s.—The League of Women Voters of Wisconsin, concluding 
its 25th annual convention here Wednesday, voted to ask continued support by 
the United States for the United Nations International Children’s Emergency 
Fund (UNICEF). 

The 200 delegates from 29 local leagues voted to send telegrams to Secretary 
of State Dulles and Representatives Davis and Laird, Wisconsin Republicans. 
The message urged immediate appropriation of the remainder of funds author- 
ized for UNICEF by the 82d Congress, saying that the move was necessary to 
keep the fund from collapsing. 

Such action would create good will toward the United States throughout the 
world, the league message asserted. 
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The delegates also asked Governor Kohler and State Senator Lenroot (Repub- 
lican, Superior) and Assemblyman Ludvigsen (Republican, Hartland) of the 
joint finance committee for a surtax and any necessary income-tax changes to 
keep the State from going into debt. This is constitutionally forbidden, the 
women said. 

A lively discussion developed during the convention over the appearance of an 
article in the National Voter, a league publication on the proposed Bricker 
amendment to the Constitution. Some members felt that the article had not 
presented both sides of the question. 

The proposed amendment would limit treatymaking powers of the President 
and forbid the U. N. from intervening in United States domestic affairs. The 
national league board has urged study of the proposal, but has not taken an 
official stand on it, even though league members feel its provisions are contrary 
to the league's stand in favor of the U. N. 

Following the league’s policy of membership direction, the delegates voted to 
have the State league board write to the national board for complete informa- 
tion on the amendment. They also directed the State unit to inform the na- 
tional board of the discussion by the convention. 


Chairman Cuirerriecp. The committee adjourns. 

(Whereupon, at 3:55 p. m., the committee adjourned to reconvene 
at 10:30 a. m., Tuesday, May 26, 1953.) 

(The following statements have been submitted for inclusion in the 
record :) 


STATEMENT OF Hon. Owen J. Roperrs, PRESIDENT OF THE ATLANTIC UNION 
COMMITTEE, RELATING TO THE EXTENSION OF THE MUTUAL SEcURITY Pro- 
GRAM 


On behalf of the Atlantic Union Committe, I urge your committee to endorse 
in full the President's request for $5,828,732,000 for extension of the Mutual 
Security Program. We believe that at least this full amount is now essential 
for adequate promotion of our national security as well as for the successful 
aperation of NATO, our primary bulwark against another world war. We 
believe, further, that any reduction in the amount requested by the President will 
be at the expense of our national security and our prospects of peace. 

The Atlantic Union Committee comprises many thousands of members through- 
out the country organized in 140 chapters and a national council of nearly 600 
leaders in most areas of American life. It has promoted the Atlantic Union 
resolution which had’ the support of more than one-fourth of the members of 
each House of the 82d Congress. In accordance with recent decisions of its 
board of governors, the committee seeks to bring about an official convention of 
citizen delegates from democracies to explore the most effective and democratic 
way to strengthen the unity or union of the free, and supports every action and 
measure which will promote an integration of the free peoples and thus repel 
the forces of Soviet communism. 

The importance of the Mutual Assistance Program relating to Western Europe 
for our national security, for the successful development of NATO, for victory 
in the cold war and for the future of freedom is underlined by three facts pointed 
out by the Secretary of State on May 5. 

1. The NATO allies now have a 3-to-1 lead over the Soviet bloc in production 
of steel, but if Russia could gain control of Western Europe the ration would be 
about 50 to 50. This fact is the more significant because the steel production 
of all other parts of the world is dwarfed by that of each of these areas. 

2. Since NATO was founded our allies have contributed three times as much 
to Atlantic defense as we have contributed aid to them. 

3. This program will produce more security for the American people than we 
could get by spending the same amount of money on a purely national program. 
In other words, this program provides cheaper defense for America. 

A fourth fact, of particular significance in this atomic age, is strategic in 
nature. Our NATO alliance possesses bases many thousands of miles nearer 
to Russian production centers than Russian bases are to American cities. If 
Russia should succeed in gaining control of Western Europe, this strategic 
relationship would be reversed and the danger of atomic attack on our country 
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immeasurably increased. Consequently, the unity of the North Atlantic Com- 
munity and the development of NATO are of vital personal concern to every 
American family living in one of our great cities. 

In the light of these four facts, the benefit to the American people of the 
program requested by the President and the damage to their highest interests 
entailed in curtailing this program are readily apparent. I, for one, would not 
wish to bear the responsibility of reducing the Mutual Security Program now 
believed to be essential by President Eisenhower, whose judgment on this 
question is given unique authority by his unparalleled experience in the defense 
and security of our country. 


STATEMENT OF Mrs. JOHN G. LEE, PRESIDENT, LEAGUE OF WOMEN VOTERS OF THE 
UNITED STATES, ON THE MUTUAL SECURITY PROGRAM 


The League of Women Voters of the United States would like to express its 
views on certain aspects of the mutual security program to the House Foreign 
Affairs Committee. This program, now going into its third year, embodies all 
the different types of foreign-aid programs undertaken by the United States 
The League of Women Voters would like to emphasize the importance of the fol 
lowing economic features of the mutual security program ; namely: 

1. Economic aid to Western Europe. 

2. Technical assistance to countries in Asia, Africa, and Latin America. 

3. Funds for development projects in south Asia and the Near East. 

4. The United States contribution to the U. N. technical assistance program. 

Economic aid in the mutual security program is only about one-tenth as great 
as the military aid being requested, but we believe the economic aid is just as 
essential as the military. 

AID TO EUROPE 


The league believes that some economic assistance to Western Europe is still 
necessary to help those nations carry on their defense program and to achieve 
greater economic stability. United States aid to Western Europe has been di- 
minishing each year and in the absence of greater world tensions should be 
eliminated in the near future. 

However, the league would like to point out that the United States could do 
more to build a high level of economic stability in Europe by adopting a liberal 
trade policy. One of the main reasons continued economic aid is necessary is 
because nations cannot earn dollars to buy goods essential for their economy. 
The United States has devoted much time and money to reconstructing the war 
damaged industries of Burope and has emphasized the superiority of a free enter- 
prise competitive system over state regulation and ownership of industry. The 

furopeans themselves will think the United States does not want the most for its 
money and that we are not sincere about the importance of competition if we do 
not allow more European goods to be imported into the United States. An in- 
erease in such imports is in the national interest and could become a substitute 
for economic aid. 
AID TO UNDERDEVELOPED COUNTRIES 


In 1950 the United States began a modest program of providing technical 
assistance to nations in Latin America, Asia, and Africa. This program was to 
help the people who want to learn the technical methods of the more advanced 
countries. The technical-assistance program was, and is, not a relief program, 
but one designed to produce long-term benefits. The League of Women Voters be- 
lieves that the technical-assistance program is based on the sound idea of working 
toward improvements in agriculture, health, and education. We do not expect 
miracles at once from this type of United States assistance, but we do think 
that if the program is continued over a number of years, accomplishments in 
terms of a better standard of living will be evident. 

The league also wishes to support the President’s request for funds for devel- 
opment projects to supplement the work of the technical experts in the Near 
East and south Asia. We are aware that after people of one nation learn new 
methods of improving their standard of living, the next step is to put those 
methods into practice. This often requires capital equipment not available in 
that country. Some countries earn sufficient dollars through trade to purchase 
such equipment. Some nations are able to borrow the money from the United 
States Export-Import Bank or the International Bank. Others require direct 
assistance if they are to begin building and developing basic industries which 
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will benefit immediately their people and their economy. There are nations, 
especially on the border of the Soviet Union, which are subject to strong Com- 
munist pressures ; they are in particular need of this type of assistance. We urge 
that the Congress authorize and appropriate money for development projects. 


U. N. TECHNICAL ASSISTANCE PROGRAM 


The League of Women Voters would like the Congress to know that our 
members strongly support the U. N. program of technical assistance. This is 
such a small program in terms of the money appropriated that it often goes 
unnoticed, Yet this U. N. program is one of the most successful aspects of the 
U. N.’s work. There are nations which would rather receive technical aid from 
the U. N. than the United States because a history of colonialism colors any 
relationship with a more advanced nation. The U. N. technical assistance pro- 
gram deserves our continued support. 

In conclusion, the league would like to urge the House Foreign Affairs Commit- 
tee to authorize funds and support appropriations for the economic sections of 
the Mutual Security Program. Like most United States citizens, league mem- 
bers are interested in economy in Government expenditures, but we believe the 
majority of United States citizens realize that some tax money spent to build 
economic strength among the other free nations is a wise investment in a more 
stable and more peaceful world. 


STATEMENT or D. T. BuckKLEY, CHAIRMAN, GOVERNMENT RELATIONS CoMMITTEE, 
Coat Exporters’ ASSOCIATION OF THE UNrrep States, INc., WitH RESPECT TO 
Economic Arp UNDER THE Mutua Security ProGRAM 


My name is Daniel T. Buckley. I am assistant to the president of Castner, 
Curran & Bullitt, Inc., with offices located at 60 East 42d Street, New York 
City. I am appearing in behalf of the Coal Exporters Association of the United 
States, Inc., in support of the request of the Mutual Security Agency for the 
fiscal year ending June 30, 1954, which is presently being considered by your 
committee. Each year since the beginning of the Foreign Aid Assistance Act 
of 1948, we have appeared in support of the Administration’s request for funds. 

Since my last appearance before your committee in April 1952, there has 
been a substantial improvement in the European coal situation, and this is best 
reflected by the increased production that occurred in 1952 by comparison with 
what coal was produced in 1951. 

My exhibit No. 1 attached hereto sets forth the historical survey of coal 
production by countries on the Continent and in the United Kingdom for the 
years 1945-52, inclusive. It is interesting to note that there has been a sub- 
stantial increase in production since the termination of the war in 1945, and 
that the production for the calendar year 1952 was 472,000,000 metric tons, an 
increase of 12 million metric tons over the coal production in 1951. Your com- 
mittee may be interested in knowing that our estimate of production for the 
ealendar year 1952, which was submitted to you in April of last year, indicated 
a production of 472 million tons. Therefore, it is a source of great satisfaction 
to our association in having made such an accurate estimate which would not 
have been possible were it not for the Organization for European Economic 
Cooperation, whose officials have followed the matter of coal production very 
closely because of the important part it plays in the economy of Europe. 

While there was an increase in European coal production in 1952, there was 
also a corresponding increase in consumption. The fact that production had 
increased enabled Europe to curtail substantially its importation of coal from 
the United States, and this is best reflected by my exhibit No. 2 captioned, 
“United States Overseas Exports of Bituminous Coal by Continental Groups, 
Years* 1946-52, and Comparison Between January-February-March 1952 and 
1953.” This table sets forth the overseas exports of bituminous coal from the 
United States to the various countries of the world and you will note reflects 
a reduction in shipments to Europe of approximately 7 million net tons for the 
calendar year 1952 as compared with the calendar year 1951. 

The comparison between the first quarter of 1952 and the first quarter of 
1953 reflects the general improvement in coal production in Europe and the 
United Kingdom when we consider that there was exported in the first quarter 
of 1952 in excess of 9 million tons as compared with only 2 million tons in the 
first quarter of 1953. However, you will note that the movement of coal to other 
countries of the world has been quite substantial and the shipments to Asiatic 
countries are presently running at a rate of approximately 4,600,000 tons a year. 
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It is expected that exports of coal to all countries of the world will be ap 
proximately 15 million tons for the present calendar year and the bulk of this 
tonnage will consist of high quality coking coal of which there is a world short- 
age and which requirement can be supplied only by the United States. 

My exhibit No. 3, captioned “United States Overseas Exports of Bituminous 
Coal by Countries of Destination and Continental Groups,” sets forth the overseas 
exports of bituminous coal by countries of destination and continental groups 
for the first quarter of 1953 as compared with the first quarter of 1952 and 
country by country in Europe, and shows the material improvement that has 
taken place in the production of coal in Europe and the United Kingdom since 
a year ago. This improvement has enabled these countries to get along on a 
substantially lower tonnage from the United States than was needed when their 
production was at a much lower level. 

My exhibit No. 4 sets forth single trip vessel rates on coal from Atlantic ports 
to selected European destinations by months from January 1951 to May 1953, 
inclusive. This shows a substantial reduction in water transportation rates 
since January 1951. This has enabled the European coal consumer to purchase 
coal at a substantially lower cost, and this has had a very definite effect on the 
European economy because it has resulted in the production of coke and gas 
at a much lower cost than when the vessel rates were at substantially higher 
levels. 

Many people believe that the shipment of American coal to Europe is paid 
for with dollars appropriated by Congress and this misunderstanding continues 
to exist in this country whenever the exports of American coal to Europe are 
discussed. Therefore, we once again wish to state for the benefit of Congress 
and the American people that approximately 75 percent of the dollar payments 
made by European countries in the aggregate are free dollars: that is, dollars 
which they themselves pay from their dollar earnings and not from dollars 
advanced by the United States through the Mutual Security Agency. There are 
many countries in Europe who pay in free dollars for 100 percent of their Amer- 
ican coal imports, and this has been true for the past several years. The actual 
dollar expenditures on the part of our country for the approximately 21 million 
tons of coal exported to Europe last year was only $66 million which indicates 
that the balance of these purchases of some $200 million were paid for with 
free dollars. 

The countries in Europe have shown a vast improvement in the overall coal 
supply situation, but there is still a deficit of high-quality coking coal needed 
for the vitally important steel industry, and the United States is the only source 
able to satisfy this deficit. 

There has been a substantial reduction in the price of United States coal 
and in the cost of vessel transportation so that United States coal of the highest 
quality can be delivered in Europe at approximately the same price as coal from 
the Ruhr and the United Kingdom. 

The present level of coal shipments from the United States to Europe of the 
high quality coking coal no longer represents a major drain on the European 
dollar resources, but the principal dollar payment with MSA funds is for the 
purchase of fuel oi! which is moving into Europe from the Middle East in ever- 
increasing quantities and has created a most serious dollar problem. 

In the past coal was the major source of energy supply in Europe. However, 
there has been a definite trend toward the importation of Middle East oil to 
Europe, a substantial part of which is paid for with MSA dollars. We believe 
that the European coal-producing countries deserve commendation for the 
excellent production job that has been done in recent years, and when we 
consider that their operating conditions are entirely different from what we 
find in the United States, and the fact that their mines do not lend themselves 
as easily to mechanization, which results in having to produce most of their 
tonnage with manual labor, it is most encouraging to note the real improve- 
ment that has taken place during the past several years. 

It is also a fact that these countries do not have the unlimited coal reserves 
such as exist in the United States; their seams of coal are much thinner, the 
mines are much deeper, and the substantial improvement that has occurred is a 
great tribute to their honest desire to help themselves rather than to depend 
upon outside sources for the major part of their energy supply. 

We believe that by furnishing the best quality of coking coal at the lowest 
possible delivered price we are performing a real service to the European con- 
sumer, and will continue to do so until such time as Europe will once again be 
able to fully meet its own requirements. 
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The Coal Exporters Association has been most happy to note that the European 
Defense Community in its most recent report has indicated substantial improve- 
ments due to the operation of the Schuman plan. 

The Coal Exporters Association of the United States, Inc., is only too happy 
to support the administration’s request for funds for the next fiscal year not 
only for Europe but for all of the other countries as weli, and while we realize 
that the sum of $5,800,000,000 represents a substantial contribution, it still is 
a reduction of $1,800,000,000 from the amount that was estimated by the previous 
administration as necessary for the fiscal year ending June 30, 1954. 

We believe that if we are to maintain a free world the United States must 
play its part until such time as the free world is able to stand on its feet. 

We believe the countries of Europe, since the beginning of the Foreign Aid 
Assistance Act of 1948, have shown a material improvement, and we in the coal 
industry know that the countries of Europe and the United Kingdom, which 
have increased their production from 396 million tons in 1948 to 472 million 
tons in 1952, have been trying to help themselves, and we are confident that 
there will be a continued improvement in the years to come. However, until 
such time as the free world is able to stand on its feet, we think that the admin- 
istration is fully justified in lending its monetary support to all the countries 
for which they have requested dollar aid. Therefore, we ask that your committee 
report out the full amount now requested. 


Exutsir No. 1 


Historical survey of coal production 


[Million metric tons} 


1945 1947 1949 


! 


United Kingdom 
Western Germany 
France ! 

Belgium 
Netherlands 

Ttaly 

Portugal 

Sweden 

Treland 

French North Africa 
Saar 3.2 


218. 
103 
Al 
27 
ll. 
l 


Stor 


Nh WO mete me 
ad 


ee 


10. 


16. ; 
Total -| 2 364. 5 395. 7 26 39. ¢ 461 


1 Figures for France do not inelude “high vol:tile coal’’ of Provence, lignite from Hostensand small 
lignite mines 


Source: From reports of the Organization for European Economie Cooperation. 


Exursit 2 


United States overseas exports of bituminous coal by continental groups, years 
946-52, and comparison between January—February—March 1952 and 195 
1946-52 l I between Ja y—February—March 1952 and 1953 


{Net tons] 


North 
and South 
Central | America 
America ! 


Period Europe Asia Oceania | 





Year 1946.__. a 415, 400 . 6 16, 074, 200 201, 500 37,500 | 

Year 1947___. 773, 400 | 2, is 36, 703, 200 311, 000 107, 5300 | 2,057, 400 

Year 1948___- ‘ 375, 400 : é 16, 092, 800 765, 200 26, 200 960, 700 

Year 1949_._ 148, 300 , 8, 681,800 | 1,395,100 | 88,600 | 611,800 

Year 1950__.- _...| 109,600 | 1,303, 794,000 | 147,200 |.-._.._- -| 105, 400 | 

Year 1951___- 138, 100 | 3, 27,925, 500 | 1,889, 11,200 | 918,300 

Year 1952... 111,700 | 2, 20, 676, 500 | 3,052, 20,100 | 541, 100 | 26, 685, 600 
January-March 1952 17,300 9, 108, 800 300 | 255,600 | 11,044, 100 
January-March 1953 40; 300 2,048,000 , 1, 3, 626, 700 


1 Excludes Canada. 


Source: U. 8. Department of Interior, Bureau of Mines. 
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Exutsir No. 3 


United States overseas exports of bituminous coal by countries of destination and 
continental groups 


[Net tons] 


1953 1952— 1953-— 1952 
Country of destination January-| January- Country of destination January- | January- 
March March March March 


| 


! | 


North and Central America: 
Bahamas... 5 ee Netherlands_._- : 810, 635 
Bermuda.. ; 865 1, 510 Norway bet 130, 995 
British Honduras 15 20 Portugal... o 21, 352 
Costa Rica. - d 10 40 || Spain __. , | 53, 122 
Cuba ml 16, 378 5, 107 Sweden } 20,¢ 338, 386 
E] Salvador. _-. 35 15 || Switzerland. aminhe , 42 150, 754 
French West Indies. - oe 2, 790 Trieste . " 31, 546 21, 326 
Guatemala... 55 United Kingdom | 216, 366 
Honduras. - .--- 4 65 | 96 Yugoslavia_- 
Jamaica. - 3, 959 4, 268 
Mexico 12, 503 101 Tapeless wi 2, 048, 85 9, 108, 823 
Nicaragua au 12 6 = =: 
Panama, Republic —_ = 40 Asia: | 
Trinidad and Tobago 6, 362 3, 320 Japan . , 144, 439 793, § 
Pakistan , 20% 90, 3 
Total ‘ 40, 264 17, 313 Philippines, Republic of 
—=——— = Thailand 
South America 
Argentina : 121, 757 400, 076 Total 
Bolivia. : 10, 939 114 
Brazil - __- ‘ 157, 787 237, 819 Oceania: French Western 
Chile --| 62,863 75, 566 Pacific Islands. 
Ecuador _- 5 
Surinam (Netherlands Africa: 
Guiana). ----- wn * 779 Algeria 
Uruguay. .....-.-. ns 5, 43% 34, 639 Belgian Congo 
Venezuela. . d : § |. Canary Islands 
——— |— Egypt 
Total 368, 78 748, 998 French Morocco. _. 
= | French West Africa 
Europe | Gold Coast 
i - 10,781 | 535,147 Libya 
Belgium and Luxem- | } Madeira Islands 
bourg.- ‘ -| 19,896 321,016 Tunisia... a 
Denmark v<tee ; 781, 110 Western Portuguese | 
DU, .bbe604-. -2--.58ne 76, 541 Africa. . | 
France... -------| 273,067 584, 025 Pe 
Germany (West) - ...|1, 003, 582 , 614, 243 Total 17, 452 
Gibraltar ; , 46, 025 — 
Ireland (Eire) - --- ‘ 180, 222 Total ! bituminous coal 
.--| 463,146 , 227, 558 exports....... 3, 626, 676 |11, 044, 





Excludes Canada. 
Source: U. 8. Bureau of Mines. 
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Exuistt No. 4 


Single trip vessel rates on coal from Atlantic ports by months from January 1951 
to May 1953 


[Per gross ton] 


Dis- Bordeaux- | Dis- Dis- 
Retteriass | charge | Dunkirk charge | Savona, Genoa, | charge 
rate vakion | Tate | Naples rate 
(tons) E (tons) (tons) 





1961 

Jan. 15 $10. 25 to $11 
Feb. 13 3.00 to 13. 
Mar, 19__. 3.50 to 14 
Apr. 16 8,00to 13.! 
May 21 2.Mto 12.7 
June 18__. 50 to 12.3 
July 16 25to 10.7 
Aug. 20__- .75to 13. 
Sept. 17__. . 50 to 

Oct 15 ‘ 50 to 

Nov. 13...-. 50 to 

Dec. 24 50 to 


500 | $11. 50 to $12. 00 | 1,000 | $11. 25 to $11 
500 13.75 to 14.25 1, 000 3.50 to 14. 
500 14. 50 | 1, 000 3.25 to 13.7 
500 14.00 1, 000 3.25 to 13.7! 
500 13. 50 | 1,000} 13.50to 14 
500 f 13. 00 | 1, 500 | .50 to 13. 
500 .75 1, 500 | to 11. 
500 50 1, 500 13. 

1 

1 

1 

1 


500 00 , 500 13. 
500 00 . 500 13 
500 00 . 500 13. 
500 00 , 500 70 to 12. 


PNNNPNNNNENNNNW 


wwe 


19: 
Jan. 14 50 to 
Feb. 18... 9.00 to 
Mar. 17... 75 to 
Apr. 14... 50 to 
May 19 7.00 to 
June 16_. 50 to 
July 14 00 to 
Aug. 18 3. 50 to 
Sept. 15 3. 50 to 
Oct. 14 5 25 to 
Nov. 17... ) 50 to 
Dec. 22... . 40 to 


, 500 | .70to 12.! 

50 to ; , 500 Oto 11: 
25 to fr , 500 2to 9g. 
00 to 7! , 500 | OOto 8. 
75to 8.25 , 500 75to 8. 
OOto 5.2! , 500 25to 6. 
50 to . 7 , 500 Sto 6. 
5. 

5. 

5 

5, 

5 





00 to . 2 , 500 75 to 
00 to . 2 500 | 75 to 
75 to 5.2! , 500 | 25 to 
75 to 5,2: , 500 00 to 


65to 5.1! , 500 00 to 


PPNPP PHN pS 
> > ee oe On Td 
FO DN mm OY D> 1.90 OH 


1958 
Jan. 19 
Feb. 16 


4 25 to . 60 , Oto 46. , 500 5.00 to 
. 25 to . 60 | 2, 500 | 4.50to 5 , 500 | 5.00 to 


Dor cn or 


5.00 to 5.25 | ,500 | 5.25to 5.7! ,500} 75 to 


Apr. 20... 
. 55 to . 80 | , 500 | .80to 5.30 | 1,500 | 5.30to 


May 25 


on 


$ 
: 1 | 
Mar. 16 4.65to 6.15 | , 500 | Wto § , 500 | 5.15 to 
rk 
4 


Source: From reports of W. W. Battie & Co., Inc., Coal Trade Freight Report. 


STATEMENT oF Mrs.- Guipo PANTALEONI, JR., CHAIRMAN OF UNITED STATES 
CoMMITTEE FoR UNICEF (UNITEp Nations CHILDREN’S FUND) 


I am speaking on behalf of the United States Committee for UNICEF. 

For over 6 years we have been closely examining the operations of the United 
Nations Children’s Emergency Fund (UNICEF). In Asia, in Latin America, in 
the Middle East and in Africa we have been witnessing the slow but steady 
inroads on disease, on poverty, on malnutrition that UNICEF, in collaboration 
with World Health and other appropriate agencies has been making in some 75 
countries and territories. UNICEF has stimulated underdeveloped countries to 
tackle some of their own chronic problems which have beset successive generations 
of children. These countries, in turn, have emphasized their support of UNICEF 
by increasing their own contributions to the world-wide work of UNICEF. 

We believe that by assisting governments to give a proper start to those chil- 
dren who survive the unbelievable hardships of life in backward areas, we are 
making the first step toward the economic stabilization of the governments them- 
selves. We realize that disease knows no boundaries; and that is the under- 
developed countries there is apt to be an almost superstitious resistance to health 
measures, such as inoculations against tuberculosis, DDT spraying for malaria 
control, and so on. We are gratified to see that UNICEF is helping break down 
this resistance. In many instances, the agent responsible for building confidence 
among the people is dried skimmed milk, which is provided chiefly by the United 
States and Canada out of surplus supplies. In numerous Latin American coun- 
tries, for example, young mothers have been participating in UNICEF nutrition 
demonstration projects. The mothers are beginning to see healthly color flow 
into the faces of their children. They rightly attribute this improvement to the 
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milk. They are losing their fear of the outsiders and patiently and willingly are 
lining up their children for the erstwhile dread innoculations. The incidence and 
spread of contagious diseases are being cut down. Beside teaching adults the 
value of milk as a protective food, therefore, UNICEF is using it as a catalyst 
for expanded child health, nutrition, and welfare programs. 

It is our experience that all over the world it is the United States which 
receives the major credit for the UNICEF programs. Since it is the United States 
which made possible the existence of the children’s fund we are proud of this 
fact, although we are reminded that 63 other governments have made contribu- 
tions and that on a per capita basis we are seventh on the list of contributors. 

From a domestic angle it is our immediate experience that of all international 
bodies, there does not exist a more popular one among the people of the United 
States than UNICEF, as soon as our public becomes aware of its existence. This 
fact is born out most recently by the Tri-City Conference on UNICEF which was 
held in April in California which resulted in unanimous support for UNICEF by 
the thousands of prominent citizens of California who participated. 

In addition, the conference met with acclaim from the local west coast press 
which expressed enthusiasm for UNICEF although heretofore it has been indiffer- 
ent, not to say hostile, to the United Nations as a whole. 

Another symptom of how easy it is to enlist public support for the Children’s 
Fund has been evident in the reaction to the Halloween project known as “trick 
or treats.” This was a spontaneous experiment initiated by a Presbyterian 
church group in Wiscensin to turn children’s destructive energy into constructive 
channels. Instead of asking for pennies for themselves, children ask for pennies 
for less privileged children in other lands. This project snowballed across the 
country, and though the financial result was not large, the educational value was 
great. The effect on the thousands of parents was particularly marked since 
the first time these adults became aware of an international effort to help other 
countries develop child-aid programs. 

From a political standpoint, we are conscious that forces hostile to the United 
States are ready to exploit the emotional appeal of the child in need if we fail to 
bring aid to the child through proven and established channels. This very situa- 
tion arose in April 1952, at a time when we were delaying on a United States 
contribution for UNICEF, and the eastern block of European countries convened 
in Vienna ostensibly to discuss the raising of living standards for the world’s 
children. It is alleged that 60 countries attended this conference and were 
proselytized with consequent injury to the reputation of our Government. 

We felt regret at the last meeting of the executive board of UNICEF in March, 
when $5 million of new money was allocated for UNICEF programs and this sum 
included no United States contribution. Because of the fine record achieved by 
UNICEF, because of the good will we accrue by supporting it, because as parents 
we do not wish some day to be faced by our children and he accused of letting 
down our neighbors—whom the time—and space-shrinking inventions of science 
are bringing practically into our own backyard, for these and many other reasons 
we believe we should give unqualified endorsement to an extension of UNICEF’s 
mandate. We believe we should implement this endorsement by authorizing for 
1954 a contribution recognized by the Congress as an equitable one. It was the 
intent of the Congress, expressed in legislation by the 82d Congress, that such a 
contribution does not exceed one-third of the total target budget of allocations. 
Since the total cost of UNICEF projects comes to $45 million (including internal 
matching of aided countries) the proportionate share from the United States, 
therefore, comes to over $14 million. 

We take pride in the generally favorable response of the Congress to the work 
of UNICEF, and are certain that our Congress shares our belief that it is in the 
best interests of the United States to give vigorous leadership in this moving 
cause. 


STATEMENT OF AMERICAN ASSOCIATION OF UNIVERSITY WOMEN IN Support OF AP- 
PROPRIATIONS FOR INTERNATIONAL CHILDREN’S WELFARE Work 


In behalf of the American Association of University Women, the international 
relations committee of the association strongly urges passage of the MSA Ex- 
tension Act, which authorizes an item of $9 million earmarked for international 
child welfare work, as well as the passage of the deficiency appropriations bill 
for UNICEF involving the sum of $9,814,000. 
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Careful study of the UNICEF Executive Board's repert of March 19, 1953 
convinces us that the work of the Emergency Fund must continue. Our con- 
viction is based on the following considerations: 

1. The emergency for which the fund was created has not ended. Ina recently 
published statement, Maurice Pate, Executive Director of UNICEF, said: “What 
struck me most forcefully on a recent trip to Asia was this: Disease among 
children there today constitutes a greater emergency than the devastated areas 
of Europe after the war.” 

2. There is no channe! less partisan than UNICEF for the relief of the needs 
of children, just as there is no area of any society less partisan and less political 
than the lives of its children. The sincerity of United States devotion to the 
humanitarian principles governing its domestic life can best be demonstrated 
on the international level through the channel of the United Nations Fund. 

3. United States failure to subscribe to UNICEF can but lead to misunderstand- 
ing abroad. If the wealthiest Nation of the world begins an economy drive by 
withdrawing its support from UNICEF, that Nation can anticipate the scorn 
and the suspicion of the rest of .he world. To forfeit international respect and 
goodwill in order to save a sum less than $20 million is to indulge in false economy. 

4. No United Nations agency or affiliate has a more impressive list of concrete 
accomplishments to its credit, but many of the children for whom the fund was 
set up in 1946 are now adults, and the relief of their needs cannot alleviate 
those of their successors. 

Both because humanitarian considerations require it and because the reputa- 
tion of the United States for international probity demands it, we beg the im- 
mediate passage of the aforesaid appropriations bills for UNICEF and for inter- 
national child welfare work. 

ANNE GARY PANNELL, Chairman. 
Mar@aret M. Batt. 

BARBARA EVANS. 

DLIZABETH L. FACKT. 

Lucite DEEN PINKHAM. 
MINNIE MILLER. 
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TUESDAY, MAY 26, 1953 


Houser or REPRESENTATIVES, 
CoMMITTEE ON Forrign Arrairs, SUBCOMMITTEE ON 
Srate DeparrMENT OrGANIZATION AND PERSONNEL, 
Washington, D.C. 

The subcommittee met in room G-3, United States Capitol, at 
9:45 a. m., Hon. John M. Vorys (chairman of the subcommittee) 
presiding. 

Mr. Vorys. The subcommittee will come to order. The meeting 
was called while I was out of town, but at my suggestion, by Mr. 
Morton. We will have the statement of Under Secretary of State, 


Mr. Lourie. 


STATEMENT OF HON. DONALD B. LOURIE, UNDER SECRETARY OF 
STATE FOR ADMINISTRATION, DEPARTMENT OF STATE 


Mr. Lourie. It is about SRE. 

Mr. Vorys. I believe you have met Mr. Bentley. 

Mr. Lourte. I believe Mr. Merchant can start off and give you the 
story much more thoroughly than I. 


STATEMENT OF HON. LIVINGSTON MERCHANT, ASSISTANT SECRE- 
TARY OF STATE FOR EUROPEAN AFFAIRS, DEPARTMENT OF 
STATE 


Mr. Mercuant. What we wanted to explain is the reorganization 
of SRE in Paris. The SRE, in its present form, was created by ad- 
ministrative action last January or February. At the time of the 
reorganization of the NATO setup, which was accomplished at the 
Lisbon meeting of the North Atlantic Council in February 1952, there 
was abolished the Council of Deputies which had been sitting in 
London, and created in its stead a Council of Permanent Represent- 
atives with headquarters in Paris and a staff under Lord Ismay as 
Secretary oneal 

The members of the Council were asked to designate governmental 
representatives to be in permanent session. The SRE, therefore, 
represented the merger of Ambassador Spofford’s shop in London 
with the regional office of the MSA, which had been set up at the 
time Mr. Harriman had the ambassadorship created under the first 
ECA Act. 

By letter of appointment from the President, Ambassador Draper, 
who had been appointed to the MSA membership, was designated as 
the United States permanent representative on the Council. 


663 
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The office of the SRE was set up, and is still set up, with three 
main operating divisions ; the Political Section, which is staffed by the 
Department of State, which provides political and policy advice to 
the special representative, and the staff for the Council meetings; the 
Economic Section, which was the old OSR—MSA regional economic 
office, which provides the backing of Ambassador Draper as United 
States representative on the OEEC and discharges the regional re- 
sponsibilities of the defense assistance phase of the mutual security 
program; and the Office of Defense, which is staffed by personnel 
from the Department of Defense and which is concerned with certain 
of the defense aspects abroad, including offshore procurement, infra- 
structure, and so forth. 

The form that the proposed reorganization will take is to strip the 
office in Paris of the functions which are not directly related to 
United States representation on regional international bodies with 
their headquarters in Europe. It is proposed that the two ambassa- 
dorships provided for under the MSA Act would be abolished, and 
that the Secretary of State, under the authority of the Foreign Serv- 
ice Act of 1946, would establish a diplomatic mission in Paris, the 
chief of which would have the rank of ambassador in his capacity as 
United States permanent representative on the North Atlantic Council. 

He would report to the Secretary of State in contradistinetion to 
the present terms of reference for Ambassador Draper, under which 
he reports to four members of the Cabinet as well as to the President. 
He would also serve as the United States representative on the Min- 
isterial Council of the OEEC, and he would discharge such other 
representational functions to multilateral organizations as were dele- 
gated and assigned to him. He would have three principal advisers 
or assistants nominated by other departments or agencies. There 
would be 1 ) by Governor Stassen, as his economic adviser 
of deputy, 1 appointed by Secretary Wilson for defense affairs, and 

1 appointed by Secretary Humphrey for such responsibilities as the 
Treasury had in that general field. 

The chief of this new mission would be the only one in the organ- 
ization with the rank of Ambassador. He would be concerned only 
with representation on international multilateral bodies in Europe. 
He would have no supervisory or coordinating responsibilities as re- 
gard the country teams. He would deal only through our Ambassador 
to a particular country, except insofar as he was dealing through, say, 
the French representative on the North Atlantic Council on matters 
arising in the Council itself. 

I think that is enough of a sketch. It fills in the main points. 


STATEMENT OF HON. THRUSTON B. MORTON, ASSISTANT SECRE- 
TARY OF STATE FOR CONGRESSIONAL RELATIONS, DEPARTMENT 
OF STATE 


Mr. Morton. I think it ought to be pointed out that the function 
as Regional Administrator for MSA, which has been a part of the 
phase in Draper’s shop, will not be a part of the new mission. 
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STATEMENT OF HON. C. TYLER WOOD, DEPUTY TO THE DIRECTOR 
FOR MUTUAL SECURITY 


Mr. Woon. I don’t think I have anything to add. 1 think one of 
the products of this reorganization is expec ted to be a ver y consider- 
able decrease in the size of the organization. The organization is 
pointed toward this multilateral representation, rather than toward 
the supervision, as it has been in the past, of the country teams. 

Mr. Morron. Whut is your net reduction? It is pretty high, is it 
not? 

Mr. Mercuant. Yes, from over 700 a year ago. It is not thought 
that this reorganization would affect David Bruce in his present 
capacity. 

Mr. Vorys. Has the person been selected yet? 

Mr. Mercuant. John Hughes, whose name you may have seen in 
the papers, is the one who is in the process. I brought along a func- 
tional chart of the office as it now is. 

Mr. Bentiey. This is the present setup? 

Mr. Mercuant. It gives the internal structure of the shop. 

Mr. Bentiey. Do you know what the personnel decrease would be, 
approximately ¢ 

Mr. Mercuant. No, sir; I don’t know numerically. It would be 
substantial. My impression is that it is a little over 500, and it is in 
the process of being cut. My impression is that with the cuts already 
instituted it is in the process of going down to about 450. That is in 
comparison with the figure that ‘L recall of a ee over 700 when the 

various organizations were put together a year ago last March. 

In addition to the above personnel, there is a staff in SRE, paid from 
program funds, « eer pen productivity and technical assistance pro- 
grams on April 30, 1953, this staff numbered 91. 

Mr. Bentey. Tess this follow along the lines, Mr. Merchant, of 
several of the recommendations I saw in the team evaluation setup / 

Mr. Mercuant. The only one I have read, sir, is the overall one of 
the teams. I think it is in substantial agreement. 

Mr. Woop. Several of the evaluation reports made the specific rec- 
ommendation that the office be changed from one having supervisory 
responsibilities over European aid operations to one primarily respon- 
sible for representing the United States multilateral organizations. 
They also said there were too many Ambassadors in Paris. In both 
those respects, this reorganization is very definitely moving in the 
direction proposed in the report. 

A third recommendation was based on the belief of the teams that 
the office was too large and that there were too many Americans in 
Paris. In that respect, also, the reorganization is in line with these 
recommendations. Finally, there was a considerable amount of opin- 
ion among the evaluation teams that the work in the regional office 
should be more directly under the Secretary of State. In that respect, 
also, since this man will report to the Secretary of State, I think it 
may fairly be said that the change moves in the direction of the recom- 
mendations of the evaluation team. 

Mr. Bentiey. This person’s new job in Paris would be somewhat 
similar to that of Mr. en in New York, as far as representation 
in the multilateral organizations and reporting to the Secretary; am 
I correct on that ? 





666 MUTUAL SECURITY ACT EXTENSION 


Mr. Mercuant. Yes, I would say so, except he will be a United 
States representative on more than one international organization. 

Mrs. Ketiy. Mr. Merchant, is the Ambassador going to have policy 
and operational responsibility ? 

Mr. Woop. I should think a quick answer would be yes. He would 
certainly have policy responsibility as the representative of the Sec- 
retary of State in respect of the work that is done in the Council of 
NATO, and in the Council of the OEEC. 

I would think, also, he would be charged with operational responsi- 
bilities, but not, however, in respect to the supervision of operations in 
the country mission. 

Mrs. Ketiy. That is the point. He is going to report directly to 
the Secretary of State? 

Mr. Woop. That is right. 

Mrs. Ketxy. This new reorganization will result in expansion of 
responsibility, as I see it. The Secretary of State reported that he 
desires to reorganize and establish the situation as far as his Office is 
concerned, to have him be responsible for just policy. He hoped there 
would be an agency established for operation. You are bringing in 
the duties of one man under the Secretary of State; is that right? Is 
he going to be the one man who will have the entire operational super- 
vision over there, because the field missions report, at this time, to the 
Ambassador, and also to the Secretary of Defense? So, you have a 
division of authority, insofar as the field missions are concerned. 
That is what you want to cut out. The field missions should report 
to the Ambassador of the country and the Ambassador of the country, 
either through or with this Ambassador, to the Secretary of State, 
because the Secretary of Defense gets reports from the field prior to 
the Secretary of State getting reports from NATO countries. That is 
where your problem is. There is a mixed responsibility. 

What I think the chairman, and several others in another commit- 
tee, wanted was direct responsibility for operation and policy from 
our European source; is that not correct, Mr. Vorys? 

Mr. Vorys. Yes: I don’t quite get the status of this man. He is to 
be our septinbdtenbes on some sort of a permanent deal on NATO and 
on OEEC, and what else? I didn’t catch that. 

Mr. Mercnanrt. It is anticipated, sir, he would also provide the 
representation to ECE, which is in Geneva, as you know. 

He would have, as SRE now has, the responsibility for the multi- 
lateral negotiations on East-West trade. He might well get responsi- 
bility, which is now carried by the Embassy in ‘Paris, to the Central 
Rhine Commission. 

Someday it is conceivable, and I think quite possible, that repre- 
sentation to the Steel and Coa] Community might be there. But the 
principal job is built around our membership on the Council of NATO. 

Mr. Vorys. Was that at Lisbon, where they disposed of the 
deputies ? 

Mr. Mercuant. Yes, sir. 

Mr. Vorys. Did they set up a permanent organization there? 

Mr. Mercuant. Yes, sir. 

Mr. Vorys. What is it to be called? 

Mr. Mercuanrt. It is called the North Atlantic Council in perma- 
nent session, 
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Mr. Vorys. Do the other members have permanent members there? 
Mr. Mercuant. Yes, all with the rank of ambassador, and all with 
their delegations. 

Mrs. Kexiy. I don’t see how one person can wear as many hats as 
they are giving this one. It seems he is wearing twice as many a 
before. 

Mr. Mercuant. No. This is a marked reduction in the responsibili- 
ties. 
Mrs. Keity. How can he have charge of East-West trade super- 
vision, represent the present Director for Mutual Security 

Mr. Woop. That is the old chart. 

Mrs. Ketiy. Where is the new one? 

Mr. Mercuant. We haven't a new one. 

Mr. Vorys. Could I ask whether it would be your purpose to have 
section 504 of the MSA repealed? It provides that there will be 
carried out the functions conferred by sections 502 and 503. It is 
really a transition from the administration of ECA. In any case, the 
act continues, there shall be a special representative in Europe, and 
a deputy special representative in Europe. It states that the deputy 
special representative in Europe shall be appointed by the President, 
with the advice and consent of the Senate, and it outlines his duties. 

It is that provision of law which I think has been found by evalua- 
tors and members of our own committee, and no doubt your own peo- 
ple, to be unsatisfactory. Those functions in the act as to deputy or 
special representative of the Mutual Security Director are to be abol- 
ished ¢ 

Mr. Mercnanr. Yes. 

Mr. Vorys. Then, would it be your purpose to have that provision 
of law amended or repealed ¢ 

Mr. Mercnant. The thought, I believe, sir, was to include a refer- 
ence in the reorganization plan for the abolition of those two positions, 
but to have a proviso which would not abolish them before the actual 
effective date of the resignation of Ambassador Anderson and Am- 
bassador Draper and their departure. 

I will go back to Mrs. Kelly’s point. I would answer that by say- 
ing he will be in policy and operations only to a comparable extent 
to an ambassador to a country, or Ambassador Lodge. He would have 
under him what, in effect, is the equivalent of a country team on the 
operational side, including a defense segment, which would be com- 
parable toa MAAG. 

Mrs. Ketxiy. They wanted to do away with MAAG. 

Mr. Mercuant. No, I don’t think so. He would have an economic 
staff under an appointee of Governor Stassen, who would handle 
day-to-day operations directly with MSA, and would handle opera- 
tions relating to the committees of OEEC. 

Mrs. Keriy. Aren’t you trying to make them report directly to 
the ambassador in the country? You say just now they are going to 
report directly to Washington. 

Mr. Mercnant. On operational matters. The Ambassador is in 
charge of his organization there in Paris. The point I was making 

was that he is not involvi ing the Secretary of State in operations which 
the Secretary of State wishes to be divested of. 

Mrs. Kexiy. The teams are not going to report to an ambassador 
of a country; is that correct ? 
33064—53——48 
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Mr. Morron. Yes; they are, Mrs, Kelly. Mrs. Kelly thinks you are 
talking about the country-by-country setup. This is merely the NATO 
setup. The country teams Will be under the Ambassador of the 
country. 

Mrs. Kexiy. He will work with this 

Mr. Morton. He reports to Washington. Only in matters where 
you are involved multilaterally—where you are in a meeting of the 
NATO—is this office concerned. 

Mr. Mercuanr. Mrs. Kelly, you have meetings twice a week of the 
Council, all 14 permanent representatives. They are doing business 
multilaterally. They have a permanent staff, under Lord Ismay 
composed of economists and what not. The Ambassador is the United 
States representative on the Council. The other countries also have 
ambassadors. He has a staff which is responsible to him, which he 
can utilize as he believes necessary to fulfill his job as United States 
representative on the Council. That staff is, in part, contributed by 
the State Department, in part by Governor Stassen, and in part by 
Defense, because you have all those elements mixed up in the Council's 
business. He reports back to the Secretary of State. He is master 
in his own house, and his own mission, just as the American ambassa- 
dor toa country. He will have no coordinating, supervisory, or any 

other authority over the ambassador or country teams in the individ- 
ual member countries. 

Mrs. Keiiy. These three, MSA, State Department, and Defense, 
there will be represented in the mission, is that so? You will have 


three from a country reporting to him, is that correct? You just 
said that, didn’t you? 


Mr. Mercuanvr. No. 
Mrs. Ketiy. T 


There is not one person responsible for those missions 
within one country. He is going to have to deal with three separate 
missions, 

Mr. Vorys. Isn’t it correct that this doesn’t do anything about that 
organization, about the country missions? 

Mr. Mercuant. That is right. 

Mr. Vorys. This man is not special representative to Europe for 
MSA, nor will his deputy be that. That is to be disposed of otherwise, 
by direct report back here. There will be no European report of 
MAAG’s; am.I right on that? 

Mr. Mercuant. That is right, except as they report to MADEU- 
COM on General Handy’s staff. 

Mrs. Ketty. How many deputies does he have? 

Mr. Vorys. He has three, I believe. He doesn’t have any deputy, 
himself. 

Mr. Mercuant. Yes, he will have a deputy from the State Depart- 
ment, who will be his alternate on the Council, in addition to the prin- 
Re representatives of Treasury, Defense, and MSA. 

Mr. Vorys. Isn’t this Treasury deputy sort of a new one? 

Mr. Mercuant. That is, Mr. Vorys. 

Mr. Vorys. What would he do? 

Mr. Mercuanrt. I would not assume the Treasury’s interest would 
be particularly extensive. 

(Discussion off the record.) 
Mr. Vorys. Are there other questions ? 
Mr. Bentiey. No, except I would like to see a chart on this. 
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Mr. Mercuan’. I think, Mrs. Kelly, maybe in answer to your earlier 
question, Mr, Bentley’s analogy of Ambassador Lodge and the U. N. 
is the most useful, because Ambassador Lodge may have a problem 
where he wants to get a certain country to vote for a particular reso- 
lution. Ambassador Lodge does not, in that. situation, telegraph to 
our Ambassador in that country, but goes back to the State Depart- 
ment and asks them to instruct our Ambassador there to do some- 
thing. Similarly, the Ambassador here on the North Atlantic Coun- 
cil, if for instance, there is something he thinks could be done by the 
Norwegian representative on the Council, he doesn’t go to our repre- 
sentative at Oslo, but goes back to Washington to instruct the Am- 
bassador in Oslo to take up such a matter with the Norwegian Govern- 
ment. 

Mrs. Ketiy. When you make up the chart, will you put on the names 
of the people holding the positions? Have we ever had a permanent 
representative on OEEC before ? 

Mr. Mercuant. The senior representative of the ECA has been 
working in that capacity. 

Mr. Vorys. Averell Harriman was SRE, wasn’t he? 

Mr. Mercuant. Yes, OSR. 

Mr. Vorys. Doesn’t OEEC have meetings twice a week, or some- 
thing like that? 

Mr. Mercuant. The Ministerial Council meets only 4 times a year, 
but their deputies meet, I think, on the average of either once every 
week or once every 2 weeks. They call it the Council. It is a coun- 
cil on a nonministerial level. The man who is intended to sit at 
those meetings would be the chap appointed by Governor Stassen on 
the Ambassador’s staff. 

Mr. Vorys. We are always somewhat confused when we start to 
study the NATO organization. That being an international organi- 
zation, it would not be subject to unilateral change. I presume we 
would have to have somebody around there who would wear that hat. 

Mr. Mercuant. Yes, sir. 

Mr. Vorys. Draper has been that ever since Lisbon, has he? 

Mr. Mercuant. Ever since the actual abolishment of the Council 
of Deputies, as a result of Lisbon. The Council of Deputies abolished 
themselves the first week of April last year. Then there was the first 
meeting of the Permanent Council in Paris late in April. Prior to 
the first meeting of the Permanent Council, Ambassador Draper re- 
ceived a letter of designation from the President to serve as permanent 
representative. 

Mr. Vorys. Could you tell us what the Permanent Council does? 
We know the deputies never did anything very useful. What does 
the Permanent Council do? 

Mr. Mercuant. They cover the whole range, sir—starting with the 
more practical—with reviewing and approving the budget, not only 
of the NATO international headquarters, but the military head- 
quarters, multinational headquarters, and so forth. 

They handle and act on, subject only to the final approval of the 
ministers, the annual review and are responsible for its general con- 
duct. That, as you know, is the combined military, economic, and 
political exercise which is conducted each year with the purpose of 
arriving at the firm force goals for next year and the planning and 
provisional targets for the year thereafter. 
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That is a matter which last year occupied the Council for a period 
of 11 months. It was repeatedly and constantly on the agenda of 
the Council. They have an additional host of activities on which 
they are the top-level body, but where most of the work is done 
through task forces or committees, ranging from planning, for ex- 
ample, for civil defense in event of war throughout the countries, to 
other matters. 

As you know, some of the European countries are very far behind 
the British, and also ourselves, in civil-defense planning. There has 
been a good deal of work on exchanging information stimulating those 
who are behind. There is the planning board on ocean shipping 
which is laying emergency plans, in event of war, for the use of mer- 
chant shipping resources. It is the same on petroleum planning. 
There is one on wartime commodity planning, particularly the bulk 
commodity which can create such a problem from the point of view of 
shipping. There is work being done constantly on public information 
in the sense of directing that section of the international staff and 
contributing ideas designed to make available to the member countries 
information, statistics, and so forth, that can be sent back to the mem- 
ber countries for use within their countries. 

The Permanent Council, in the last 6 months, was heavily and di- 
rectly involved in the 3-year planning for infrastructure, which had 
in the past to be done on a sort of ad hoc basis at the Ministerial Coun- 
cil meetings. There were a variety of other fields that they were 
active in. 

But, on top of that, there is what I think is probably the most im- 
portant single activity, and one which I hope is going to increase, 
that of providing, through the Council, a forum for political discus- 
sion in an effort to achieve greater unity in the field of foreign policy 
from our point of view, for us to achieve a better understanding by 
our partners of our foreign-policy objectives and purposes, not limited 
exclusively to the European theater, ranging over really the problems 
throughout the world. 

It is a forum in which, in secret session, there can be very free, 
frank, helpful, and constructive discussion of the major political 
problems facing the free world. 

Mr. Vorys. Would you say it has been constructive in the past since 
its creation ? 

Mr. Mercuant. I definitely would. It has made a contribution. 

Mrs. Keiiy. Tell me, Mr. Chairman, if I could find out at this time 
who is the Deputy of Defense reporting to Mr. Draper? 

Mr. Mercuant. General Finlay, Luke Finlay. 

Mrs. Ketty. Who is the MSA /% 

Mr. Mercnant. Paul Porter was until January or February, and 
Bill Batt is there now. 

Mrs. Ketiy. The new Treasury man ? 

Mr. Mercuant. He hasn’t been named. I was deputy under Bill 
Draper for political affairs and his alternate on the Council, 

Mr. Vorys. How much of an organization does Dave Bruce have 
at the present time ? 

Mr. Mercnanr. I don’t know exactly. When I left, Mr. Vorys, 
he had a contributed staff which was provided partly by SRE and 
partly by the Embassy, composed of those people in our Embassy in 
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Paris, and the SRE, who had been working up to that time on the 
Schumann plan and EDC. 

Mr. Vorys. You say this man is not to displace Bruce, and Bruce 
is not to displace him. Bruce is doing something of a multilateral 
job there as an observer. He has an operational function ; isn’t that 
correct { 

Mr. Mercuant. Yes. 

Mr. Vorys. It has }een my observation, not having followed it 
closely, that the Council of Ministers is more or less of a team of 
observers. Is it presumed that Bruce or his post would be a some- 
what permanent one / 

Mr. Mercuant. The decision on his appointment was made before 
1 got back, so I haven’t firsthand knowledge of it. My impression 
was that the underlying reason for it was, first, in light of our very 
great interest in the early achievement of the EDC, the coming into 
force of the EDC treaty, and in light of David Bruce’s unique posi- 
tion, experience, and influence on the other side of the ocean, that it 
was felt that probably the greatest practical contribution he could 
make to a speeding up of that process, ratification, would be to have 
Mr. Bruce spending full time on it. 

There was, I believe, the further thought that if: the EPC, the 
European political community, actually developed into a treaty and 
came into force, and provided an umbrella for both the Schuman 
plan and for the European defense community, that you would then, 
at that point, have a new sovereign organism; in other words, it 
would be different from a multilateral council such as NATO; it 
would more closely resemble a country, and would require diplomatic 
representation directly comparable to diplomatic representation to 
a particular country, a sovereign entity. I think it was a combina- 
tion of employing Mr. Bruce’s great assets in the months ahead in 
relation to the EDC, and looking to the pussibibility of a develop- 
ment of a new sovereign organism. 

Mr. Vorys. His function is multilateral, that is, while he is an 
observer to an organization to which we do not belong, yet I would 
think the Schuman plan operation would have an awful lot of rela- 
tions with NATO, and particularly with OEEC. Has it been thought 
it would be better to have two people doing it ? 

Mr. Mercuant. Yes, at this time, Mr. Chairman, when there is so 
much concentration on our part in connection with EDC. I can’t say 
what Secretary Dulles’ feeling might be when EDC goes into effect. 
He might feel that the feabonallttiiy most logically could be trans- 
ferred to this Ambassador we are talking about. I don’t know what 
his thought on that would be. 

Mrs. Bouron. Could I ask a question at this point? What is Bruce’s 
relation to Dillon? 

Mr. Mercnant. There is, obviously, no command relationship. If 
I were describing him, I would say he was a guest in Ambassador 
Dillon’s domain. 

Mrs. Keiitxy. Ambassador Dillon is new at the job. The French are 
devoted to Mr. Bruce. I think this appointment, as far as that possi- 
bility in the future is concerned, is excellent. To have a man who has 
no organizational relationship would be very embarrassing for Mr. 


Dillon. 
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Mr. Mercnant. Of course, Mr. Bruce’s responsibility is not ex- 
clusively in Paris. The EDC Interim Commission 1s sitting there. 
He is going to the other capitals. He is up in Luxembourg a lot, 
where the seat of the Schuman plan high authority is, and in Stras- 
bourg, where the Assembly is. 

If I were speaking frankly, I would say it-is the sort of relationship 
that could work out badly if you have the wrong personalities, but 
produces no difficulties if you have the right personalities, as I think 
you have now. It would be much more logic al if the seat of the EDC 
were in a city like Geneva, Lake Como, or something like that. I 
think there is a good chance, if the EPC comes into being, that the 
seat of all three of those communities of the six countries might well 
go elsewhere. ‘There has been some talk of that. 

Mrs. Botron. What reports are made to Washington, or could be 
made to Washington, of possible embarrassment to the Ambassador, 
Ambassador Dillon, and what track can be kept of the actual working 
business ? 

Mr. Mercnanr. Mr. Bruce has been Ambassador to France and is 
aware of the difficulties. He reports through a special cable service, 
which is sent through the Embassy. He has been extremely careful, in 
all his important conferences with, say, René Mayer to keep Ambassa- 
dor Dillion informed. When he goes to Bonn to see Mr. Adenauer, and 
so on, he is aware of the situation. All his messages back and forth 
are seen by the Ambassador. So, he is completely aware of everything 
that Mr. Bruce is doing. 

Mr. Vorys. We want to thank you for coming. I find it is 10:30. 
We appreciate your statement. 

Mrs. Ketty. This isn’t the beginning of the Federation of Europe, 
is it? 

Mr. Mercuant. No, I was speaking of the EDC and related com- 
munities. ' 

Mrs. Ketiy. There is no chance of that ? 

Mr. Mercuanr. No, this is the six-country movement. 

Mrs. Ketiy. That came into being under Bruce—— 

Mr. Vorys. If there is any such plan afoot, it would be Bruce who 
would be the contact man. 

Mrs. Kextiy. This man would be the representative, and all his 
powers would be tied into it. Who was the English representative 
on this? 

Mr. Mercuant. Sir Frederick Hoyer-Miller, who was Minister here 
in 1947, 1948, and 1949. 

Mr. Vorys. Mr. Tomlinson is working with Mr. Bruce on the Schu- 
man plan. Would he fit into this, or would you know? 

Mr. Mercuant. I do not know. The Treasury hasn’t decided who 
they will appoint. Tommy is working almost full time with Dave 
Bruce now. 

Mr. Vorys. If there is nothing further, we thank you very much, 
It is 10:30. 

(Whereupon, at 10: 30 a. m., the subcommittee adjourned. ) 
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TUESDAY, MAY 26, 1953 


Houser or RepresENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D. C. 

‘The committee met in executive session pursuant to call in room 
G-3, United States Capitol, at 10: 40 a. m., Hon. Robert B. Chipertield 
(chairman) presiding. 

Chairman Cuiperrretp. The committee will come to order. 

Mr. Wood, you have witnesses here. You may proceed in any order 
that you wish. 


STATEMENT OF HON. C. TYLER WOOD, DEPUTY TO THE DIRECTOR 
FOR MUTUAL SECURITY 


Mr. Woop. Having covered in our preceding session, Mr. Chairman, 
our proposals for military end-item assistance and defense financ- 
ing in the United Kingdom and France, it is our suggestion that we 


go on now to Italy. General Stewart would present the military 
end-item and training program in Italy, to be followed by Dr. Fitz- 
Gerald who would deal with defense support and defense financing 
for Italy. 

Then, depending upon the wishes of the committee, we can go on 
with other countries, or use what we have presented as examples for 
Europe and proceed to the next area. 

Mrs. Keuuy. Prior to going into this, Mr. Chairman, could I make 
a request of the committee at this time ¢ 

Chairman Currerrrecp. You may. 

Mrs. Ketiy. That if we have not received the status and the ques- 
tions that Mr. Fulton asked with regard to offshore procurement, it 
be secured by this committee as quickly as possible because I read this 
yast weekend of contracts of offshore procurement of $5 million to 
Vugestedia and to several other countries and I would like a verifica- 
tion of those contracts for the record. 

Chairman Currrrrierp. Mrs. Kelly, you will be glad to know that 
the counselor to Yugoslavia wants to talk to me at 11: 15. 

Mrs. Ketriy. I have heard of several other contracts that have 
already been given out, offshore procurement contracts, and I have 
also learned the subcontractor and it was the understanding of this 
committee that we could not find out the subcontractor. 

Chairman Currerrievp. Will you try to furnish that information 
for the committee ? 

Mr. Woop. We are working on all those questions, and the answers 
to them will be put into the record, Mrs. Kelly. 

73 
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Mrs. Kexiy. Could we have them prior to the release of these hear- 
ings and before we take action on this bill ? 

Mr. Woop. Certainly. They will go into the record of these hear- 
ings at the point where the question was asked. If you are interested, 
an additional copy can be made available to you directly. 

Mrs. Keuuy. I think several members of the committee requested 
that. I think we would like to study them before we take action on 
this program. 

Mr. Woop. Our usual course, Mrs. Kelly, is to insert in the record 
at the point where the question was asked, the paper which gives the 
answer. 

Now, at that time when we do so, we could call attention to the 
fact and ask that you be notified, if you like. 

Would that be satisfactory ? 

Mrs. Ketry. I think all the questions asked by the committee should 
be answered prior to the study of the bill. 

Mrs. Bouton. May I, too, say that we have been all too accustomed 
to having answers to our questions so delayed that they are of prac- 
tically no use in our study of the bill. 

I understand Mrs. Kelly’s point so well because there were ques- 
tions asked the other day by Mrs. Church in which we were all deeply 
interested. If we wait until the hearings are printed which is usually 
on the morning the bill goes on the floor; such delay is perfectly 
stupid and gets us no place. 

Mr. Woop. I raised that point, Mrs. Bolton, for the purpose of 
finding out whether there is some other method that would be more 
satisfactory to the committee. 

Mrs. Botton. Perhaps the clerk of the committee will find ways. 
We never know whether our questions are answered or not. Then, 
we come onto the floor and find the things we have been trying to 
find out that were supposed to be there, are not there. Then iar 
are we? We then face the ridicule on the floor. 

Mr. Woop. Why don’t Mr. Crawford and I see what better system 
can be arranged ? 

Mr. Crawrorp. Mrs. Bolton, anticipating that, I have instructed 
the staff assistant who is editing the hearings to give me copies of 
these inserts as fast as they come in and I have a few here which I 
will bring personally to the attention of the members who ask for 
them as they come in. 

Mrs. Bouton. That is excellent. 

Mr. Woop. I think that is a very good plan. 

Mrs. Bouton. We have thought that for years. 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, DIRECTOR, 
OFFICE OF MILITARY ASSISTANCE, OFFICE OF THE SECRETARY 
OF DEFENSE 


General Stewart. Mr. Chairman and ladies and gentlemen, I refer 
to charts 18 and 19, which have been provided to each member of 
the committee. 

I refer to chart 19, first. This shows what we have shipped, the 
value of what we have shipped out of programs already approved 
and funded. 

(Discussion off the record.) 
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General Stewart. The next section of the chart, this middle sec- 
tion, shows the same information in terms of certain major items. 
The first column shows what we have shipped out of approved pro- 
grams and what remains to be shipped out of programs approved 
for fiscal years 1950 through 1953. 

The last part, the last column of the center part of the chart shows 
what we propose to include in the fiscal year 1954 program, using 
the same items we used to show what has been shipped and remains 
to be shipped. 

The lower part of the chart shows the number of spaces allocated 
to the MAAGS for training. 

We have here the nitienbad of training courses completed by in- 
dividuals as of the 31st of March, and the proposed training spaces 
that we have for fiscal year 1954. 

In chart 18, we show the forces conceriied. Answering the com- 
mittee’s questions posed in the memorandum to us, we have NATO 
force commitments in being as of December 1952. 

(Discussion off the record.) 

Mr. Morano. They are in addition to the naval aircraft? 

General Stewart. Yes, sir. 

Mr. Morano. Any jets? 

General Stewart. Yes, sir; these are jets. 

Mr. Morano. Those will be British Navy or French Navy? 

General Stewart. I would like to call on the Air Force. 

(Discussion off the record.) 

Mr. Morano. How about the training of pilots program, is that 
proceeding as rapidly as you want it to? 

Mr. Woop. Is the training of pilots program proceeding as rapidly 
as we would wish? I presume also, under those circumstances, you 
want to know if the pilots will be available when the aircraft are 
ready. 

Mr. Morano. Yes. 

General Stewart. May I ask the Air Force that question ? 


STATEMENT OF LT. COL. DANIEL D. DUFF, OFFICE OF ASSISTANT 
FOR MUTUAL SECURITY, UNITED STATES AIR FORCE 


Colonel Durr. We are not training too many Italians in the United 
States. The Italians are training their own pilots and along with the 
ones they have on hand they are doing very well. We have no pilot 
problems in Italy. 

Mr. Morano. They will be able to fly the type of plane they are 
going to be provided with that is in manufacture. 

Colonel Durr. Yes, sir. 

Mr. Morano. How many are we training in the United States, do 
you know? 

Colonel Durr. For the Italians I do not know, sir, but very few. 
Italian airmen being trained in the United States are generally spe- 
cialists, other than pilots. They have a going pilot training program 
in Italy. 

(Discussion off the record.) 

General Stewart. That completes the presentation of the Italian 
military program. 
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Mr. Woop. If there are no questions, Mr, Chairman, I should like 
to ask Dr. FitzGerald to fill in that part of the Italian presentation 
which relates to the economic situation and defense support. 


STATEMENT OF HON. D. A. FITZGERALD, DEPUTY TO THE 
DIRECTOR FOR MUTUAL SECURITY 


Mr. FirzGeratp. Turning first of all, Mr. Chairman, to the ques- 
tion of use of funds made available to Italy to date, I call your atten- 
tion to the chart that is entitled “Mutual Security Program, Summary 
Data for Selected Countries.” 

(Two classified charts were referred to entitled “Italy—Defense 
Expenditure” and “Italy.”) 

Mr. FrrzGreratp. Cumulative shipments through March 31, 1953, 
amounted to $1,437,600,000. There are left to be. shipped from ecur- 
rently available funds, $172.1 million excluding a proposed carryover 
of $37.5 million for aircraft production. 

The same table shows a brief summary breakdown of the more 
important commodities that have been shipped against this program 
up through March 31, 1953. 

The principal commodities in orders were cotton, machinery and 
vehicles, bread grains, petroleum products and coal. 

The two charts on the stands indicate the status of the Italian de- 
fense program. Defense expenditures and defense production, This 
chart shows, on the right hand side, the major materiel program in 
Italy, which started at a minimum level of $35 million per year in 
1950, and is now at a rate of $130 million to $135 million. The com- 
ponents of that major materiel expenditures are shown in this chart, 
ammunition, ships, electronic and other communicating equipment, 
and noncombat vehicles. 

Italian defense expenditures of which major material is a com- 
ponent are shown on the left-hand side of the chart. 

In fiseal year 1953 and 1954 expenditures will reach a level of 
slightly under $1 billion a year. 

The committee will notice that particularly in the case of Italy 
expenditures are primarily fer personnel and operations. The major 
materiel is a relatively small proportion of the total. “Construction 
and other,” costs are also relatively small. 

Italy is one of the countries where our contribution is primarily 
in the form of the end-items which General Stewart mentioned, 
The Italian contribution is in terms of personnel and the mainte- 
nance of personnel from their own resources and the supply to that 
personnel of the so-called soft goods. 

As the committee knows well, the population of 47 million in- 
cludes 1144 million unemployed and as many as another 114 million 
underemployed. 

There has been substantial improvement in economic conditions 
in Italy in the last 5 years. Industrial production in that country 
is now running around 145 percent of prewar, and agricultural pro- 
duction around 115 percent of prewar. 

Per capita GNP, however, is the second lowest of the NATO 
countries with the exception of Greece and Turkey. Its ability to 
support a heavier military program than now envisaged by that 
country would be very doubtful. 
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The central government finances are shown in the right-hand side 
of the chart. 

Total government expenditures have increased over the 5-year 
period, Defense expenditures have increased as shown both on this 
chart and the previous one. 

Expenditures have substantially exceeded receipts in every one of 
the 5 years of record here, even after including the value of the 
counterpart which is shown in the red top of the bars to the right. 

The central government has been running a deficit of 15 or 20 
percent a year throughout this entire period. Its tax receipts are 
relatively high if one takes into account the low per capita income. 
Tax receipts run something in the order of 23 or 24 percent of gross 
national product. In spite of that, relatively large tax collections in, 
the light of their low level of consumer income, expenditures generally 
have exceeded income and the Government has run a deficit which so 
far they have been able to finance largely through noninflationary, 
long-term loans. 

Mr. Carnauan. Are those debts cumulative? 

Mr. FirzGerravp. Each one of these is a deficit in the year shown. 

It will run approximately $500 million in fiscal year 1953 and fiscal 
year 1954 and somewhat smaller deficits in the previous 3 years, taking 
into account counterpart releases. 

The cumulative deficit over these last 5 years will be in the order of 
$2 billion. 

The program for fiscal year 1954 as compared with that in effect in 
fisca] year 1953 is shown in the part of this chart to the left. 

The fiscal 1953 defense financing for Italy amounted to $102 million. 

This in itself represents a substantial reduction from defense financ- 
ing in the previous year; when it amounted to $162.5 million. 

In fiscal year 1953, the funds appropriated were used, obligated for 
commodities shown in the brown bars in this chart, cotton, coal, petro- 
leum, nonferrous metals, and other things including freight. 

In fiscal year 1954, there is programed $57.5 million. There is $20 
million of new obligational authority and $3744 million of carryover 
funds contemplated to be used in connection with the expansion or 
continuation of an aircraft production program in Italy now being 
initiated by the Department of Defense. 

Mrs. Ketiy. That was how much carry-over ? 

Mr. FrrzGrravp. That was $3714 million from funds already avail- 
able to the agency. 

Leaving out the carryover in the aircraft, you will note that assist- 
ance to Italy has declined very rapidly in the last 3 years. 1 will read 
the figures again. 

Fiscal year 1952 it was $162.5 million; fiscal year 1953, $102 million, 
and recommended for fiscal year 1954, exclusive of the carryover, only 
$20 million. 

That $20 million will be used first to prevent any further decline in 
Italian gold and dollar holdings which are estimated to decline some 
$20 million during the current fiscal year, primarily because Italy is 
running a deficit with the rest of the European countries, in the 
European Payments Union. 

That in turn was due primarily to the restrictions which the United 
Kingdom and France put on imports from other European countries 





678 MUTUAL SECURITY ACT EXTENSION 


about 18 months ago at a time when both those countries were running 
themselves very heavy deficits with the rest of the European countries. 

The imposition of the restrictions by those two countries particu- 
larly affected Italy where many of its agricultural products and a 
considerable number of its industrial products are of relatively less 
importance to importing countries and were sharply reduced as a 
result of the restrictions imposed by the United Kingdom and France. 
Both those countries, the United Kingdom principally, has eased its 
import restrictions on other European sources. Germany and the 
Netherlands have also increased their cooperation so we are hopeful 
in the coming year Italy will not run as large a deficit with the rest 
of Europe as it has in recent months. 

It will, however, in our opinion run some deficit with the EPU, 
and with dollar sources of supply. The $20 million proposed here 
will tend to fill the gap, will tend to support generally the military 
program of Itay and provide some incentive to further economic 
development in southern,Italy where there is a serious problem of 
communism. 

Chairman Curerrrretp. How many countries were we supposed to 
cover today ? 

Mr. Woop. We had hoped to finish the European area, with the 
exception of Greece and Turkey, this morning. 

As you know, we covered France and the United Kingdom at our 
last session. We have about finished with Italy. There are the 
other countries in this area to cover, but what I had expected to do 
when Dr. FitzGerald finished with Italy was to ask the committee 
whether it wished to have the program for any of these other countries 
discussed or whether it would prefer to have the materials, charts, 
and tables which we have presented put into the record. 

I presume somebody might want to discuss the program in Yugo- 
slavia. Possibly somebody would want to hear a little bit about 
Germany. 

Chairman CutrerrreLp. Off the record. 

(The then following information was not reported. ) 

Chairman Criprerrtetp. We will return at 2:30. 

(Whereupon, at 11:25 a. m., the committee adjourned to reconvene 
at 2:30 p. m., the same day. 


AFTERNOON SESSION 


Chairman CurrerFrreLcp. The committee will come to order. 
Mr. Wood, you may proceed. 


STATEMENT OF HON. C. TYLER WOOD, DEPUTY TO THE DIRECTOR 
FOR MUTUAL SECURITY 


Mr. Woop. Mr. Chairman, Dr. FitzGerald was in the closing stages 
of his presentation of the defense-support program for Italy. Per- 
haps he might finish that and then it would be up to the members of 
the committee to ask questions. 


STATEMENT OF HON. D. A. FITZGERALD, DEPUTY TO THE 
DIRECTOR FOR MUTUAL SECURITY 


Mr. FrrzGeravp. Mr. Chairman, if I might I would like to make 
one further comment on the Italian program which may be of interest 
to the committee and that is to point out the relation between the 
proposed end-item program which General Stewart pointed out to 
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you earlier this morning, with the expenditures and expenses which 
Italy itself is undertaking in our mutual interest. Its defense ex- 
penditures for all purposes during the current fiscal year are esti- 
mated at $962 million with next year’s estimate slightly higher. The 
Italian economy is relatively thin. Its per capita gross national 
product is one of the lowest in Europe and it is contributing from 
its own resources for estimated fiscal year 1954, about 234 times the 
value of the end items which this program proposes for that country 
for the next fiscal year. 

Mr. Woop. There is some of the counterpart assistance in those 
figures. 

Mr. FrrzGrraup. We indicated earlier what that amounts to. In 
the counterpart, that is shown in the red figures here. If you accredit 
all defense support to defense expenditures it still leaves for defense 
expenditures some $960 million contributed by the Italian economy. 

lieieta there are some questions that is all I have. 

Mr. Vorys. You have $170 million to be shipped after March 31, 
1953. I presume most of it will be shipped in fiscal year 1954. In 
addition to that you have $57 million. 

I wonder what your comment would be on the evaluation team which 
said, with reference to Italy, “Defense support should be terminated 
with the completion of the $40 million of grant remaining to be al- 
located for fiscal year 1953. The MSA program for fiscal year 1954 
should not be adopted.” 

Mr. FrrzGerratp. Mr. Vorys, that specifie question was discussed 
with the team on May 7 when they all returned for a conference with 
Governor Stassen on that date. The question of whether to provide 


any assistance in fiscal year 1954 other than military end items, or 
not to do so as recommended by the evaluation team was specifically 
considered. Mr. Stassen pointed out that our aid in Italy had been 
dropping aor but that the administration in consideration of the 


difficult financial position which the Italian Government was facing 
and its loss through EPU, which was not fully apparent at the time 
the evaluation team was in Italy, suggested that a small final economic 
or defense support aid for fiscal year 1954 would be appropriated. 

The evaluation team on May 7 agreed that that was not an unreason- 
able proposal and were satisfied with the compromise. The earlier 
figure that we had in for Italy was substantially larger than this 
$20 million. 

Mr. Vorys. It is not $20 million. It is the balance of $170 million. 
I do not understand the special aircraft program—is that offshore 
procurement, or what ? 

Mr, FrrzGrrawp. The special aircraft program is now contemplated 
as the second stage in the development of an aircraft industry in 
Italy for the production of American-type airplanes. 

We had anticipated having that program under way in fiscal year 
1953 and this would be necessary to continue the program through its 
second phase. 

It now appears likely that the negotiations for the second phase of 
that program which can be discussed by a representative of the De- 
fense Department if you wish to have the details, will not get under 
way until the next fiscal year and these funds as proposed will be 
carried over. They will not be obligated at June 30 this year. Weare 
recommending to the committee for its consideration that they be 
specifically carried over for the purpose of continuing this aircraft pro- 
duction program in Italy in fiscal year 1954. 
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Mr. Woop. Mr. Vorys, I might add to that, if I may. At the time 
the evaluation team was in Italy I think it was expected that this 
$37.5 million would be obligated in fiscal year 1953. Therefore, when 
they were talking about fiscal year 1954 they did not have this item 
specifically in mind. Secondly, I believe it is also true that their rec- 
ommendation did not contemplate that the $170.6 million, which was 
already obligated and in the pipeline, should be cut off. I think that 
is what you had in mind. 

Mr. Vorys. I was not talking about what I had in mind. I was 
wondering what they had in mind and what you had in mind about it. 

That is they say, “Should be terminated with the completion of the 
$40 million of grant aid remaining to be allocated for fiscal year 1953,” 
and I do not know what that is. 

Mr. Morano. Where do you find that? 

Mr. Vorys. Page 1 of the Italian evaluation sheet. 

Mr. FrrzGrravp. I am sure I understand what the evaluation team 
meant, Mr. Vorys. 

At the time that the evaluation team was in Italy, which was in 
February, the current fiscal year 1953 program which finally was 
set at $102 million was at the time firm only for about 60 million. 
There was still another $40 million that was in discussion between our 
representatives in Rome and the Italians. 

This is obligations, sir, and not shipments. The evaluation team’s 
recommendation was that obligations to be made available—funds 
to be made available to Italy in fiscal year 1954, the additional $40 
million that were under discussion at the time the team was in Rome, 
should not include any new funds in fiscal 1954. 

The recommendation that we have before you for consideration is 
the small additional phase-out program of $20 million new funds, 
plus a $37.7 million figure specifically earmarked as a carryover for 
the aircraft production. 

The figures on the table that you are looking at, sir, of course, are 
obligations, or are to be obligated—shipped or to be shipped—and 
do not tie in directly with the $40 million the evaluation team men- 
tioned although we can give you the relationship between the two 
if you wish. 

Perhaps this chart here may help to clarify it, Mr. Vorys. 

The fiscal year 1953 aid for Italy, as you will see here, is $102 
million. That includes the $40 million, sir, that the evaluation team 
commented specifically on in their report. 

That $102 million was, or will be obligated as indicated in these 
brown bars in this chart: $35 million for cotton, some for coal, for 
petroleum for nonferrous metals, and miscellaneous, including ocean 
freight. 

In addition to these obligations out of fiscal year 1953 funds, most 
of which are in the unshipped column in that table, there is also some 
unshipped quantities from earlier appropriations. 

The sum of all of the unshipped quantities as of March 31 being 
$170 million. 

Mr. Vorys. Looking at the chart you just mentioned, it has in 
there, “Commodities financed: Aircraft, $37.5 million.” 

As I understand. that has not been financed or has not been done; 
is that correct ? 
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Mr. FrrzGrratp. That is correct. For fiscal year 1954, that head- 
ing is technically wrong. It should be, “Financed for 1953,” or “Pro- 
posed to be financed.” 

Mr. Woon. It is financed in a sense that it consists of money that 
the Congress has already in previous appropriations made available. 
Is that not true? 

Mr. FrrzGreraup. That is correct. For the aircraft; but it is not 
correct for the $20 million. 

Mr. Woop. I was speaking of the aircraft. While it was originally 
expected that the $37.5 million would be obligated in this fiscal, it 1s 
now, as things have developed, not likely that it will be. Therefore 
the actual obligation of those funds for this purpose will, we now 
think, take place shortly after the end of this fiscal year. That is 
the reason for our request that the $37.5 million be carried over and 
obligated in the coming fiscal year for the same purpose for which it 
was intended and thought likely to be obligated in fiscal year 1953, 

Mr. Bentiey. Mr. Chairman, I notice here that the evaluation team 
made two specific recommendations in Italy against the financing of 
any aircraft. Am I correct? 

Mr. FirzGeraup. If you say so, sir. I have not read the report 
myself recently. 

Mr. Bentiey. It says: 

Avoid heavy industry, aircraft, and complex electronic purchases 
and it goes on— 


the purchase of aircraft, jet engines and so forth, is not recommended since Italy 
is not fitted to produce or support them. 

Mr. Woop. I think perhaps General Stewart or some of the pro- 
curement people might comment on that. I.know that the military 
people and production experts have very carefully examined this 
question and come to the conclusion that the Italians can, and in fact 
should, get into, first, the assembly, and second, the production of 
various parts of these American aircraft. 

Is that not true? 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, DIRECTOR, 
OFFICE OF MILITARY ASSISTANCE, DEPARTMENT OF DEFENSE 


General Srewarr. That. is correct, sir. It was a matter of study 
for months before they arrived at that particular solution. r 

Mrs. Bouron. Mr. Chairman, may I ask whether there is any way 
of knowing on what basis the evaluation committee built their idea? 

Mr. Bentiey. How do we reconcile these specifie recommendations 
with the announced policy ? 

Mr. Woop. You have here clearly a conflict between the evaluation 
team recommendation and the carefully developed recommendation 
of the Department of Defense. 

Mrs. Bouron. They should get together on it. 

Mr. Woop. I do not feel myself competent to judge as between 
them. 

Is it contemplated having any members of these evaluation teams 
before the committee? 

Chairman Currerrtetp. I have written every member of the evalu- 
ation teams that if he had any statement he wished to make, we would 
be glad to have him come here. If he wants to write us in confidence 
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about any matter or add anything in the way of his own opinions, 
that may be done, ; : 

Mrs. Bouron. Since there is a definite conflict, would it be wise 
to write to the particular chairman of that Italian committee and ask 
him to submit to us the basis of the statement ? 

Mr. Vorys. Did you read this part of the evaluation report : 

Creating new heavy industries that cannot be converted into peacetime or 
commercial production in Italy can raise havoc with the nation’s long-range 
economy since such industries will be useless when present military orders are 
completed. 

Mrs. Botton. What does the military have in reply to that? 

Mr. Woop. We will be glad to bring up the military experts who 
have decided upon this. 

Mrs. Boiron. I think they could answer it more easily if they sat 
down and doped out something and got it to us in brief. 

Mr. Vorys. We have this extraordinarily large aircraft program 
for which General Stewart, I think, said there was no Italian com- 
mitment. 

General Srewart. I showed that we were asking for funds to buy 
aircraft for delivery to Italy, for which Italy as a nation had not yet 
obligated itself to raise squadrons. That was the point I made this 
morning. 

Chairman CutrerrreLD. Mr. Morano—— 

Mr. Morano. Is it not true that all during history—recent history 
I am talking about—that the Italian factories experience showed that 
they were able to produce aircraft and aircraft parts? Perhaps the 
general can answer that question. 

Mr. FrrzGeratp. As a matter of fact, Italian industry has been pro- 
ducing some jet aircraft already. They were producing the Vampire 
which is a British-type jet aircraft which is now obsolete. They are 
good producers. 

Mr. Morano. I would expect that that statement of the evaluating 
team with respect to tanks and heavy equipment of that nature might 
be right but what would your comments be about that ? 

General Srewart. I am sure it would be right in the case of tanks, 
sir. 

Mr. Morano. That is included in the sentence that Mr. Bentley is 
referring to. 

General Stewart. The question of buying aircraft in Italy has been 
under discussion for 9 or 10 months. We have had evaluation teams 
over there and there have been several schemes as to how we could 
produce aircraft in Italy. The proposal now in effect is, as Mr. 
Martin explained, that they should start off with the assembly job of 
the F-86—D, and gradually convert that into a production job. 

I think this evaluation team went over in the last third of all those 
negotiations. 

Mr. Morano. I would agree with the observations made, that some 
member of the evaluation team could come up here to tell us how they 
arrived at their conclusions. 

Chairman CurPerFreLp. We will see what could be done. 

Mr. Morano. I would like to go back to Mr. Vorys’ question. As I 
understand, there is $20 million in this program as proposed for 1954, 
of direct grant aid. 

Mr. FrrzGrrarp. Yes, sir. 
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Mr. Morano. Is there an amount of some kind, either small or large, 
for 1954 for every NATO country proposed in this program ¢ 

Mr. FrrzGrraxp. No, sir. 

Mr. Morano. Which NATO countries do not propose receiving this 
grant aid? 

Mr. FirzGeratp. No defense support is provided for Norway, Den- 
mark, the Netherlands, Belgium, tenn or Iceland this year, of 
the NATO countries. 

Mr. Morano. Are there any countries outside of NATO in Europe 
who are receiving direct aid or whatever you call it. What do you 
call it? 

Mr, FrrzGrraxip. Defense support. 

The only country outside of NATO as such will be Germany, which 
has a small, $15 million program proposed primarily for Berlin 
refugees. 

Mr. Woop. He said any countries outside of NATO. 

Mr. FrrzGeraxp. Austria and Yugoslavia are the other two coun- 
tries in Europe. 

Mr. Morano. How much is Austria? 

Mr. FrrzGeraup. Austria is $20 million, I believe, and Yugoslavia 
is $45 million. 

Mr. Woop. And Spain? 

Mr. FrrzGrraxp. It was concluded that some aid next year, a modest 
quantity in relation to the amount made available this year, is needed 
and it is desirable to taper this off, not drop it from $100 million this 
year to nothing next year, that it could be interpreted in the way he 
suggests. 

Mr. Morano. I am wondering whether the Yugoslavs to whom we 
propose to grant $45 million and then Italy and NATO countries 
adjacent, you do not grant anything. There might be a bad reaction 
to that. 

Mr. FrrzGerrarp. There will certainly be concern on the part of 
many people on the Italian side of the Adriatic if their aid from the 
United States was zero in a year when Yugoslavia was getting $45 
million. 

Mr. Morano. Did you tell what that special aircraft program con 
sisted of? Did you answer that for the record ? 

Mr. Woop. Well, I do not know how exact it is. If we want a 
very exact story we would have to get the military experts. The pro- 
posal calls for first, the assembly and then the production of various 
parts of an American-type aircraft which the Air Force procure- 
ment people, after careful and rather long study, have found that the 
Italians are capable of producing. 

Mr. Morano. If, for Senet you were to produce jet planes at a 
cost of $225,000 each it would still be $75 less than we are paying for 
a jet plane and this would buy X number of planes of that type. 

Mr. Woop. This is for some of the preproduction expenses. This 
is not offshore procurement. It was planned to provide this assist- 
ance through the Mutual Security Agency rather than through the 
Defense Department. That is why Dr, FitzGerald, rather than Gen- 
eral Stewart, is describing it. 

There is some tooling, I believe, some training, some engineering. 

Mr. Morano. Does it contribute to our defense in the opinion of 
the people who proposed this? 


83064—53——44 
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Mr. Woop. There is no question about it. In fact, I happen to 
know that the experts in the Defense Department are very enthusi- 
astic about the contribution to the common defense which will be 
made by the expenditure of this amount of money as proposed. 

(Discussion off the record.) 

General Srewarr. We are trying to get the manufacture of the 
proper type of aircraft started in Italy. 

Mr. Morano. In other words, while this item appears in the “De- 
fense support” column 

General Srewarr. It also appears in some of our offshore pro- 
curement. 

Mr. Morano. It is more of a contribution to our national defense 
than the $20 million would be. 

Chairman CurpeerFrevp. Mrs. Kelly 

Mrs. Keiity. The evaluation team, in their report said that the 
United States Government should not meddle with the internal work- 
ings of other Governments. In the Italian situation they say, “Our 
attitude should be stiffened,” and that we should correct basic economic 
weaknesses. It goes on to state that the Government owns nearly half 
the industry and there is no evidence of any trend away from govern- 
ment ownership. 

I would like to have the members of the evaluation team in Italy 
clarify this statement. 

Chairman CurrrerFrreLp. If there are no more question, shall we 
proceed ¢ 

Mr. Woop. Mr. Chairman, there are, as you will note, a considerable 
number of other countries in this area which we have not covered. 
1 would like to ask you and the committee your wishes in this matter. 
Do you think the European countries which we have covered in detail 
are sufficient for your purposes, provided that we put into the record 
the statistics on, and a brief statement about the programs, in each of 
the other countries, or are there some of these other countries—for 
example, Yugoslavia—which you would like General Stewart and 
Dr. FitzGerald to cover briefly in the same way they have done in the 
case of France, the United Kingdom, and Italy. 

Chairman Currerrre.p. Is there any member of the committee who 
wants to make a statement ? 

Mr. Vorys. You have gone through Britain ? 

Mr. Woop. We went through Britain and France and as you know 
we have just completed Italy. There still remain, in this group of 
countries which we are now discussing, Austria, Belgium, Denmark, 
Germany, Iceland, Luxembourg, the Netherlands, Norway, Portugal, 
Spain, and Yugoslavia. 

Chairman Curerrrrecp. Would you put in the record statements 
concerning those countries. 

Mr. Woop. We would be glad to do that or we would be glad to 
answer any questions. 

Mrs. Keiiy. Mr. Chairman, I do not want to take up the time of the 
committee but if I could go over the situation in Yugoslavia very 
fully with someone, I would be glad to do so. I can do this prior to 
the meeting of the committee in the morning or make any other 
arrangement. 
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(The statements referred to are as follows:) 


AUSTRIA 


INTRODUCTION : GENERAL PURPOSE OF AID TO AUSTRIA 


The presence of occupation troops on Austrian soil and the terms of the occupa- 
tion statute do not permit Austria to undertake defense preparations. HKco- 
nomic assistance to Austria is essential, however, to the maintenance of a stable 
Austrian economy, since Austria is not yet capable of maintaining such stability 
without foreign assistance. 

Postwar problems 

With the end of World War II, Austria was given its independence and again 
faced the problem which has plagued it during the interwar period—compounded 
by the demands of Russian occupation authorities and the unhappy results of its 
union with Germany. These included: 

1. The confiscation by the U. S. S. R. of 350 enterprises including the valuable 
oil lands, under the pretext that these assets were German property. 

2. The drain of Austrian resources by the Soviet vccupation authorities through 
unrequited exports made by the confiscated enterprises. 

3. The loss of productive capacity as a result of heavy war damage. 

4. The decrease of East-West trade, upon which Austria was traditionally 
dependent. 

5. A serious inflationary potential stemming from an excessive money supply 
and a scarcity of goods. 

6. A distortion of internal/external price relationships. 

The MSA program for Austria has been based on the assumption that Austria 
can be developed into a self-supporting economy capable of sustaining with its 
own resources a standard of living consistent with political stability. The in- 
crease in production achieved thus far indicates that from the resources point of 
view this assumption is justified. A completely healthy economy, however, remains 
to be established. 


Financial stability 


During 1952 Austria has in large measure overcome the prolonged inflation and 
reestablished financial stability. Total purchasing power continued to rise until 
June 1952 when both of the coalition political parties finally united in a program 
to combat inflation. This program, which was strongly supported by MSA, 
included an increase in the bank rediscount rate, a quantitative credit ceiling, and 
a campaign for voluntary selective credit limitations by the bank designed to 
liquidate excess inventories. As a result of this policy combined with favorable 
movements in world price levels, the expansion of purchasing power during the 
second half of 1952 was contained, with money supply expanding by 7 percent, 
and total credit volume by only 1 percent. At the same time savings deposits 
increased by one-third. 


Production and employment 


Concurrently with the establishment of financial stability, Austria suffered a 
slowdown in industrial production and an increase in unemployment. During 
1952 total industrial production barely exceeded the levels of 1951. Production 
actually declined in the case of consumer goods industries, light manufactures, 
and the staple Austrian export items of textiles and pulp and paper. Conversely 
production of durables, particularly heavy machinery, registered creditable in- 
creases, This general slowdown in production can be attributed to a downward 
adjustment of inventory levels in response to stabilization and to the worldwide 
slump in textiles and soft goods generally. Agricultural production improved 
markedly during 1952, reaching about the level of prewar. 

Compared to the prewar period when Austria suffered from unemployment 
levels often running as high as 25 percent of the labor force, the postwar years 
have been a period of high employment, with unemployment levels running about 
4 percent. However, in the summer of 1952 the level of unemployment failed to 
decline at the normal seasonal rate and has since remained at a fairly high level, 
reaching a postwar monthly high point of 291,000 in January 1953, almost 9 
percent of the total labor force and 14 percent of the wage and salary earning 
labor force. 

Thus the primary problem for the Austrian economy during the next few 
years will be to maintain its hard-won financial stability while at the same time 





686 MUTUAL SECURITY ACT EXTENSION 


insuring an expansion of production, and preventing serious levels of unem 
ployment. 
Investment 

Since the war an extremely high rate of investment has been maintained in 
Austria, of which nearly half has come from counterpart funds. Not only has 
the reconstruction of Austria’s physical plant been accomplished, but stock levels 
have been rebuilt. The rate of investment is now undergoing a slight decline as 
the availability of counterpart funds for new projects decreases, and as a result 
of postinflation destocking. 

Since the war no capital market has existed in Austria to meet the growing 
demand for short and medium term capital. However, with the elimination 
of serious inflation, and the rapid growth of private savings, it is expected that 
some steps will be taken in this direction. 

With the increased unemployment rate there has been increasing pressure 
for higher rates of government investment. Unless Austria can effectively stimu- 
late a higher rate of private investment it may be impossible to avoid further 
budgetary investments with likely inflationary effects. One result of the in 
creased pressure for government investment has been the recent loan of 36 mil- 
lion francs ($8.4 million) from Switzerland. 


Trade and payments 

Beginning in July 1952 Austria’s international payments position improved 
radically. The most striking evidence of this improvement is in the successive 
monthly surpluses which Austria accumulated in the fall of 1952 with the Euro 
pean Payments Union (EPU). In spite of deficits during the spring of 1953, 
Austria will have a large net surplus with the EPU for the current fiscal year 
Apparent in the shift with the EPU has been a surplus of receipts over known 
trade and invisible items. This is the reverse of the trend observed during 1951 
and refiects increased confidence in the Austrian currency. 

The overall improvement in Austria’s trade was due to a sharp decline in the 
rate of imports while exports, particularly of semifinished iron and steel products 
and heavy machinery continued steadily to increase. However, the very fact 
that imports were sharply curbed means that the improvement may only be tem 
porary. If Austria is to maintain or expand its rates of consumption and 
production, an increase in the level of imports must certainly occur although 
not to the inflation stimulated levels of 1951. 

The prices on Austrian export goods have been notoriously high as a result 
of the inflationary internal cost-price structure. Stabilization has arrested 
this upward trend and has brought some lower prices; devaluation of the Aus 
trian schilling provides Austrian exporters with a further opportunity of be- 
coming more competitive. Along with the increase in commodity exports, the rate 
of invisible exports has also shown marked improvement. This is due to a boom 
ing tourist industry: 1952 showed record earnings and advance indications in 
1953 indicate continued expansion. 


Devaluation 


On May 1, 1953, the Austrian Government announced unification of the schilling 
exchange rate. Previously Austria had operated under a dual rate system, 21.36 
schillings to the dollar for normal commercial transactions, and 26 schillings to 
the dollar for premium transactions, tourism, and capital operations. In addi- 
tion, a substantial part of Austrian trade was conducted under barter arrange- 
ments with implicit exchange rates higher than the commercial rate. Under 
the new arrangement, 26 schillings to the dollar becomes the official rate for all 
transactions and it is expected that all forms of multiple-rate transactions will 
be eliminated. The principal beneficial effect of the unification of the schilling 
rate will be the reduction of Austrian export prices, which should particularly 
stimulate exports of finished goods. 


Austria’s position in East-West trade 


One of the more difficult problems which Austria has had to face has been 
the reorientation of her traditional trading pattern with Eastern Europe. Before 
the war about 40 percent of Austria’s imports came from Eastern Europe com- 
pared to about 15 percent at present. Before the war about 35 percent of 
Austria's exports went to Eastern Europe compared to about 18 percent at present. 
Formerly these areas provided Austria with two critical imports, grains and 
coal, in return for Austrian exports of textiles and consumer goods. But the 
Eastern countries now refuse to buy these items in quantity and demand instead 
heavy machinery. Likewise, they demand high prices for grains and coal, which 
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now are obtainable only after protracted trade-agreement negotiations. The 
result has been that more imports now come from the West and particularly from 
the dollar area. 

While this reorientation has taken place, it has been a difficult one. At the 
same time the Austrian Government has cooperated wholeheartedly with the 
Western effort to limit the export of strategic goods to the Saviet bloc. The 
United States has made efforts to assist the Austrians to find alternative mar- 
kets for their goods in the West, and the devaluation of the schilling will 
doubtless give further impetus to the shift. It is important to realize in this 
connection that under the pressure of higher rates of unemployment, and con- 
stant Communist propaganda, it will be difficult for any Austrian Government 
to continue to follow desirable policies with respect to East-West trade unless 
strenuous efforts are made by the friends of Austria in the West to find better 
markets in the West. 

Since the beginning of the aid program, Austria has received the following 
allotments of direct aid: 

Million Million 
Fiscal year 1949 
Fiscal year 1950 166. 5 | Fiscal year 1953._._.....__-.-- 
PUR FORE Beebe mecandan- 100 


Aid programed for fiscal 1954 is to be used to finance essential imports from 
the dollar area, principally grains, cotton, various metals, and small amounts of 
specialized industrial machinery. 

The need for this aid arises from the fact that Austria must either trade 
strategic commodities to the Bast, a policy at variance with the Western objec- 
tives of denying strategic materials to the Soviet bloc, for certain essential 
imports, or purchase these commodities in hard currency markets. Since Aus- 
tria’s earnings in the dollar areas still do not permit the covering of these 
import requirements, some additional United States assistance will be needed. 


BELGIUM-LUXEMBOURG * 


INTRODUCTION ; THE STRUCTURE OF THE ECONOMY 


In its basic pattern the Belgian economy operates as a fabricating process 
which requires imports of food and raw materials, and exports semifinished and 
finished manufactured goods. Exports constitute about 40 percent of the coun- 
try’s gross national product. Belgium’s heavy dependence on foreign trade makes 
it very sensitive to trends in world markets. 

3elgium’s exports industries were developed on the basis of international spe- 
cialization. However, under conditions of economic nationalism, Belgium’s ex- 
ports frequently depend on its ability to furnish additional products under un- 
usual conditions, such as: To meet import requirements of other countries which, 
although they are fully utilizing their own capacity, need more products to sup- 
port expanding economies; to fill the demand created by a crisis in a major in- 
dustry abroad, such as the steel industry in the United States during a strike; 
or to fill the vacuum created by the submergence of a major competitor such as 
Germany and Japan after Worid War II. 


Recent economic developments 

On the whole, except perhaps for the most recent period, the Belgian economy 
has been relatively prosperous since the war. Production was high, export mar- 
kets were available, and the Belgian franc was regarded as one of the hardest 
currencies of Western EHurope. The postwar position of Belgium among the west- 
ern European countries has been, until very recently, that of a substantial creditor. 

During most of fiscal year 1953, the Belgian economy suffered a certain amount 
of recession. Industrial production, which had reached a peak in October 1951, 
declined more or less steadily so that the average for the first 9 months of the 
United States fiscal year 1953 was almost 10 percent below the same portion of 
the previous year. The explanation for this situation seems to lie in the com- 
plex of factors formed by the recovery of Germany as a supplier to Western Eu- 
rope; the deliberalizations of France and the U. K.; the growing ability of west- 
ern European countries, as a result of their postwar expansion efforts, to supply 
from their own capacity their needs for the items Belgium manufactures; and 


1The basic economic data for Luxembourg is included in that on Belgium. Aid for the 
two countries has in the past been administered together. 
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the growing competitiveness of such countries as the Netherlands, The latter 
apparently has been able to undersell the Belgian textile industry in the Belgian 
home market. The United States steel strike in the summer of 1952 to some ex 
tent helped counteract the downward trend in Belgium. 

Unemployment has been increasing and prices have been trending downward. 

The amount of money in circulation has been relatively constant, however, 
and consumption seems to have remained fairly steady, if not actually increased. 
The latter item is not revealed by the national-income statistics, since available 
statistics show private consumption and use or growth of inventories combined 
in one figure. Simultaneously, imports and exports seem to have declined in 
the current year. 

Increases in trade are projected for fiscal year 1954 because of the possible 
combination of elements favorable to Belgium that can now be discerned. 
One of the most important will be that, as Germany embarks on a program of 
defense production, competition that Belgium has had from Germany would be 
reduced. This should enable the Belgians to expand their export markets 
somewhat. The increasing liberalization of other Western European countries, 
and increased offshore procurement by both the United States and other NATO 
countries, should also be influential in reversing the present downward trend 
of economic activity in Belgium, 


The current defense effort and defense production 


During the period 1950-53 the Belgian Army almost tripled its active forces 
and has increased the size of its organized reserve approximately six times. 
The length of compulsory service has been increased from 12 to 21 months. 
Actual military expenditures are expected to show an increase by 33 percent 
in fiscal year 1953 compared to fiseal year 1952. 

The Belgian metal fabrication industry ranks third in the country both in 
number of workers employed and in exports. Much of the present idle capacity 
in this industry could be devoted to defense production. However, up to the 
present time such production has been limited by the fact that only a small 
portion of Belgium’s major materiel needs have been produced locally and 
by the lack of defense orders from other European countries. 

Defense orders thus far placed with the Belgian defense industry when 
converted to an annual basis are now running at somewhat less than 3 percent 
of GNP. Of this total, more than half results from expenditures by the Belgian 
Ministry of Defense. The remainders are foreign orders, placed primarily by 
the United States. 

There are no significant shortages of skilled industrial labor in Belgium 
While most firms bidding for OSP contracts would probably be located in areas 
of only slight unemployment, it is not believed that shortages of labor, skilled 
or otherwise, would hamper Belgian firms in their ability to meet contract terme 
Prospects for the future 

The ability of Belgium to maintain prosperous conditions is to some extent 
dependent upon improved conditions in the economies of the larger countries of 
Western Europe, since the state of the Belgian economy is closely tied to market 
and supply conditions in the neighboring countries. Attempts to reach pros- 
perous conditions are handicapped by lack of sufficient knowledge of the workings 
of the Belgian economy. 

It is believed that broader knowledge of the forces at work in the Belgian 
economy would enable the Government and the Belgian people generally to 
take a broader perspective of their country’s economic problems and more positive 
steps to achieve and maintain an expanding economy. For example, it is quite 
likely that such postwar investment as there has been for the purpose of modern- 
izing plants may have been directed to traditional products with an inadequate 
understanding of the fact that the demand for these products in other countries is 
marginal and that the threshold point at which countries turn to the Belgian 
supply has now risen so that Belgium can essentially expect lesser shares in 
Western European markets for its products. 

It would be desirable for Belgium to reevaluate its own economic policies with 
a view to developing a suitable program for expanding the economy. The most 
important problem of the Belgian economy is the rigid nature of the economy 
itself. The major problems of rigidity include the cartelization of the business 
and industrial structure within Belgium and the immobility of labor in the 
various areas, particularly in the depressed Flemish region. 

Private capital in Belgium has shown too little disposition to recognize the 
importance of domestic investment as a means of maintaining the economy's 
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competitive position or as a means of producing an expanding situation which 
would be essential to relieving the unemployment problem. Barring another 
explosion of the Korean sort, it is quite likely that the period on which we are 
now embarking may again reflect conditions that should make Belgium receptive 
to the use of domestic investment as a means for expanding external and 
internal markets. The coming into operation of the coal and steel community 
may provide favorable external conditions for promoting flexibility and ex- 
pansion of the economy. 


DENMARK 
INTRODUCTION : STRUCTURE OF THE ECONOMY 


The prewar Danish economy was based on the processing of relatively cheap 
feedstuffs, and grains into livestock and dairy products for export—primarily, 
to the United Kingdom. Denmark’s earnings of sterling were converted by 
her to defray deficits with the rest of the world, particularly dollar deficits. 
Danish foreign exchange earnings were based on the sale of agricultural prod- 
ucts, shipping, and, in smaller measure, industrial goods. About 30 percent of 
prewar Danish national output was exported; this meant that Denmark's eco- 
nomic welfare was particularly affected by the level of external demand for 
agricultural products and the movement of agricultural product prices. 

The Second World War resulted in considerable economic loss for Denmark 
despite the fact that it was spared significant military action on its territory. 
The losses included a reduction of livestock, a depletion of soil resources, de 
struction of merchant shipping, exhaustion of raw-material stocks and some 
wearing out of industrial plants and machinery. 

Denmark sought to return to its prewar pattern of production and trade after 
1945, and it was able to reconstitute its livestock herds and its production of 
livestock products by the end of 1949. Production of industrial commodities 
for home consumption and export rose even more significantly ; industrial out- 
put was about 50 percent above prewar in 1949. 

Postwar economic developments 

The sharp rise of primary product prices since the war put Denmark into a 
difficult position. Imported feedstuffs cost the Danes as much as four times 
above prewar prices, and there is little prospect of a substantial reduction of 
feedstuff and grain prices in the near future. 

The devaluation of September 1949 brought about a marked deterioration of 
Danish terms of trade. The cost of imports of raw materials from the sterling 
and dollar areas increased, but at the same time prices of livestock products 
sold to the United Kingdom were reduced below 1948 levels. This reduction 
took place in the summer of 1949 in accordance with regular procedures arranged 
under the long-term contracts between the United Kingdom and Denmark. The 
“softening” world market for finished agricultural products weakened Den- 
mark's bargaining position immediately before devaluation and forced her to 
accept lower prices for her export products for the coming year. 

The Danish Government introduced disinflationary fiscal and monetary meas- 
ures in the fall of 1950 and in the spring of 1951 to offset the balance-of-payments 
disequilibrium which had come about as a result of the deterioration of the terms 
of trade. These measures, coinciding with a decrease in consumer demand for 
textiles and other consumer goods, produced a mild disinflation which prevailed 
over the whole of 1951 and into the spring of 1952. The post-Korean price and 
output boom of 1951 therefore did not significantly affect the level of Danish 
production. 

The general recessionary tendencies of the spring and summer of 1952 had the 
following effects on the Danish internal economic position: (@) an improvement 
of the terms of trade: (0) a moderate decline of volume of exports and a more 
significant decline of imports; (c) a decline of wholesale and retail prices; and 
(d) a further slight dip of industrial output. These tendencies encouraged the 
Danish Government to lift a large number of the restrictive measures which were 
imposed a year and a half earlier. The Government’s withdrawal from its earlier 
disinflationary fiscal policies mitigated the force of the moderate recession of 
1952 by encouraging investment. In addition, the unusually large Danish harvest 
of 1952 significantly eased the Danish balance-of-payments position, especially 
on dollar account. 
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Defense program 


Despite a long history of unarmed neutrality, Denmark has made increasing 
efforts and is allocating an increasing share of its resources to a defense program 
as part of the overall NATO defense of Europe. Danish defense expenditures 
represent an increase from 1.5 percent of gross national product in fiscal year 
1951 to over 4 percent in fiscal year 1954. Despite this increase, the Danish 
defense program has not met its goals on schedule. Outstanding deficiencies 
are in construction and provision of long-Service personnel. 

Denmark has unused capacity and the technical knowledge to make use of addi- 
tional capacity in the production of small-caliber ammunition, radio, electronic 
devices, and ships. Up to 1952 private firms in Denmark had not participated in 
the production of military items. With the Government arsenals fully occupied, 
however, military productien is slowly being spread to civilian plants. 

The relatively high levels of Danish per capita consumption and total invest- 
ment means Denmark has the economic capability to carry out its defense pro- 
gram commitments. Small sacrifices of per capita consumption and/or total new 
investment could release the resources necessary to maintain the defense effort 
at the programed level. In addition, increased investment in defense and related 
basic industries could increase output and employment by taking up some of the 
existing slack in employment. 


Current economic development and prospects 


Danish terms of trade showed a marked improvement between fiscal year 1952 
and fiscal year 1953, amounting to about 10 percent. This resulted from a drop in 
the prices of import commodities, with virtually no change in export prices. 
Contrariwise, the volume of exports decreased while the volume of imports 
remained more or less constant. The dominating influence of the decrease in 
export volume resulted in a shift from a small all-currency surplus for fiscal 
year 1952 to a $21 million deficit in fiscal year 19538. 

Denmark's dollar position in fiscal year 1952 reflected its historical relation- 
ship to the dollar area—a deficit arising out of large imports of dollar grains 
and feedstuffs. In fiscal year 1953, on the other hand, sale of livestock to 
United States forces in Germany for dollars sharply increased Danish dollar 
earnings. At the same time, an extraordinarily large grain crop in Denmark, 
combined with purchase of dollar grains for sterling through the Bank of 
England in the summer of 1952, reduced Danish dollar imports so that a net 
dollar surplus appeared. As a result of this dollar surplus, it is estimated that 
Danish gold and dollar holdings will rise by about $46 million during fiscal 
year 1958. While Denmark gained between fiscal year 1952 and fiscal year 1953 
on dollar account, the net position with the EPU shifted from a surplus of $45 
million to a deficit of $17 million. 

In the coming fiscal year, Denmark is projected to return to a very slight 
surplus on all-currency account. Net dollar earnings, reflecting continued dollar 
sales to United States forces in Germany, will continue to be in surplus, and, as 
a consequence, gold and dollar reserves are estimated to increase. 

In both fiscal year 1958 and fiscal year 1954, gross national product and total 
availabilities are expected to rise, making possible increases in various sectors of 
the Danish economy. By fiscal year 1954, consumption levels are expected to be 
the same, and the level of investment will fall slightly below the high of fiscal 
year 1951. In both years, moreover, Government expenditures are directed 
primarily to defense expenditures. The Government has somewhat modified 
its deflationary policy ; the budget surplus has been reduced ; and the compulsory 
savings plan has been terminated. 


ICELAND 
INTRODUCTION—ECONOMIC STRUCTURE 


Iceland has scarcely any natural resources apart from fish around a greater 
part of the coast, and in the deeply indented bays on the island’s western 
coastline. Barely 10 percent of the island is cultivable lowland, and only a 
small portion of this has been drained for pasture. The national income is 
heavily dependent upon the export of fish products, which in the recent past has 
represented about 90 percent of the total value of exports. This dependence on 
the fisheries has made the Icelandic economy particularly vulnerable to fluctua- 
tions arising out of changes of size of catch and external demand. The ratio 
of exports to gross national product has ranged in the recent past between 30 
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and 40 percent; the fluctuation of export volume and value has induced a con- 
siderable fluctuation of national income. 

Iceland’s per capita consumer expenditure is now about the highest in Europe, 
although before the war Iceland ranked among the lowest of western European 
countries on a per capita basis. This position of Iceland in the rank of western 
European nations is deceptive since many of the common household items and 
articles of clothing are relatively high priced in Iceland. At the same time, 
there is no question but that the ordinary Icelander is at present reasonably 
well-housed, well-fed, and well-clothed. 


The investment program and the national output, 1946-53 


Iceland’s heavy postwar investment program has been financed by drawing on 
her wartime foreign-exchange accumulation, postwar British loans, and on 
United States extraordinary assistance after 1948. It has been directed to three 
major purposes; (@)modernization of its capital assets in fisheries, that is, by 
modernizing the trawler and motor-vessel fleet, and by building new freezing 
and processing plants; (0b) diversification, by directing a considerable portion of 
new investment into agriculture; and (c) investments leading to a higher quality 
of living such as housing, public buildings, communications, and so forth. Over 
the entire postwar period, investment has amounted to about 30 percent of the 
gross national output per annum; it was considerably above that during 1946~47, 
and somewhat below that figure during 1950-52. 

Despite this ambitious investment program, the level of national output (in 
constant prices) was constant over the period 1948-50, and actually fell slightly 
after that. MSA estimates suggest an output decline of 6 percent between fiscal 
year 1951 and fiscal year 1952, and no recovery in fiscal year 1953. The failure 
of investment to raise national output over the period 1948-52 largely is ex- 
plained by the following: (a) the significant proportion of investment in the 
“nonproductive” area of housing, public buildings, etc.; (b) the fact that some 
of the investment has not yet been completed; (c) the investment in industry 
during 1948-50 under the “umbrella” of quantitative import restrictions; and 
(d@) the failure of the herring fisheries—a large part of the motor-vessel modern- 
ization was intended to capitalize on projected large herring catches. 


Government policy and the stages of inflation, 1946-52 


The postwar developmental investment program was instituted in 1945 by 
the self-styled “reconstruction government” (composed of Conservatives and 
Communists) on the basis of the exceptionally large foreign-exchange reserves 
accumulated during 1941-45. The program was begun in a climate of cost and 
price inflation, and the new investment, financed out of the accumulated foreign 
exchange and newly obtained British loans, added inflationary pressure to an 
already inflated money supply. The foreign-exchange reserves, which had 
amounted to about $60 million in the summer of 1945, were drawn down to 
about $7 million by the summer of 1947. 

This situation forced the new coalition government (composed of the three 
democratic parties: Conservatives, Progressives, and Social Democrats) to cut 
the investment program. The government created an economic board to control 
investment and imports. The board cut net investment from about 40 percent of 
gross national product in 1947 to about 28 percent in 1948, and 26 percent in 
the following year. The board was more successful in carrying out the govern- 
ment’s policy of cutting the imports of consumer goods; these were cut (in 
volume) about 30 percent between 1947 and 1948, and by another 15 percent 
between 1948 and 1949. Unfortunately, this encouraged investment in “hot- 
house” industrial plants of no enduring value. 

The second phase of the investment program (1948-50) was marked by the 
following characteristics: (a) a reduction of consumption by about 10 percent 
below 1946-47 levels; (b) a severe qualitative deterioration of consumer prod- 
ucts; and (c) a reduction of the total level of investment by 15 to 20 percent 
below 1946. It involved an elaborate system of quantitative restriction, ex- 
change control, consumer rationing, and consumer and producer subsidization. 
The investment program during this period was supported by large ECA grants 
amounting to $15.3 million (April 1948-June 1950) or about 8 percent of the 
national product. 

A continuation of this economic policy was considered insupportable by both 
the Conservative and Progressive Parties, and after the summer 1949 national 
elections a new coalition government (Progressives and Conservatives) com- 
mitted itself to a policy of monetary restraint and budgetary surplus. The new 
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government carried through a second drastic exchange devaluation in March 
1950, the September 1949 devaluation having proven unsuccessful. 

Although GNP as a whole declined by about 10 percent between 1950 and 1951, 
the fish catch for export rose substantially. The volume and quality of avail- 
able goods and services rose slightly between these years as a result of a 
larger current accounts deficit. The level of a new construction was cut slightly, 
and consumption rose. Although the flow of money income and the price level 
rose very considerably during 1951, inflationary pressures were less than they 
would have been as a result of a large budgetary surplus, and an import surplus 
which amounted to 10 percent of GNP. 

Under these circumstances, the “new policy” was reasonably successful. The 
general economic conditions permitted the government to: (@) reduce the volume 
of investment about 8 percent although this maintained the level at about 23 
percent of GNP: (b) restock consumer and retail inventories; and (c) achieve 
some increase of foreign exchange reserves. The disinflationary forces continued 
strong through the spring of 1952. The strict budget of 1951 and the falling world 
price level continued to inhibit consumption through the first 6 months of 1952, 
and the slow start of construction of the 3 ECA/MSA projects meant that in- 
vestment did not increase above the 1951 level. 

Zhe Economic Situations and MSA Aid During Fiscal 19538 


1. Economic Situation.—Gross national product remained more or less con- 


stant in fiscal year 1953 as against fiscal 1952, but the goods and services avail 
able to Iceland in the current fiscal year are about 7 percent below the volume of 
fiscal 1952 because of a much smaller external deficit. The burden of the re- 
duced volume af available goods and services has fallen entirely on consumption 
which we estimate to have fallen by about 20 percent below fiscal 1951. The level 
of investment, on the other hand, has remained about the same although its 
composition is markedly changed ; new investment in construction has been much 
higher in the present fiscal year while inventory accumulation, which was a 
considerable part of investment in fiscal 1952, has ceased. 

Bank credit continued to expand during fiscal year 1953 despite a slightly 
lower level of economic activity; the major part of the expansion was related 
to the seasonal requirements of the fishing fleet. The government has pursued 
a neutral course with respect to the fiscal budget, and the Althing passed a 
“balanced budget” for calendar 1953. 

Therefore, the only significant defiationary factor in the Icelandic economy 
during fiscal year 1953 is the current account deficit. This deficit is financed by: 
(a) MSA assistance related to the investment projects; (b) IBRD loans for 
agriculture and investment projects; (c) overdrafts at Danish and British 
banks; and (d) EPU credits. 

Icelandic imports have tended to fall slightly as a result of declining internal 
consumption. The bulk of the decline, both as to volume and value, has been 
in the category of consumer goods. The continued large investment program 
prevented the import level from falling significantly. 

Two aspects of the export situation merit special consideration, namely, exports 
to the United States and trade with the EPU area. Icelandic exports to the 
United States have continued to increase. They had risen from about $5 million 
in fiscal 1951 to $9.5 million in fiscal 1952, and it is estimated that, despite some 
marketing difficulties, exports to the United States this fiscal year will range 
between $11 and $12 million. Iceland’s experience with the EPU market has 
been less encouraging. Exports rose by about $4 million (about 20 percent) 
between fiscal years 1951 and 1952, reflecting both a volume and price increase. 
It is presently estimated that exports to the EPU area will decline by at least 
$2 million this fiscal year because of the following combination of circumstances : 
(a) A decline of fish-oil prices of about 50 percent; (0) a sharp contraction of 
market for fish meal; and (c) the ban since October 1952 on the landing of iced 
fish from Icelandic trawlers in British ports, resulting from the fishing waters 
demarcation line instituted by Iceland in May 1952. Although the Icelanders 
have salted and frozen the fish which otherwise would have been iced for the 
British market, they have not been successful in selling all of these products. 
Consequently, there has been a serious decrease of EPU earnings this past fiscal 
year. 

Il. MSA Aid: Iceland has no defense establishment. Therefore, the use of 
collars or counterpart for direct or indirect defense purposes for the Iceland 
Government is an impossibility. However, the vital NATO and United States 
interest in Iceland, in view of its strategic location, places in the defense category 
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all United States aid efforts toward stabilization and strengthening of the 
Icelandic economy. 

art of the assistance provided Iceland during fiscal year 1953 of $5.45 million 
provides resources (and dollars) for the completion of the 3 investments proj- 
ects instituted under ECA auspices in 1951—2 hydroelectric plans and a fer- 
lizer plant will provide Iceland with competitively priced nitrogenous fertilizer, 
two major urban areas of southwestern and north central Iceland. The ferti- 
lizer plant will provide Iceland with competitively price dnitrogenous fertilizer, 
and it will relieve Iceland of $1 million foreign exchange payments a year. 

The Agency expects to have concluded negotiations with the Iceland Govern- 
ment before the close of the fiscal year for a formal suspension of aid. In con- 
nection with the suspension negotiations, the United States has agreed to discuss 
with Iceland an expanded technical assistance program in fiscal 1954 if the 
Iceland Government is interested in developing such a program. 

The near term future: Piscal 1954 

A considerable improvement of national output is projected in fiscal 1954; a 
“normal” fish catch and a resolution of Iceland’s EPU marketing difficulties 
should make possible a level of output more or less that of fiscal 1951, which 
would be an increase over the present fiscal year of about 7 percent. A smaller 
deficit in the external accounts means that Iceland will have an increase in avail- 
abilities of about 5 percent. If the other-than-project investment program in 
construction and communications proves to be the same in fiscal 1954 as in the 
present fiscal year, the level of investment will fall to about 20 percent of gross 
national product. The reduction of investment and the increase of availabilities 
will make possible a return of the level of consumption to the level of fiscal 1952. 

A projected current account deficit of $4 million in fiscal year 1954 assumes 
the following conditions will prevail: (@) A reduction of volume imports by 
about 10 percent resulting from the falling level of investment; (bd) a continua- 
tion of exports to the dollar area at the fiscal 1953 level; and (c) a slight rise of 
value of exports to the EPU area. 

These generally favored external conditions will be necessary if the new 
government formed after the June 1953 elections will attempt to pursue disinfla- 
tionary internal policies, extend trade liberalization, and support an orderly 
rate of developmental investment. 

There will be continued United States military expenditures in Iceland in 
connection with NATO defense developments. In view of the importance of an 
economically strong and stable Iceland to NATO, the economic impact of any 
such expenditures will be of continuing concern. 


GERMANY 
INTRODUCTION : THE BERLIN PROGRAM 


The United States program for Germany in the fiscal year 1954 is centered on 
the problem created by the special nature and unique position of the city of 
Berlin. The Federal Republic itself, thanks to United States assistance, is now 
economically one of the stronger nations of the free world, and no longer requires 
special assistance. 

United States objectives in Berlin are to support the city’s security and welfare 
pending the reunification of Germany and to resist by the use of force any 
attempt to dislodge the western allies from their position there. This necessi- 
tates continued United States support of programs designed to make possible 
not only Berlin’s survival but also its improvement in the face of abnormal 
conditions. These include: (1) The Berlin investment program and other efforts 
to improve the city’s economic position; (2) the Berlin stockpile, and (3) a 
program to assist in solving the emergency problems arising from the continu- 
ing outpouring of refugees from the Soviet zone to Berlin. 

In the past, United States financial support of these programs has mainly 
derived from the counterpart of dollar assistance to the Federal Republic. 
Since the Federal Republic will no longer have such assistance, counterpart in 
an amount sufficient to meet all United States responsibilities in Berlin is 
requested to provide financing support for the problems created by the refugees. 
The economic situation and the investment program 

Berlin economically is a deficit area. Almost 25 percent of the labor force, 


or 250,000 are unemployed. Its deficit in trade with outside areas, including 
Western Germany, amounts to almost $350 million. The index of industrial 
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production is only 56 percent of prewar. In order to continue to exist economi- 
cally, it requires a large volume of extraordinary financial assistance. About 
two-thirds of its needs, or DM 1 billion ($250 million) are met from Federal 
Republic budgetary assistance. The remainder has been supplied from the 
counterpart of United States aid. 

The reasons are fairly clear why Berlin economic recovery has lagged behind 
that of Western Germany. They include the insular position, vulnerablity to 
Soviet harrassment of communications with the West, the great physical destruc- 
tion of war, removal of industrial machinery after the war, and loss of func- 
tions as a capital city which caused extensive unemployment in the field of 
banking, finance, insurance, and the printing industry. In addition, the eco- 
nomic position has been further burdened and the employment problem intensi- 
fied by the recent sharp increase in the flow of Soviet zone refugees through 
Berlin. 

In order to increase industrial production and employment, and reduce Berlin's 
need for external financial assistance, the United States has been giving financial 
support from counterpart funds to an investment program jointly planned by 
the MSA mission and the German Government which, it is hoped, would doub.e 
industrial production and create 200,000 new jobs. 

Since inception of this program in the fall of 1950, a slow but distinct improve 
ment in the Berlin economy has taken place. The industrial production index, 
though still only 56 percent of prewar, rose in a year from 41 percent. With 
its external merchandise trade, Berlin was able to cover 65 percent of its import 
requirements in 1952 as compared with 56 percent in 1951, and 47 percent in 1950. 
Unemployment has been reduced from 290,000 to below 250,000 in April 1953. 

Despite this improvement, however, it is clear that Berlin is not yet in a 
sound economic position. Unemployment in particular remains a major prob- 
lem, accentuated by the refugee inflow. 

In order to accelerate the economic development of Berlin, MSA in the fall 
of 1952 engaged a top-flight technical assistance team of economic, engineering, 
and regional development specialists headed by Richardson Wood of New York 
to review the Berlin situation. The report of this team “confirmed the United 
States view that the essential requirements of the city, stated quite simply, 
were more orders from outside and more capacity to produce. More o: ders, 
so that output and employment of existing facilities could be raised to the maxi- 
mum, and more capacity, because there is no other way in which satisfactory 
employment could be achieved. 

Continued United States support of the investment program in fiscal year 
1954 is planned as follows: 

With respect to the efficient utilization of Berlin’s already existing industrial 
capacity, the United States is increasing its efforts. Surveys are being made 
looking toward an increase in United States military purchases in the city in- 
cluding possibly some offshore procurement, to take advantage of Berlin’s special 
capabilities in electronics, mechanics and optics, and engineering equipment. 
The United States is also cooperating with German efforts to increase the com- 
mercial sale of Berlin’s goods to the EPU countries and to the United States, and 
improvement of Berlin marketing techniques through the liberal use of MSA 
technical assistance teams is already well under way. 

The creation of new industrial capacity will be supported in two ways: 

1. The United States will continue to allocate counterpart still available 
from aid in prior fiscal years, though perhaps in lesser amounts than in pre- 
vious years. 

2. A determined effort will be made to attract non-United States public or 
private capital to the city. Under the assumption that these efforts are suc- 
cessful they could cover the investment gap which will result from the decline 
in United States counterpart aid. 

One note of caution is necessary. Because of Berlin’s exposed position it 
will undoubtedly be difficult to persuade private capital to come to the city in 
any volume, while Federal Republic public support of Berlin is already large. 
Non-German public capital, on a loan basis, would also be difficult to secure. 
This would indicate that a close watch will have to be kept on future invest- 
ment developments. 


The Berlin stockpile 


The vulnerability of Berlin to a blockade was made clearly evident in 1948— 
49. At its conclusion, the United States, United Kingdom, and France agreed 
that essential commodities should be accumulated in Berlin in order to lessen 
the vulnerability of the city to a new blockade. In developing this program, 
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efforts have been made to accelerate the accumulation of such commodities, espe- 
cially those impossible to airlift or of great bulk, as grain and coal and indus- 
trial raw materials. 

While some portion of the raw materials component of the stockpile remains 
to be purchased, the schedule of procurement has been clarified and funds now 
on hand from fiscal year 1953 appropriations will probably make it possible 
to bring all essential elements of the stockpile to target levels. As a conse- 
quence no new funds are being requested for this purpose in the coming fiscal 
year, 


Refugees 


The only United States program for which money is requested in the fiscal 
year 1954 is to meet emergency needs generated by the tremendous outpouring of 
refugees from the Soviet Zone of Germany into Berlin. The stream of refugees 
arriving in Berlin has risen in recent months to as high as 3,500 a day and 
is currently 1,200 a day. Since the beginning of 1953, more than 100,000 refu- 
gees have left the East Zone of Germany and have fled to Berlin as the last 
remaining escape route to the West. Although more than half this number have 
been flown out of the city, there is still a huge backlog in the city. 

Most of these refugees are productive workers and can be absorbed in the 
economy of Germany. Only about one-third are infants or aged. A great 
majority are single males, and 33 percent are manual workers. They come 
from farms and businesses and their flight is motivated by the desire for free- 
dom rather than by any economic advantage to be derived from fleeing to the 
West. 

The major objective of all concerned is to get the maximum number out of 
Berlin to western Germany. Under present agreements, however, Berlin has 
to retain 4 percent of so-called recognized refugees, plus an unknown number 
of “nonrecognized” refugees. The Federal Republic has a comprehensive in- 
vestment program for taking care of the great bulk of these refugees in western 
Germany. Their efforts are praiseworthy and probably as much as can be 
done, having in mind the political and social tensions inherent in the problem. 

It is another problem with Berlin. Even the relatively small percentage 
of the total flow which remains in Berlin is a strain on its already overburdened 
economy. We are therefore requesting assistance for fiscal year 1954 in order 
to do the following: 

1. Aid, where required, the reception and processing of refugees arriving in 
Berlin. 

2. Assist in every way in getting the maximum number out of Berlin. 

3. Aid in the integration in Berlin of the hard core of these refugees which 
have to remain there. 


THE NETHERLANDS 


INTRODUCTION : THE STRUCTURE OF THE ECONOMY 


The Netherlands’ economy is based on an extensive and efficient agriculture. 
Faced with a growing population in an area which is already the most densely 
populated in the world, the country has also undertaken an active industrializa- 
tion program. As the Netherlands possesses scarcely any industrial natural 
resources, the industrialization must take place in the processing industries for 
which raw materials and semimanufactures must be imported, while markets 
have to be found abroad for the finished goods. 

In view of the need for a constantly increasing industrial sector to absorb 
the growing labor force, the Netherlands has had to devote a substantial amount 
of its gross national product to investment. As a consequence the Government 
has been greatly concerned with the problem of avoiding inflation. Since the 
end of the war, the most significant Government economic policy has been the 
maintenance of stable financial conditions. 

The major handicap which the Netherlands had to surmount after the war 
was the heavy cost of the enemy occupation. Losses amounting to nearly 
one-third of its national wealth had occurred. The shipping fleet, a prewar 
earner of considerable foreign exchange, was cut in two; income from invest- 
ments in Germany was wiped out; and Indonesia, the principal Dutch de- 
pendency, had suffered a severe Japanese occupation. Thus, the Netherlands’ 
economy which was also feeling the effects of German war finance that had 
inflated the prewar money supply threefold, was exposed to open inflation on 
all counts. 
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Throughout the postwar years, the Netherlands worked at rebuilding. In 
December 1949 when Indonesia was separated from their control, the Dutch 
suffered a further setback in loss of reVenue. However, despite these handicaps, 
in general by 1949 the economy approached equilibrium at a relatively high 
level of activity. 

Although the 1949 developments had been favorable, the Korean outbreak 
in 1950 revived strong inflationary pressures which lasted through the middle 
of 1951 and were expressed both in internal price increases and a large import 
surplus. Inflation originated almost exclusively in the private sector where 
trade liberalization and world developments after Korea induced heavy-buying 
waves which were sustained by use of liquid assets and bank credits. Worsening 
of the terms of trade put an additional burden on the external economic posi- 
tion. In March 1951, the Government took action to counteract the inflationary 
movement by imposing measures to reduce both public and private investment 
and consumption. Direct controls, however, were not reinforced. Between 
January and June 1951, ECA allotted $40 million in direct aid to the Netherlands 
in three installments in order to support the stability of the economy during 
this strained period and also to enable the Dutch to take major steps toward 
expanding their defense program. 

The effect of the post-Korea inflation on the balance of payments carried 
through August 1951. Then the deterioration was checked both for trade and 
invisible earnings. The Dutch position in EPU began to improve and by the 
end of fiscal year 1952 they had a large balance of payments surplus, completely 
reversing their position of previous years. Simultaneously, a large measure of 
price stability was achieved. 

Recent developments 

Economic conditions have improved to the point that a gradual increase in 
consumption from the low level of 1952 has been possible although per capita 
consumption is not expected to reach the peak achieved in 1951. This partial 
recovery of consumption levels has been made possible by the significant increases 
in gross national product that have been obtained in the last year or two: about 
3 percent between fiscal year 1952 and fiscal year 1953. An additional 3 percent is 
anticipated for 1954. 

In the industrial sector alone production is reaching alltime highs. Despite 
the floods at the beginning of February 1953, that month showed the highest 
production for any February since World War II. 

The Dutch have been able to accomplish this and maintain their objective of 
stability partly because of favorable external price movements and partly be- 
cause of fiscal and monetary measures taken by the government. Since early 
1952 (calendar year) prices of both Dutch imports and exports have dropped, 
but import prices at a somewhat faster rate. Actually the volume of exports 
increased during 1958 although this is somewhat obscured by the lowered prices. 
Earnings from invisibles, always an important item in the Dutch accounts, have 
also been high recently. In general the Dutch economic position has improved 
so substantially that during 1953 the Dutch were able to renounce defense 
support aid. 

This recent pattern has raised Holland to a substantial creditor position in 
the European Payments Union. Consequently, the country will enter fiscal year 
1954 at a position already above its quota. Since all the Dutch EPU earnings 
projected for the coming year must be superimposed upon the creditor position 
achieved during the last year and a half, the entire Dutch EPU surplus for fiscal 
year 1954 will be above quota. This will create certain problems for the union, 
particularly with respect to arranging settlements. During 1953, the Nether- 
lands received extensive gold settlement payments from Indonesia. These are 
not expected to continue into 1954. 

The cost of the reconstruction and repair work resulting from the floods earlier 
this year may result in releasing potentially inflationary forces in the economy. 
Most of the cost of reconstruction must be borne by the Government. According 
to Dutch estimates, the restoration of dikes and rehabilitation of arable land wili 
entail Government expenditures of about 350 million florins during 1953 and 
1954. Despite this unforeseen expenditure, however, Holland's prospects over 
the next 6 to 12 months are for continued stability, and MSA has agreed to the 
proposed use of a part of the accrued counterpart funds for repair of flond 
damage. 

Although the Dutch are not expected to need any direct economic dollar aid 
in fiscal year 1954, it should be noted that significant dollar receipts are antici- 
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pated as a result of United States offshore procurement and other military ex 
penditures in Holland. Without these earnings the Dutch dollar position would 
be more precarious. 

A factor that tends to worsen the Dutch dollar position is the United States 
quota.system for imports of dairy items such as cheese. As a result of this loss 
of dollur earnings, the Dutch have been forced to curtail their imports of United 
States wheat products. 

Defense effort 

Although cautious in planning and acting and deeply concerned with its long 
range economic problems, the government is nevertheless firmiy committed to the 
veneral NATO program. On the financial side, the Dutch have agreed to use a 
significant portion of local counterpart funds as a supplement to their defense 
budget and in general have attempted to meet their 4-year (calendar 1951-54) 
target of $1,730 million in expenditures. MSA estimates that the Dutch will 
spend about $373 million in United States fiscal year 1953 for military expendi 
tures. Judged on economic grounds alone, the Dutch should be able without 
strain to meet their present defense schedule. 

Specific prospects for increased production of major materiel are affected by 
the small-scale production involved in meeting Netherlands’ requirements only ; 
consequently, the Dutch authorities advocate international cooperation in deve} 
oping an over-all program for European production, OSP orders have helped 
itilize the Dutch capacity for defense production. 

Economic objectives 

The long-run problem of absorbing a large population increase into the economy 
has been relieved temporarily by the growth of employment due to the flood, 
but may recur again later on as a problem to be reckoned with. The Dutch 
consider that this problem reinforces their need for a vigorous program of indus- 
trialization, which would require a relatively large amount of investments each 
year. However, one of the key stumbling blocks to industrialization has been 
shortage of capital. 

This problem has been attacked, with some success, partly with the use of 
ECA/MSA counterpart funds. For example, in 1951 the Netherlands Govern 
ment and ECA agreed to utilize about $26 million of counterpart deposits to 
establish an industrial guaranty fund. This arrangement was designed to sup- 
port and encourage risk-capital participation in industry by Dutch institutional 
investors. The Dutch have for a long time recognized the problem of the 
scarcity of risk capital and in 1945 established the Herstel Bank to promote 
economie reconstruction by participating in and financing enterprises important 
to the national economy which were unable to obtain the required funds in the 
domestic capital market, 

The MSA policy toward the Netherlands is directed toward increasing the 
stability of the Dutch economy so that the measure of recovery already achieved 
may be retained and expanded; toward increasing the Dutch defense effort 
through such arrangements ‘as the program for increasing aircraft production 
and encouraging Dutch activities with respect to the unification of Western 
Europe. 


NorRWAY 


INTRODUCTION ;: THE STRUCTURE OF THE ECONOMY 


The character of the Norwegian economy is largely determined by the basic 
facts of geography. Half of its area is barren mountains and plateaus. With 
one-quarter of its area covered by forests and with a 3,000-mile coastline, the 
country derives its living largely from the sea and from the forests. Earnings 
of the merchant fleet are the principal source of foreign exchange. Exports 
have, in the past, consisted largely of the products of the fishing and whaling 
industries, and products like timber, pulp, and paper. In recent years the 
abundant hydropower potential has been greatly developed, and this development 
has led to the growth of electrometallurgical and electrochemical industries. 

The economy is heavily dependent on foreign trade, imports representing 
about one-third of the national product and one-half of consumer expenditure. 
Hxports consist mainly of a narrow range of specialized products; imports 
are widely diversified. Hence Norwegian prosperity is heavily dependent upon 
world demand for the specialized export products and for shipping services. 
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Norway suffered unusually heavily from destruction of fixed capital during 
the war and occupation. In particular, about half the fleet was lost, and 
devastation in the northern part of the country was virtually complete, In 
addition, the inflationary financing of German occupation expenditure left a 
greatly expanded money supply. 

The central features of Norwegian economic policy in the postwar period 
were a highly ambitious investment program and a thoroughgoing set of direct 
controls designed to restrain inflationary pressures and to direct economic re- 
sources into investment. The investment program aimed at the repair of war- 
time losses and was designed, first, to recoup the wartime loss of capital, and 
then to provide for considerable further development of the country’s resources, 
especially waterpower. Gross investment, at 25 to 30 percent of gross national 
product, was probably higher than in any other country in Europe. 

During the ERP period, Norway received very substantial aid from the United 
States to finance the investment program. The result was a significant expan- 
sion of the Norwegian economy above its prewar dimensions. Two of the most 
significant indicators of this expansion are the tonnage of the merchant fleet, 
which, by the third quarter of 1952, was 30 percent higher than prewar, and 
1952 industrial production which was 150 percent of the 1938 level. 


The defense program 

Norway’s adherence to NATO represented a major decision that took con- 
siderable courage. Sweden was pressing the other Scandinavian countries to 
form a Scandinavian grouping for mutual defense which would remain neutral 
as between East and West. Nevertheless, Norway did join NATO, and was 
followed by Denmark. In terms of Norwegian resources, Norway has budgeted 
an increasing amount for defense from fiscal year 1952 through fiscal year 
1954; 3.4 percent of GNP in 1952, 5 percent in fiscal year 1953, and 5.4 percent 
in fiscal year 1954. Since Norway had a very small military establishment 
before 1950, the defense program required not only expansion of the armed 
forces but also the development of administrative and planning services. Partly 
for this reason, the program has lagged behind schedule in certain respects, 
such as construction of barracks and other military installations, and availability 
of long-service personnel to supervise the training of recruits. 

Norway’s capacity for producing military end-items is limited to small-scale 
end items and to utilization of processing facilities. As its defense program 
develops, Norway’s production of materiel, mainly ammunition and ships, is 
expected to increase substantially. In part this production will provide end 
items under OSP contracts for use in other NATO countries. 


Recent economic developments, prospects 


With the Korean outbreak, the impetus in demand for Norwegian exports, 
including freight services, led to a sharp increase in its terms of trade. As a 
result, the net trade deficit, which exceeded $300 million in fiscal year 1950, 
decreased by one-third, and the surplus in net services increased by about one- 
third in fiscal year 1951. These favorable trends were further accentuated in 
fiscal year 1952. A secondary result was a shift from an $80 million deficit in 
the EPU in fiscal year 1951 to a surplus of $20 million in fiscal year 1952. It 
is expected that the current fiscal year, on the other hand, will show a substan- 
tial deterioration on current account, of roughly $150 million. More than one- 
half of this shift is expected to derive from a sharply decreased commodity 
export which reflects a smaller volume, but, more importantly, approximately 
a 10-percent decline in export prices. 

As compared with these developments in the all-currency account, there has 
been a steady improvement since fiscal year 1950 in Norway’s dollar balance, 
which is expected to continue in the coming fiscal year. Over the 4 years, Nor- 
way’s exports to dollar areas increased by almost 3 times, and although dollar 
receipts for services were at their highest in fiscal year 1952, the trend has been 
upward since 1950, and they are expected to be at about twice the level of fiscal 
year 1950 in fiscal year 1954. This improvement stems from an anticipated 
drop in the dollar imports, reflecting nondollar substitutions for dollar imports 
from fiscal year 1952 through fiscal year 1954. 

An anticipated expansion in total output in 1954 is associated with an antici- 
pated recovery of: (a) World demand for Norwegian pulp and paper, and ()) 
the fish catch. It is projected that the small increase of availabilities would 
be distributed between consumption— which would return to fiscal year 1951 
levels in fiscal year 1954—and total government services. The increase of some 
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35 percent in government services over the whole period of fiscal year 1951- 
fiscal year 1954 represents almost entirely the increasing diversion of resources 
to the defense program. 

Since the defense expenditures of the Norwegian Government are mainly for 
goods and services of domestic origin, the level of that program does not greatly 
affect the balance of payments. The level of the defense program depends 
primarily on the decisions of the Government in alternatively allocating re- 
sources to investment and consumption. These in turn relate to the ability of 
Norway to finance the projected import surplus which underlies the capital 
building program. There have been recent economic difficulties in particular 
industries or sectors (e. g., a 50-percent decrease in the Lofoten cod catch and a 
30-percent drop in the Antarctic whale catch), but the economy as a whole is 
still operating at high levels. Gold and dollar reserves, ‘ncluding private hold- 
ings, have been increasing steadily since 1951, at which time they were at the 
low of $110 million. By February 1953, gold and dollar reserves had reached 
$172 million and were offset only to a minor degree by decreases in reserves of 
other currencies. This inereasing level is projected to increase further in 
fiscal year 1954. 


PORTUGAL 


INTRODUCTION 


Portugal is a NATO member providing important military bases and some 
armed forces for the defense of the North Atlantic area. Its defense effort is 
well within its economie capacity and defense support aid will not be required. 
Its economy is stable and its international payments and reserves are satisfac- 
tory. It possesses extensive African colonies which are capable of producing 
greatly increased supplies of basic materials; some United States aid may be 
required to accelerate the development of this production. 


Economic situation 


Portugal is predominantly agricultural with virtually no heavy industry. Its 
overseas provinces, chiefly in Africa, place it among the five major colonial powers 
of Europe. 

Portugal escaped direct war damage. Although productive capacity deteri- 
orated as a result of nonavailability of essential imports, Portugal accumulated 
substantial exchange reserves during the war by selling its exports at favorable 
prices. 

After the war accumulated demand for imports was satisfied by use of part 
of these reserves and reserves fell sharply through 1949. In the fiscal years 
1950 and 1951 a total of $50.5 million was allotted by ECA to aid in Portugal’s 
postwar recovery and development. However, a very cautious financial policy 
was observed by Portugal so Portuguese economic expansion has been relatively 
slow, and exchange reserves have made a substantial recovery since 1949. No 
aid has been allotted since June 1951, though several technical assistance projects 
have been approved. 

Portugal’s main economic problem is its relatively dense and rising population 
and low level of technology, resources, and investment. It has potentially highly 
productive overseas territories. Development is slow because of conservative 
financial policies reinforced by regulations inhibiting private investment, both 
domestic and foreign. 

A new 6-year development program for Portugal and its colonies was developed 
last year and went into effect this January. The content of the program is gen- 
erally well chosen and places increased emphasis on colonial development. How- 
ever, it does not seem to involve any acceleration of overall investment. 

At the end of fiscal year 1952 Portugal's cumulative surplus in the EPU still 
exceeded its $70 million quota by almost $15 million. This situation was cor 
rected during the latter half of 1952 and sufficient deficits were incurred to 
bring Portugal’s position back within the quota. Major reliance was placed upon 
restriction of exports to the EPU area. 

During the current fiscal year Portugal has enjoyed a favorable balance of 
dollar payments permitting increases in gold and dollar reserves. This results 
from a modest deficit of metropolitan current transactions with the United 
States, more than offset by a dollar surplus in current trade with Latin America 
and other non-EPU countries, current dollar earnings by the overseas territories, 
and dollar investment in the overseas territories. This situation is expected to 
continue in fiscal year 1954. 


33064— 53 45 
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Portugal’s trade with the Communist blo¢ is relatively limited. The exports 
to the bloe consist almost entirely of cork products which are a significant source 
of dollar earnings. Imports from the bloc are very limited, the only important 
item being coal of which about 14,000 tons were secured from Poland in 1952 
The only noteworthy problem with respect to control of strategic shipments to 
the east has to do with the restriction of such shipments from the Portuguese 
colony of Macao on the coast of China. 

Defense effort 

Geographically, Portugal contributes significantly, to the defense of the North 
Atlantic area. The Azores particularly are strategically located and the facili- 
ties made available there to the United States under NATO plans are of great 
importance to the common defense. 

Portugal's contribution of military forces, is limited. The Government of 
Portugal believes that it is financially unable to contribute more than its current 
level to the support of military forces. 

Portugsal’s defense production facilities are limited; virtually all the major 
equipment for its forces must be imported. It does have facilities for production 
of ammunition, small arms, and ships beyond what it plans to purchase with 
its own funds, however. Moderate OSP procurement in Portugal of small ships 
and ammunition is considered desirable, and some contracts have already been 
placed. Portuguese industry is relatively secure from aerial attack in case of 
war, but it is dependent upon imports for most materials for military production. 
United States objectives and program 

The main United States objectives with respect to Portugal are to maintain a 
maximum Portuguese contribution to the defense of the North Atlantic area and 
to encourage the further development of production of essential raw materials 
and minerals in Portugal’s overseas territories. Portuguese collaboration in 
control of trade with the Communist bloc is also important. 

No defense support aid for Portugal will be necessary. Expanded basic ma- 
terials production in the Portuguese overseas territories may require some 
United States support during fiscal year 1954. If not otherwise available, this 
will be provided under the basic materials program. A modest technical assist- 
ance program will be continued, particularly to assist in increasing defense 
production and colonial development. 


SPAIN 
Status of negotiations 


In view of Spain's strategic importance to the general defense of Western 
Europe, the United States is interested in concluding bilateral arrangements 
with the Spanish Government which will contribute to the strengthening of the 
common defense against possible aggression. Following preliminary discussions 
and study of what Spain might be willing and able to do in this regard, nego- 
tiations were opened between the United States and Spanish Governments in 
April of last year. These negotiations involve the use by the United States of 
Spanish military facilites and, in that connection, the use of the $125 million 
voted by the Congress for economic, technical, and military assistance to Spain. 

Three agreements are being negotiated simultaneously by the two Governments. 
First, an MSA bilateral agreement concerning the extension of economic and 
technical assistance to Spain. Second, a bilateral agreement, under the Mutual 
Defense Assistance Program, with respect to military aid for Spain. These two 
ngreements are of a standard form used with all countries receiving economic, 
technical, and military assistance from the United States. The third agreement 
involves the use by the United States of Spanish air bases and naval facilities. 

It is not now possible to predict when the negotiations will be completed. The 
negotiation of these agreements in Madrid is being actively pursued by both 
Governments. The agreements will be concluded when they are worked out to 
the full satisfaction of both parties. 


Defense support requirement and program 


Defense support will be used in Spain to support programs contributing to 
agreed security objectives. Before completion of the negotiations it is, of course, 
impossible to be certain of defense support requirements. On the assumption 
that the agreements may be signed in the immediate future, however, it is esti- 
mated that some additional defense support aid should be provided for fiscal year 
1954 in addition to the amount to be used for this purpose out of the $125 million 
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previously appropriated. The new amount would not include such additional 
military assistance as may be provided. 

Defense support aid to Spain will serve the following purposes : 

1. Support the development of the Spanish air bases and naval facilities in- 
cluded in the military program. 

2. Strengthen the economy of Spain to support Spanish participation in the 
contemplated program of United States-Spanish cooperation. 


YUGOSLAVIA 


Yugoslavia today is a symbol of the failure of Soviet imperialism to win and 
hold the support of countries which cherish their independence and are able 
to assert the right to determine their own national policies. As such, Yugo- 
slavia is a continuing challenge to the Soviet Union’s arrogation of supremacy 
in matters of Communist doctrines and policies throughout the world, and 
has made a material contribution to western efforts to reveal to world opinion 
the imperialistic nature of Soviet Communist hegemony. The Yugoslav Army 
is one of the largest in continental Europe and the people are vigorous nation- 
alists, famed for their resistance to foreign aggressors. 

The Yugoslav Government still claims adherence to the doctrines of Marx and 
enforces certain political methods which are contrary to democratic standards 
and western concepts of personal freedom. The MSA defense support program 
has, accordingly, been oriented principally toward the end of improving the effec- 
tiveness of Yugoslav defensive strength, while maintaining an adequate level of 
civilian consumption and investment. 

Yugoslavia is currently spending a larger part of her low national income for 
defense than any other country in non-Soviet Europe. This expenditure, com- 
bined with an ambitious development program and 2 serious droughts during 
the last 8 years, has put a severe strain on her economy. United States assist- 
ance, which is part of a tripartite program involving the coordination of eco- 
nomic policies and grant assistance programs with France and the United 
Kingdom, is, designed to relieve these economic problems, thereby enabling 
Yugoslavia to maintain her defense effort. At the same time, the broadened con- 
tact with the West, the increased resources made available from foreign assist- 
ance, and the Yugoslav Government’s own reexamination of its economic policies, 
have induced the Yugoslav Government to institute a program of economic lib- 
eraliaztion intended to produce economic and social benefits. 

Conscious of her precarious position, Yugoslavia has, over the past few years, 
devoted a larger share of its national product to defense than any other Ku- 
ropean country. The large standing army, and the effort to supply it with ade- 
quate clothing, shelter, food, and arms, constitutes a severe strain upon internal 
resources and requires a large share of total Yugoslav imports. The process of 
building up and modernizing Yugoslav military forces is a long and costly task. 
While the shipment of military end items will insure that the Yugoslav Army 
possesses modern weapons, the fuel, transportation and construction equip 
ment, ammunition, chemicals, and other commodities required to support a well 
equipped defense force must also be secured. This requirement makes it nec- 
essary that Yugoslavia allocate a large share of its imports for defense pur- 
poses, Most articles in'the list of projected raw-material imports will partly be 
used by the armed forces, and, in addition, Yugoslavia plans to import out of 
her current earnings certain equipment needed for the army. While domestic 
expenditures on defense production facilities may decrease somewhat as a result 
of the completion of defense plants in the investment program, expenditures on 
road, airfield, and port construction will be maintained generally at present 
levels. In addition, the present and projected shipment of modern military 
equipment under the United States end-item program is increasing substantial], 
Yugoslavia’s import requirements, for end items as fuel, transport, and chemical 
and steel products, thereby increasing further the defense share of imports. 

Of the total program about twice the amount asked for in foreign assistance 
will be used for defense alone. This means that in addition to taking care of 
the needs of its civilian economy from its own resources, Yugoslavia will still be 
supporting half of the balance of payments impact of the defense program if 
United States aid is granted in the amount requested. 

It does not seem possible to relieve any of the necessary expenditure by cut- 
ting down on civilian consumption. In fact, Yugoslavia has consistently as- 
signed a very low priority to expenditures on consumption and has had the 
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lowest personal consumption consistent with the maintenance of internal sta- 
bility. The drought forced these levels even lower, so that in fiscal year 1954 the 
country will be faced with a sizable deferred demand. Larders of stores and in- 
dividual households must be refilled and lagging production of shoes and clothes 
have left a large void of immediate necessities which cannot be left unfilled much 
longer. 

The large defense effort strategically so important for the United States must 
be regarded as a fixed item with which nothing should interfere. The existing 
debt burden incurred partly to support this defense effort or to mitigate the 
consequences of the two droughts, partly to support a development program 
which is beginning to bear fruit and should soon relieve the strain on the 
balance of payments results in a fixed charge which it will be hard to reduce 
further. These items alone lend a rigidity to a foreign-exchange budget which 
makes pruning very difficult, particularly when shortages and depletion of stocks 
in consequence of the drought are added. Nonetheless, the imports projected 
for fiscal year 1954 have been cut by a large amount. The projected deficit on 
current account with gold and dollar countries is a smaller portion of the 
all-currency deficit than in previous years. It is based on the assumption 
of a good crop and increased production facilities for items formerly imported 
from outside. There is no possible other source from which this deficit can 
be covered. Given the rigidities mentioned above, the proposed aid level would 
leave a large part of desirable imports outside of the projected possible level. 
A further cut would mean unused production facilities, unemployment, and 
instability, and a further reduction in the level of consumption. More im- 
portantly, it would interfere with the defense economy either by Yugoslav 
inability to finish virtually completed defense production facilities or to produce 
supplies for the armed services because of !ack of raw materials, 

It is primarily in this latter area where United States aid will in all proba- 
bility be used. Steel will be needed for defense projects already well toward 
completion; cotton and wool are required to outfit Yugoslav troops; crude oil, 
trucks, tires, and repair parts will be imported for military transport; and 
other basic materials essential for the maintenance of the equipment being 
supplied under the military end-item program will be required. The elimina- 
tion of any of these items would leave a vital need of defense spending uncovered. 
The proposed aid figure is barely enough to cover the most important of these 
requirements. 

Because of the prospective good crop and the advanced stage of some produc- 
tion facilities, the fiscal year 1954 can be the crucial year in which the task begun 
in previous years and interrupted by the drought can be completed. This will 
enable Yugoslavia to keep up its defense spending and minimum consumption 
standards without increasing the debt burden beyond the tolerable level. It 
ean bring the Yugoslav economy much closer to a balanced foreign-exchange 
account than was possible ever before. 


Chairman Currrrrretp. Can you do that? 

General Srewarr. Yes, sir. 

Mr. Javrrs. Mr. Chairman, I would like to ask a question about 
Germany. I notice there is a very small program for Germany. 
Now, does this fit into some kind of a larger program that is under 
some other auspices, the High Commissioner, or otherwise ? 

Mr. FrrzGrratp. This is the only non-end-item program contem- 
plated for Germany in this ¢ ategory. 

Mr. Javrrs. Are we giving Germany any other kinds of aid? 

Mr. FrrzGeratp. No, sir. 

Mr. Javrrs. Either in this program or a program moving direct 
to the High Commission ? 

Mr. FrrzGerarp. No, sir. 

Mr. Woop. This reflects, of course, Mr. Javits, the very remark- 
able economic comeback that has taken place in Germany, originally. 
stimulated of course, by the assistance this country has given ‘and by 
the mutual efforts of the countries in OEEC in increasing trade and 
so forth. It is also due to the perfectly splendid, hard work of the 
people in Germany. 
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The same thing has happened in these other countries. I think it 
is an inspiring thing from the standpoint. of people in this country 
to see how with 1 or 2 exceptions, these countries, which were flat on 
their backs several years ago, are either able to get along without 
anything but military end-item aid, or with very little. We have 
pointed out the very drastic reduction in the size of the aid to Italy. 
They were getting three or four hundred million dollars worth of 
Marshall-plan aid a few years ago. If you look at the aid statistics 
over the past 3 or 4 years, you see a very steep decline, in aid for most 
countries—even in the case of Austria and Greece. In some cases 
aid has dropped to zero. The same thing applies to Germany. 

Chairman Crrrerrtecp. Did you say you wished to go over Greece 
and Turkey, Mr. Wood? 

Mr. Woop. Yes. I thought if the committee had no further discus- 
sion of the countries in western Europe, we might then proceed to 
the near-eastern area. In doing so, I might recall to the committee 
a precedent that has been with us for some years. We have always 
included military end-item funds for Greece and Turkey in title IT, 
which covers the Near East and Africa, and we have always in- 
cluded the defense support or economic funds for those two coun- 
tries in title I. We have continued that system this year. Since the 
great majority of the funds being requested i in this bill for these two 
countries are in the military end-item category, we would beg leave 
to take up Greece and Turkey in title I], and start off if we may, 
with General Stewart. 

Mr. Vorys. Mr. Chairman, before you start on that, I would like 
to inquire about this sheet we have just been handed. It is dated 
May 26, “Status of Present and Proposed Programs,” and it adds up 
to $507 million. I wondered what it was supposed to be a total of. 
I wish you could just take time to identify this sheet. 

Mr. Woon. The foregoing is a summary of the top sheet which 
appears in the section on each country in the book. It is a summary 
for the whole program under the jurisdiction of the Mutual Security 
Agency. 

‘You will notice that in order to get to a total for European-country 
aid, we cover the other items included in that program. 

Why is Indonesia in there? 

Mr. FrrzGeravtp. Because we made shipments there. 

Mr. Woop. We did at one time, Mr. Vorys, have responsibility for 
Indonesia. 

Mr. Vorys. Figuring it mentally there is about $ - billion military, 
and $1.8 billion in the bill nonmilit: ary, and that is $507 million. 

Now is there $1,300,000,000 that mutual security has nothing to do 
with. 

Mr. FrrzGerratp. There is not included in this item the $400 million 
in Indochina. That brings the total up to $907 million. 

Mr. Woop. There is not included either the defense support for 
Formosa or Indochina, nor is the point 4 and special economic aid 
included. 

Mr. Vorys. Then, it is just a total of whatever it is a total of; 
that it? 

Mr. Woop. The total of the European countries for which MSA is 
or has been responsible in the past, plus Indonesia. I am not quite 
sure why Indonesia is in there. 
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Mr. FrrzGeratp. Indonesia is in there because in the past, when 
Indonesia was part of the Dutch area, shipments to Indonesia were 
made from the European program. In order to get the total which 
is shown in our official comptroller’s books, we have to include those 
as past shipments. There is no aid, of course, granted for fiscal year 
1954, 

Mr. Vorys. Then the answer is that this is a sheet for Europe? 

Mr. FrrzGeravp. It is a sheet for Europe. 

Mr. Vorys. Thank you. 

Mr. Woop. Shall we proceed with the military program in Greece, 
then, Mr. Chairman, or do you want to take Turkey first? Greece you 
have up there. . 

General Srewarr. I have in addition to individual countries 3 or 4 
charts summarizing the areas which I would like to show you. 

This chart is No. 37 of the books that you have. 

General Stewart. This shows the items which we have programed 
and which the Congress has previously funded. This is for Iran, 
Greece, and Turkey, the three countries we are discussing under 
title LI. 

In the right-hand column we show the status of those relative to 
shipments. I have more detailed information on each country chart. 
That is more or less the area chart. 

I have the same type of information here in the form of the items we 
propose to procure with the funds we are requesting, for Greece, 
Turkey, and Iran. This is chart No. 38. You will notice that this 
equipment is more or less the same everywhere we go. As we get into 
the more backward countries, we have less heavy artillery and fewer 
heavy and medium tanks. 


Mr. Vorys. Is chart No. 38 a recapitulation of No. 37? 

General Srewarr. No, sir. Chart No. 37 is the fiscal year 1950-53 
program. It sets out what we have done on an area basis. The next 
chart is our proposal for fiscal year 1954, showing general types of 
equipment which we will procure for these countries. 

(A chart was referred to entitled, “Training Program, Near East 
and Africa,” as follows:) 


Department of Defense, MDAP training program, Near East and Africa 


| Total | Army Navy Air Force 


| 
| 
Training in United States Mar. 1:: | | 
Programed fiscal year 1950-53 oul 5, 408 
Completed... . piteneeel 4, 510 
In training Pele cnnn 405 
Programed fiscal year 1954 aks is 1, 157 
Training overseas Mar. 1 
Programed fiscal year 1950-53 : 1, 319 
Completed... a 1,015 | 
In training . vaca 29 
Programmed fiscal year 1954__- S betbanosanten 558 | ; 12 
Status of funds Mar. 31, 1953: Millions Millions Millions 
Total programed fiscal year 1950-53 Leaded $22. 4 $9.2 $2. 4 | 
Obligated..... bie 4 3 a . .¢ 1.6 
Expended m 5. : rf 
Programmed fiscal year 1954 hice : 22. { : 1.2 


| Formal training courses. . 
? Includes 5.7 million for Middle East new countries. 
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General Srewart. This chart is not numbered. It is in the book of 
unclassified charts. It is simply to show you what we have done with 
the money previded by the Congress for training in this area, and 
what we propose to do with the funds we are requesting in fiscal year 
1954. 

Very briefly, we have completed training 4,510 students from these 
3 countries in the United States. We had 405 in training in the United 
States as of March 1, 1953. 

In addition to the training in the United States we have completed 
the training of 1,015 students from those countries in some of our 
overseas installations. We had 29 in training overseas. 

In fiscal year 1954, we propose to train 1,157 as of March 1, 1953, in 
the United States, and 558 at our overseas installations. 

Mr. Vorys. I will ask you a question which might apply to the whole 
area, I thought that the training program was sort of like this, that 
we train upa “cadre who would in turn be able to return to their own 
forces and train others. We have been at it for 6 years in this area 
of Greece and Turkey. It would appear that there is a pretty sub- 
stantial number, 6,000 or so who have been trained. You have a couple 
of thousand or more to be trained out of this program. 

Do we have to train them all, or am I wrong in my understanding of 
the nature of our training ¢ 

General Srewarr. No, sir; you are correct. Our basic policy and 
basic effort is to train men who will return and be instructors in the 
country schools. My training man told me less than a week ago that 
he could see no requirement for training in some of the countries 
beyond fiscal year 1954. 

The spaces here are those indicated by our military assistance ad- 
visory groups as required. I have assumed that they are required and 
we have programed them against their statements. Your statement 
as to our basic intent and policy is absolutely correct, sir. 

Mr, Javits. i notice that you have something down there for the 
Middle East—“new countries.” 

General Stewart. We are taking that up as something entirely new. 
We take it up in connection with the Middle East, but these are the 
old countries—Turkey, Greece, and Iran—that we are talking about 
now. 

Mr. Bentiey. In your last part there, you have $15.7 million that 
have been either expended or obligated and not expended out of a 
total of 22.4. 

Now, going up a little bit further you have for fiscal year 1953, a 
total of about 500 trainees who apparently were programed or never 
completed or are in training, and about 300 overseas. Do you fol- 
low me? 

General Stewart. I think I get your idea. 

Mr. Benriny. I want to know if the number of students originally 
programed but which are not completely trained or in training now, 
they represent the unexpended or unobligated balance of the ‘funds, 
approximately ? 

General Stewart. They are supposed to; yes, sir. 

What happens is, we set up a program of training spaces for a 
country. Then the militar y assistance advisory group in that country 
working with the country authorities starts to fill those spaces. If we 
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do not get them all filled, our program runs behind. Our principal 
trouble in filling them, ine identally, is to get students who can speak 
English well enough to take our courses. 

Some of them get over to this country and for various reasons, such 
as sickness, failure in the course, or disciplinary action, do not com- 
plete the course. A very few of them have died, some in air crashes 
and the like. 

Therefore, the program spaces never will at any given moment 
check up against those trained and in training. It is a continuous 
process. 

We are showing in the fiscal statement which you will get in several 
days or whenever it is scheduled, certain funds that have been made 
available for training which we state can be applied against the total 
fiscal year 1954 request for funds. 

In other words, there will be some savings in these training funds. 

Mr. Bentiey. In other words, a difference between the 15.7, right 
there, the balance there, you say it is 6.7 or something like that, that 
that would be applied against the 22.5? 

General Srewarr. It probably will not be that much because of 
certain things in the mill but that is exactly the idea. There are 
some savings coming up in training funds. 

We tried when we put these figures up here to find somebody who 
could balance them, but they simply will not add up. It is something 
that is moving. 

T can now go, sir, to Greece. 

I have here for Greece exactly the same form of a chart a T have 
had for the other countries and they are numbered 40 and 39 

(Discussion off the record.) 

General Srewarr. The chart shows by categories the number of 
items that have been shipped from the approved and funded pro- 
grams, the number of those same items remaining to be shipped from 
approved and funded programs, and the items we have on the pro- 
posed program for 1954. 

We have at the bottom of the chart the spaces that have been given 
to the military assistance advisory group for training. 

(Discussion off the record.) 

General Srewarr. On this chart [indicating] we show the true 
basis of the support which we are giving Greece. Separate companies, 
battalions, and so forth are expressed in terms of fractional divisions 
to simplify the presentation. 

(Discussion off the record.) 

Mr. Smirn. What is the situation wtih reference to conscription? 
Do they conscript the men for the armed services over there? 

General Stewart. I have that information, sir. Can I get that for 
you a little later? I have it in the country statement. 

Mr. Smrrn. Surely. 

General Srewarr. They have conscription, and they are author- 
ized to keep them in the service for 24 months and they actually do 
keep them for 24 months. 

The Navy, 27 months to 30 months. 

Chairman Currerrieip. Mr. Fulton, did you want to ask a question? 

Mr. Fcuron. Are these figures made up prior to or subsequent to 
the Mutual Defense Agreement between Greece, Turkey, and Yugo- 
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slaviat If they are made up prior to the signing of that pact, what 
impact has that pact had on these figures and how has it been 
changed? Thirdly, what integration has there been of the forces of 
Greece, with those of Turkey and Yugoslavia since the pact? What 
has been programed on integration among Yugoslavia, Greece, and 
Turkey so there is no over lapping ? 

General Srewarr. The fiscal 1950-53 programs were, of course, 
made up before the signing of the pact. The proposed 1954 program 
has been made up since the signing of the pact. Insofar as this 
particular program is concerned, the pact has had no effect. 

We are supporting certain forces in each of these countries, and 
there has been no weight given to the fact that Greece, Turkey, and 
Yugoslavia now have an agreement of friendship in the develop- , 
ment of these programs. 

Mr. Fuuron. My next question is, why is there not integration in 
this area, in order that there will be no overlapping, and in order that 
the countries of Greece and Turkey can keep a watch on the third 
recipient, Yugoslavia ? 

General Srewart. I would call on the State Department for that, 
if I may, sir. 

Mr. Woop. We have the Acting Assistant Secretary of State for 
the Near East and Africa here, Mr. Fulton, Mr. Jernegan, whom we 
had intended to offer to the committee—I will not say offer up as 
: sacrifice to the committee—to discuss just such questions. He would 
be glad, I am sure, to discuss it now or to do so later depending upon 
the wishes of the committee. 

Mr. Fuuron. I will limit the question, then, to this witness. 

For military purposes, would it not be better that there be further 
integration of the programing with Greece, Turkey, and Yugoslavia? 

General Srewarr. Yes, sir; there is always an advantage if we 
can balance the requirements of adjoining and mutually supporting 
countries. 

Mr. Fuuron. And especially when these three countries have now 
entered into their own mutual assistance pact, for their own defense. 

General Srewarr. Yes, sir. It would be a stronger program if 
ach were tied together. 

Mr. Futron. Can you tell us directly of your own experience why 
the proposed program is not tied together on military figures, es- 
pecially to Yugoslavia ? 

General Srewarr. I can tell you what I know, simply from reading 
a large number of cables on it and hearing discussions. As you 
know, this agreement between Yugoslavia and the other two coun- 
tries is of fairly recent date, and Yugoslavia is being gradually 
brought into dealing with ourselves and other countries as normal 
people deal. I think there is a development there both politically, 
economically, and militarily, that is moving in the direction we wish 
: to move, but I do not believe it has reached the stage where you 

‘an tie them down to the kind of an area combination that I believe 
you have in mind, sir. We can effect it only to a certain extent. 

’ Mr. Furron. Then, do I understand the inference from your re- 
marks that Yugoslavia, in its aid, is not integrated either with Greece, 
Turkey, nor with any of the NATO countries; that the assistance to 
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Yugoslavia is separate and apart, without any supervision, and with 
no integration whatever, because they will not let us have it? 

General Srewart. The aid we give Yugoslavia has no coordinat- 
ing authority such as that applied ¢ to the NATO countries of Europe 
by the MAD (Military Assistance Division) of General Handy’s 
headquarters. We deal directly with Yugoslavia since Yugoslavia is 
not in NATO. 

Mr. Fvurron. Would it not be better if we had more coordination 
of Yugoslavia aid, with the other NATO countries so that it then 
becomes a much more integrated program ? 

General Stewart. From a military point of view it would certainly 
be an advantage to have them tied in. I understand just by general 
information— 

Mr. Fuuron. Your comment in answer to our question mentioned a 
political basis. I would not like yon to comment politically when 
you previously had yourself disqu: alified on this basis. I believe you 
should restrict your comment solely to a military judgment. 

On military judgment, would it make a better program to have it 
integrated among Yugoslavia, Greece, and Turkey, as an area problem ? 

General Srewart. It would, sir. 

Mr. Fuuron. If the same Yugoslav program were integrated mili- 
tarily with the NATO countries so that it was an integrated, planned, 
rounded program, that too would be better militarily, would it not? 

General Stewart. It would, sir. 

What we give Yugoslavia is based on the support of certain Yugo- 
slav forces. Those forces have been very carefully evaluated as to 
the military contribution they might make in the event of a war in 
Europe, by our own Joint Chiefs of Staff. It is not by any means a 
haphazard program where we just throw it in. It is a definite force 
designed to do a definite thing, sir. 

Mr. Futron. Then the question is between what is probably a good 
approach and what might be a better approach militarily. 

General Srpwarr. Yes, siz 

Mr. Fuuron. As to the coordinated approach, militarily, would the 
coordinated approach with Yugoslavia be better? 

General Srewart. Yes, sir. 

Mrs. Ketxiy. Will the gentleman yield? 

Chairman Currrerrietp. May I say something? We have the Near 
East, Turkey, and Greece. We do not want to lose a day, but we 

cannot spend all the time on Yugoslavia, and I say that as graciously 
as I know how. I hope we will confine our questions as much as we 
can because if we lose a day here we are going to lose a day next week. 
The General and Dr. FitzGerald will talk to you for a half hour before 
the meeting, and Mr. Fulton, we will be happy to have you there, too. 

Mr. Vorys wants to ask one more question on Greece, is that right, 
or make a comment ? 

(Discussion off the record.) 

Mr. Vorys. The footnote says, “Total based on unrounded figures.” 

Mr. Woop, With respect to Mr. Vorys’ question, I think that ac- 
count must be taken of the different missions of the French forces and 
the Greek forces, the different level of costs in France and Greece, and 
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of the fact the French are carrying on, as the Greeks are not, a $1.4 
billion war in Indochina. 

I think we must take into account some of these considerations in 
any such comparisons when they are made. 

Mr. Vorys. Take in any consideration you please, we are getting 
awfully expensive forces in France. 

Chairman CurrerFrieLp. Do you care to proceed with Turkey, now ? 

Mrs. Boron. We would like to know why we are giving so much 
military aid in Iran. 

Chairman CurrerrieLp. I am trying to proceed just as quickly as 
I can. 

General Stewart. These charts are 44 and 43, and they are set up 
exactly the same way. 

(Discussion off the record.) 

Mrs. Botton. May I ask how they are shipped and where from? 
Are they shipped from this country to Turkey # 

General Srewarr. Yes, ma’am. Practically everything that has 
gone to Turkey has come from this country. I believe a little ammuni- 
tion was bought in Europe, so far. 

Mrs. Borron. In what bottoms ? 

General Srewart. We are required by the law, as you know, to ship 
50 percent in American bottoms. Actually, we have been shipping 
considerably more than that, because the other countries have not evi 
denced any great enthusiasm about coming over with their ships and 
taking this equipment away. 

Mrs. Bouton. The Greeks do not do it in their own ships? 

General Srewarr. I have not at my finger tips the exact shipments 
to Greece. I think I can get them. But as a general rule we can stir 
very little enthusiasm for them to come and get this equipment. 

Now, the reason for that is that the title passes, in the event they 
come for it themselves, when the equipment is lowered aboard their 
ship. If we deliver it, title passes at the end of the hook on the far side. 

Mrs. Bouron. That being the case, do they pay the freight when 
they come and get it? 

General Stewart. Yes. We turn it over to them or an agency dock- 
side. If they move it themselves, then the general reaction is, “Since 
we have saved you the shipping charge, our materiel program should 
be increased just that much,” and we do not gain anything by it. They 
do not have much enthusiasm for doing it. We have offered m: uy 
times to many countries the opportunity to do it, but they do not pro- 
vide shipping. 

Mrs. Bouron. Thank you. 

General Srewarr. Translated into items we have the usual data 
here as to quantities shipped, and those which remain to be shipped 
from the approved program and our proposal for the 1954 program of 
the same items, in the event we are given the money we request. 

At the bottom of the sheet is the same type of information as to 
personnel that we have trained, the number we have in training and 
the number we propose to train with fiscal year 1954 funds. 
(Discussion off the record.) 
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STATEMENT OF CAPT. W. S. RODIMON, UNITED STATES NAVY, 
FOREIGN MILITARY AID BRANCH, MATERIAL CONTROL DIVI- 
SION, OFFICE OF CHIEF OF NAVAL OPERATIONS 


Captain Roprwon. In this particular commitment of vessels, all 
types of ships are included, including a very old cruiser. 

They have many units which they received from Great Britain that 
are not combatant or battle worthy. 

Mr. Vorys. It says here that they are on loan. Is that not some- 
thing new ? 

Captain Ropraon. Legislation has been drafted on the one sub- 
marine that is proposed for loan for 1954. 

Mr. Vorys. What would be the explanation of a loan of one ship? 

Captain Roprwon. The reason for the loan instead of a transfer is 
that we do not have any submarines excess to our own needs. Fur- 
thermore, we do not have the funds sufficient to manufacture a sub- 
marine and also it would take a matter of an additional 2 years to 
make it available. But this submarine will be one that is taken 
from our reserve fleet. 

General Stewart. As I understand it, Mr. Chairman, we thereby 
get a submarine in actual service in a friendly country which other- 
wise would remain in mothballs in this country. We retain the title 
to it. 

Mr. Vorys. It sounds all right to me but that is lend-leasing, and 
I think we may run afoul of the Armed Services Committee. They 
have always been jittery of disposing of any of our ships except by 
law. It sounds like a good idea to me. 


Captain Roprmmon. This is being covered in legislation, sir. 
General Srewarr. And all previous ones have been so covered; 
have they not? 


STATEMENT OF SAMUEL EFRON, ASSISTANT GENERAL COUNSEL, 
DEPARTMENT OF DEFENSE 


Mr. Erron. Public Law 3 provides that any disposition must be 
covered by specific legislation. 

Mr. Bentiey. Was that specifically designed to replace the sub- 
marine that was lost a few months ago? 

Captain Roprmon. No; it is not. 

(Discussion off the record. ) 

Mrs. Bouton. General, may I ask you a question? Do the Turkish 
boys come to this country for their training in flying? 

(Discussion off the record. ) 

Mrs. Boiron. And the Greeks the same way? 


STATEMENT OF LT. COL. DANIEL D. DUFF, OFFICE OF ASSISTANT 
FOR MUTUAL SECURITY, UNITED STATES AIR FORCE 


Colonel Durr. Yes, ma’am, they train their own. 

Mrs. Bouton. And those who come to this country, do they speak 
enough English ? 

Colonel Durr. Yes, ma’am. 

General Stewart. That completes the two charts on Turkey. 

Mr. Woop. I would suggest that Dr. FitzGerald finish up the pic- 
ture on the economic situation in Turkey. 

Mrs. Boiron. I thought we had finished that. 

Mr. Woop. No; we have not. 
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Mr. FirzGeravp. In the case of Greece we do not have any wall 
charts but the charts and tables are in this book, as you will see from 
the tables, our supply position on Greece is the aa through 
March 31 of this year, $664,600,000. To be shipped, $109,300,000. 
The program for the next year contemplated $20 million. 

Greek defense expenditures are now running a little over $200 mil- 
lion a year. 

Mrs. Boiron. Machinery and vehicles. What types are you send- 
ing over there? Just more big machines to stand on the docks? 

Mr. FrrzGeravp. No; this is small equipment and particularly re- 
placement parts. 

Mrs. Boiron. For what type of equipment ? 

Mr. FirzGeravp. For the machinery that they have imported over 
the last 4 or 5 years. 

Mrs. Bouron. What kind of machinery; farm machinery ¢ 

Mr. FrrzGreratp. Farm machinery and road-building machinery. 

Mrs. Bouron. Are you sure it is being used ? 

Mr. Frrzcrraup. Our advice is that most of the machinery now 
in Greece is being effectively used. ‘There is still some machinery 
that was shipped in under the UNRRA program, and some under the 
interim-aid program that is still not being effectively used. 

Mrs. Bouron. Then, why ship in any more until it is? 

Mr. Firzeeraup. We are not shipping in any more machinery of 
the kind, or spare parts for the kind of machinery that is not being 
effectively a. 

Mrs. Borren. Would it be a good idea to junk the rest into our 
junk piles? 

Mr. FirzGrravp. We are planning on moving some of that ma- 
chinery into other areas of the Near East. 

Mrs. Boiron. I saw it on the docks in 1944, 1945, and 1947. It 
has been a long time since then. 

Chairman Currerriecp. Did you say part of this was farm 
machinery ¢ 

Mr. FrrzGerrarp. Yes, sir. 

Chairman CurperrieLp. Is that defense support ? 

Mr. FrrzGrravp. Yes; I believe it is. 

Turning again to the defense-expenditures chart which is in this 
book, the total oe expenditures of Greece are running a little over 
$200 million a yea 

Mr. Feskinniens Most of that is for personnel in the relatively 
large Military Establishment which General Stewart has previously 
mentioned. ‘Another major portion of it is used for operations. 
Very little, if any, is used for the production of major materiel in 
Greece. The only item of any consequence produced in Greece for the 
Greek forces through Greek defense expenditures is a small quantity 
of ammunition which they can and are producing. 

The central government finances of Greece are shown on the next 
chart. 

I think one very encouraging development has been the decline in 
the Greek Government deficit which in 1950 and 1951 amounted to 
$150 million taking into account counterpart releases, or nearly 30 
percent, and which was a major contributor to the inflationary spiral 
which has been going on in Greece for lo, these many years. 

Mrs. Bouron. Their deficit financing is growing less, is it? 
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Mr. FrxzGeracp. Their deficit financing as you will note from that 
chart, Mrs. Bolton, in 1953 amounts to probably only 5 or 6 percent 
and in fiscal year 1954 is estimated at even less than that. 

Mrs. Bouron. Which means the country is progressing. 

Mr. FrrzGeratp. The country is making very substantial and in 
fact I think very spectacular progress, 

Mr. Vorys. Do they have their drachma in line yet? 

Mr. FirzGeratp. They devalued it from 15,000 to the dollar to 
30,000 to the dollar about 6 weeks ago. 

Mr. Vorys. Can they hold it there, do you think? 

Mr. FrrzGeravp. If they will maintain internal stability, if they 
will limit their commercial credit and otherwise maintain a strong in- 
ternal economy. If so, it is our considered opinion they can maintain 
it there. 

The price level in Greece has been stable now for 12 to 15 months. 
In fact, there has been a decline in internal prices in Greece during 
the last year. We have the Greek Government which used to sell 
gold sovereigns into the economy, and it has now in fact purchased 
from previous owners some 40,000 or 50,000 gold sovereigns during the 
last 12 months. 

The significant fact regarding the Greek economy is the progress 
toward stabilization which has increased in the last 10 or 15 months. 

Two years ago in fiscal year 1952, the aid for Greece was $179 
million. 

(Discussion off the record.) 

Mrs. Bouton. What about the children who were carried off into 
Yugoslavia? Have all the kidnaped children been repatriated ? 


Mr. Woop. Do you know that, Mr. Jernegan or Mr. Martin? 


STATEMENT OF JOHN D. JERNEGAN, ACTING ASSISTANT SECRE- 
TARY OF STATE FOR NEAR EASTERN, SOUTH ASIAN, AND 
AFRICAN AFFAIRS 


Mr. Jernecan. I am quite sure not all of them have been re- 
patriated. 

Mrs. Bouron. Could you give us the numbers? 

Mr. JerNEGAN. Yes, ma’am. 

Mrs. Bouron. What is the situation in the work for the homeless 
in Greece? Who has taken it over? Who is being responsible for 
those who are homeless, living still in caves and so on? 

Mr. FirzGrratp. The Greek Government, Mrs. Bolton, is respon- 
sible for the program of dwelling reconstruction. 

Mrs. Bouton. I understand also that there are private organiza- 
tions who are attempting to do something, that there is some kind of 
American committee trying to correlate those and do something. 

Mr. Woop. The war relief and other societies have been active. 

Mrs. Bouton. I have been trying to get information about two 
individuals and have been shunted about somewhat which makes me 
question, what, if anything, is being done. 

Mr. Woop. In the discussion of the multilateral programs, including 
the Intergovernmental Committee for European Migrants, that mat- 
ter will be taken up. We will have a most adequate witness. 

Mrs. Bouron. Will you make a note that I would like to have him 
cover that? 
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Mr. Woop... We will do so. 

Mrs. Bouron. Thank you. 

The evaluation team on Greece report that physical goods shipped 
into Greece have been used w: astefully. What information can you 
give us on that, if that is an accurate statement according to your 
advices, and if so, what corrective measures have been taken? 

Mr. FrrzGrraxp. I think the statement is correct with respect to 
previous earlier, much earlier shipments of commodities to Greece. 

There have been a number of steps taken to correct the supply sit- 
uation during the last year, the first of which was a complete survey 
by a representative of the United States Bureau of the Budget, Mr. 
Mullins, who went to Greece last summer and spent 4 months there 
making a complete inventory of all Government-owned stocks in all 
its several hundred warehouses. 

Subsequent to the making of that survey and the making of certain 
recommendations to the Greek Government, the Greek Government 
has appointed a leading and apparently very able citizen to revise 
and modernize the whole system by which the Greek Government 
purchases, maintains, and distributes its spare parts, and stocks of 
various kinds. 

We are now in the process of recruiting an American management 
engineer who will go to Greece as an adviser to this Greek citizen who 
has been put in charge of revising and revamping the Greek procure- 
ment services, if you would like to call them that. 

Mrs. Bouron. Have you had any joint meetings with this evalua- 
tion group that went to Greece? 

Mr. FrrzGeratp. Yes, we have, Mrs. Bolton. 

Mrs. Bouron. Have you compromised or settled this question with 
them so that we could have an answer which would give us the com- 
bined opinion of both of you? 

Mr. FrrzGerawp. I believe that the evaluation team will advise you 
that as far as the supply and management situation is concerned, that 
they are now of the opinion that the proper steps have been taken to 
correct the previous lack of management and looseness of manage- 
ment and that while it will take some months to make that program 
effective, they are now satisfied that the correct measures have been 
started. The result, of course, would take some months. 

Mrs. Bourton. You have been at it so long and I do most certainly 
hope that remedial measures are going to be taken to end the wasteful- 
ness that has prevailed. 

Mr. FrrzGeratp. Among the things we have done in the last year, 

: Mrs. Bolton, we have not authorized import of any commodities or 

stocks for Government use or distribution, until we have been advised 
by the Greek Government and our mission that a spot survey of stocks 
in Greece shows that none of the particular spare parts or items being 
requested at this time are available. 

That does not mean that there are not lots of other stocks available. 

Mrs. Bouron. How long has that been in effect? 

Mr. FrrzGrravp. That has been in effect about 8 months. 

Mrs. Bouton. It is just beginning to show some results, perhaps? 

Mr. FrrzGeratp. We have refused a considerable number of re- 
quests of the Greek Government for authorizations to import ma- 

chinery and spare parts, because neither the Greek Government nor our 
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mission was prepared to say that they did not have some of those 
squirreled away somewhere. 

Chairman Curperriecp. Mr. Smith 

Mr. Smrru. Doctor, do we have a record of the Greek ships owned 
by Greek nationals? 

Mr. FrrzGerarp. I am sure that we do, sir. I do not have.it here. 

Mr. Smrrn. Can you supply that? 

Mr. FrrzGreratp. We can supply it. 

Mr. Smirn. If you will, please, and at the same time perhaps you 
might supply the information as to whether or not these ships are 
actually registered under the Greek flag or under some other flag. 

Mr. FrrzGrraup. I know they are Tegister ed under a number of 
other flags. 

Mr. Smrru. And those countries upon which that registry is at- 
tached, please. 

(The information requested is as follows :) 

It is our understanding that approximately 900 ships are owned or controlled 
in whole or in part by Greek citizens. About 224 of these ships are under 
Greek flag. 

Approximately 168 ships in part owned or controlled by Greek nationals are 
under United States flag. United States law prohibits noncitizens owning United 
States-flag vessels, but does not preclude foreign minority participation in cor- 
porations owning United States-flag vessels. 

Greek national are said to own or control in whole or in part some 166 vessels 
under United Kingdom flag or British Empire flag, and some 248 under Pana- 
manian flag. The balance are under flags of other countries. 


Mr. Sarrn. There i . a report here that a great many of the ship- 
owners are living in New York City. Are. they subject to Greek 


taxation ¢ 

Mr. FrrzGerrarp. I believe not, sir. 

Mrs. Borron. If not, why not ¢ 

Mr. FirzGrrap. I suppose it is somewhat like an American citi- 
zen who lives abroad is not subject to our taxation. 

Mr. Woop. This has been a sore point, as you know. I cannot give 
you all the details and perhaps you would want some further testi- 
mony on this. I do not know that the Greek Government which is 
now in office has taken a considerable number of steps to try to bring 
under the control of the Greek economy some of the earnings from 
ships which are owned by Greeks. I think they have had some 
success. 

I am satisfied from what I have seen that they are making a very 
strong and on the whole—at least in part—successful effort to amel- 
jorate these conditions, which, as you know, have meant a considerable 
escape from Greek taxation of earnings of Greeks who live outside 
Greece. It is not always easy, particularly if these ships never call at 
a Greek port, to get your hands on the earnings of these people. 

Mr. Smirn. I am wondering if we could have a short brief state- 
ment on what that taxation situation is. 

Mr. Woop. We would be glad to give you a report on that, Mr. 
Smith, and put it into this record. 

Mr. Suirx. Thank you. 

That is all, Mr. Chairman. 

(The information requested is as follows :) 

To the extent that Greek nationals residing in this country own vessels operat- 


ing under the Greek flag, they are subject to Greek tax laws. After the war, 
when the Greek merchant marine had been drastically depleted, the United 
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States Government sold 107 ships (including 98 Liberty ships, 2 coastal vessels, 
and 7 T-2 tankers) to Greek nationals on condition that they would be operated 
under the Greek flag and subject to all applicable Greek taxes. In February 
1950, with the encouragement of the Economic Cooperation Administration, the 
Greek Government enacted an emergency law designed to collect revenues that 
were overdue on Greek-flag shipping operations, with severe penalty clauses for 
nonpayment. The law in effect retroactively substituted a deadweight-tonnage 
tax in place of income taxes that had accrued and not been paid during the 
preceding few years, provided a deadline for the payment of the new tax, and 
required the Greek Government officials to direct Greek consuls throughout the 
world to refuse clearance to any Greek-flag vessels whose owners had failed to 
pay the tax by the specified deadline. The new tax was not paid by the deadline 
specified, the sanctions of the statute were thereupon invoked, and these Greek- 
flag vessels were confined in various ports throughout the world. A compromise 
settlement was then worked out between the Greek Government and the ship- 
owners which required the payment by the shipowners of $10 million (to be 
paid in pounds sterling and dollars). This amount was paid in full during the 
period 1950 to 1952. Greek-flag shipowners (including those living from time 
to time in the United States) paid an additional $13,220,000 of taxes to the 
ae ae cana the ¢ Greek fisc al a 1952, and have paid an additional 


It is not believed that ‘Greek nations us ove live in New York City pay any 
Greek taxes on vessels which they own or control and which are registered under 
the flags of countries other than Greece. Charter A, article Il, of the Greek 
Income Tax Code provides for the imposition of a tax on “incomes derived 
anywhere from the exploitation of Greek ships.” We understand that the term 
“Greek ships’ is construed by the Greek Government as covering only Greek-flag 
ships. 


Chairman Currerrietp. You may proceed, Doctor. 

Mr. Woop. Mr. FitzGerald can brief the Turkish situation. 

Mr. Vorys. I have one question that applies to Greece and Turkey. 
I thought Greece and Turkey were low men on the totem pole as far 


as per capita income was concerned, of the whole NATO structure. 
Is that correct? 

Mr. FirzGeravp. Portugal is the lowest. Turkey is second lowest, 
with $216 estimated for 1953-54 gross national product per capita; 
Greece $309; Italy $362, and from then on up. 

The status of the supply program for Turkey, Mr. Chairman, is 
again shown on the standard table. 

Shipments to March of this year, $210.4 million. To be shipped, 
$67.1 million. And, proposed program for fiscal year 1954, $50 
million. 

Mrs. Borron. May I ask a question there, Mr. Chairman: Is 
Turkey still manufacturing opiates ? 

Mr. FirzGrraup. Yes. 

Mrs. Bouron. Are they all regulated as they used to be, under the 
international agreement ? 

Mr. FrrzGerarp. Yes. 

Mrs. Boron. Is there very much of the illicit manufacture now? 

Mr. FrrzGrrap. It is my opinion there is some. I could check this 
with the Bureau of Narcotics, if you wish. 

Mrs. Bouton. I would like a statement on that if I may have it. 

Mr. FrrzGrratp. We have worked very closely with the Bureau. 

(The information requested is as follows :) 

As to Congresswoman Bolton’s questions regarding the manufacture of opiates 
in Turkey, the following answers have heen developed in consultation with Mr. 
Cunningham, Acting Commissioner of Narcotics, Treasury Department, in Mr. 
Anslinger’s absence. 

1. Is Turkey still manufacturing opiates? 

Answer: There is no legal manufacture of finished narcotics such as heroin 
in Turkey. The Jegal production is entirely of crude opium. 

33064—53——-46 
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2. Are they all regulated as they used to be, under the international agreement? 

Answer: Turkey still adheres to the International Limitation Convention of 
1931 at which time some 67 countries set up controls. Since that time several 
international meetings have been held to further develop controls to take care of 
changed conditions. 

3. Is there very much of the illicit manufacture now? 

Answer: The crude opium delivered to the Government is kept under strict 
control and there has been no question as to the efficacy of this control once the 
material was in Turkish Government hands. There is, however, a considerable 
quantity of crude opium estimated at about 15 percent of the total crop, which 
is sold by the farmers illegally and processed in a great number of small factories 
into various kinds of finished narcotics, mainly heroin, Pending legislation, if 
passed, would tend to tighten up the system of collections thereby decreasing the 
clandestine traffic. 

The Turkish delegate to the recent meeting of the United Nations Commission 
on Narcotic Drugs informed the other delegates of the Turkish Government's 
increasing efforts to prevent illicit traffic, both in Turkey and the international! 
field. The success of the efforts of the Turkish police has been demonstrated 
since 1951 by the diminishing quantities of raw opium and heroin seized. The 
new law will provide increasingly severe punishment by fines and imprisonment, 
including life imprisonment and even death. 

In addition, another bill to be submitted shortly to the Turkish Assembly 
provides for a further limitation of the area in which the opium poppy can be 
cultivated, strict control of its production, prohibition of the cultivation of 
Indian hemp and control of the cultivation of other varieties of hemp. The bill 
is also intended to increase the effectiveness of the existing administrative judi- 
cial and health measures, 

Mr. Anslinger, Commissioner of Narcotics has been in constant touch with the 
Turkish Government in regard to these new laws. 


Mr. Vorys. What sort of machinery and vehicles are you going to 
send to Turkey in fiscal year 1954 program ? 

Mr. FrrzGeravp. The machinery and equipment will be: (1) Farm 
machinery, (2) road-building equipment, and (3) some equipment for 
industrial plants. 

Mr. Vorys. What kind of farm machinery ? 

Mr. FirzGerarp. Tractors, some combines, plows, and general lines 
of farm machinery. 

Chairman Currerrimip. Can you separate those amounts for that 
kind of equipment ? 

Mr. FirzGeravp. Yes, indeed. 

(The information requested is as follows :) 


Breakdown of illustrative fiscal year 1954 program for machinery and vehicles 
for Turkey 
Value 


: s (millions of 
Tupe and kind of machinery and vehicles dollars) 


Roadbuilding and construction machinery for the building of roads, air- 
ports, harbors and other public works 

Mining equipment 

Electrical power equipment______ eateicaheeivemniirspedininertanentildinnes Ei cinchiateiiniaaesel Ratan 

Oil drilling equipment 

Machine tools for artillery shell production for Turkish arsenal 

Powdermaking machinery for the above 

Brass mill machinery for the above 

Railroad equipment 

Grain elevators, handling, and cleaning equipment for grain storage____ 

DR i dae ates cesta eee pele epee Scie ase linrare neem nails 

Combines 

Seeding equipment 

Spare parts for agricultural equipment 


_ 
POD NEN ONE yw 


A%wsooooorooa 


an 
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Mr. FrrzGeraxp. I do not believe that you will find any place in 
the program where more effective use has been made of farm ma- 
chinery that has been shipped abroad than has been the case in Turkey. 
Turkey i is not a country of small farms, as you gentlemen know. ‘The 
acreages are relatively large. The land is level and adapted to the 
use of farm machinery and equipment. It has had the effect of 
increasing agricultural production by 50 percent. 

Chairman Cuirerrietp. The UNRRA program and the Marshall 
plan are over, period, as far as I am concerned. If you want to call 
this point 4 program, that is something else. 

Mr. FrrzGeratp. Every penny, sir, of the counterpart which the 
Turks have to deposit in the special account as the local equivalent of 
the dollars to buy farm machinery, is used as part of the defense 
expenditures in Turkey and increases the funds available for troop 
pay, for construction, for other materiel-defense costs in Turkey 
itself. 

There are other things, sir. One is the evaluation team. In talking 
about the Turkish program, they were very complimentary about the 
results of the agricultural program in Turkey, and it was represented 
in part by these shipments of machinery. 

Chairman CurrerFIeLp. We pick up the check for balance of pay- 
ments and they do not have to use it for some other purpose. We 
have been through that matter year after year here. They call it 
by a different name other than pure economic aid. They call it defense 
support, and because we give them some economic aid, then they will 
have more money for their support—I just do not see it myself and 
I am going to do everything I can to eliminate it and I will tell you 
that. 

Mr. Woop. Mr. Chairman, at the risk of differing with a good 
friend of mine, I would just like to point out, if I may, that the very 
fact that Turkish agricultural production has risen as it has, partly 
due to the import of agricultural machinery, makes it possible—and 
they otherwise would not be able to do so—for the Turks to support 
the size military force that they have in Turkey today. It is in 
that sense—you may be right and I may be wrong—but it is in that 
sense that I firmly believe that this sort of assistance to Turkey can 
honestly and properly be called defense support. Without it, it 
would have been impossible for the Turks to support their present 
defense effort. 

Now, there is no intent, here, to cover anything up. There is no 
intent to imply that this sort of thing goes directly into the manu- 
facture of shells or guns or anything of ‘that sort, but it is an important 
element in the total strength of that country. Without it they would 
never be able to carry their burden of defense. 

Excuse me for breaking in, sir. 

Chairman CurrrrrrecD. But, Mr. Wood, you could say that about 
anything, except luxuries. It is pretty farfetched, I think, in my 
opinion. I am not going to labor the point. I will labor it later 
on when we are in executive session, marking up the bill. 

Proceed, Doctor. 

Mr. FrrzGeravtp. The Turkish defense expenditures to which Mr. 
Wood just made reference, are running at the rate of around $300 
million a year—$291 million is the estimate of the Turkish defense 
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expenditures for fiscal year 1953, compared to $236 million in fiscal 
year 1950. Without repeating Mr. Wood’s most able statement, | 
would again like to point to the chart on central government finances 
which shows also the increase in Government revenue from something 
like $500 million in fiseal year 1950, to $800 million in fiscal year 1954, 
which reflects in part the increase in total gross national output in 
Turkey, and has permitted the Turkish Government to maintain an 
expanding defense establishment. 

To pay all the costs of that defense establishment, except for a sub- 
stantial volume of military end item equipment which General Stew- 
art indicated it was proposed to be furnished. As Mr. Vorys indi- 
cated earlier, in Turkey and Greece is where we probably get the 
most for our money in the way of well-equipped soldiers with high 
morale, of anywhere in Western Europe. 

The proposed program for fiscal year 1954 is $50 million. This 
represents a decline from fiscal year 1953, though not as large as in 
most other European countries. Again, the reason is that the Turkish 
economy is thin. Its ability to support in the future the military 
establishment which is now being developed and being supplied 
largely with our end items demands a substantial increase in the gross 
national product of that country, or else, on the other hand, a con- 
tinued furnishing of military equipment from the United States 
over an indefinite period. 

It is our belief, sir, that it is much more desirable to encourage and 
assist the Turkish Government so that it in due course can take over 
the cost of financing and maintaining its military establishment, 
than for us to continue to anticipate furnishing end items to that 
country indefinitely. 

In the case of Turkey, I think it should be noted, however, that 
with the large military program, the large military establishment 
there, that the end item equipment will need to come from the United 
States for some little time, at best. 

Mrs. Boron. Is the money that has gone into the building of the 
new hotel in Istanbul, American or Turkish money ? 

Mr. FrrzGeravp. That is Turkish money. 

That hotel is being built by the Turks and leased to the American 
operator. 

In all instances, Mr. Chairman, we have not included in the list 
of items everything that will be shipped, but only the major items, 
so quite frequently the sum of the major items does not add up 
to the total. 

We could give you the rest of the detail, which is all small, if you 
would like it, sir. 

Chairman Cuirerrieip. Mrs. Bolton, did you want to take up Iran? 

Mrs. Bouron. Well, it is part of the area and if the General is not 
coming back, I think it is too bad to proceed without it. 

Mr. Woop. We believe it would be useful to have Mr. Jernegan, 
Acting Assistant Secretary in the State Department, give you the 
political background of the middle eastern situation, and then we 
can go on with General Stewart immediately thereafter with the de- 
tails of these military programs. 

If the committee will permit, I would like to call on Mr. Jernegan to 
describe the political situation in this area as it relates to this program. 
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Chairman Currerrieitp. Mrs. Bolton, is that satisfactory to you? 
Mrs. Bouron. Whatever is the wish of the committee, Mr. Chair- 
man. 

Mr. Jernvean. I have a prepared statement which I think has been 
distributed to the committee. 

(Program for military assistance for Near East and Africa, fiscal 
year 1954.) 

Mr. Jernecan. The military aid requested for the Near East and 
Africa amounts to a total of $425 million, this amount to be made 
available for Greece, Turkey, and Iran and for “other military assist- 
ance in the area of the Near East and Africa.” 

If the sum requested is made available, it is the intention of the 
executive branch to utilize a specific sum for Greece, Turkey, and Iran 
and the remaining for other countries. We propose that any country 
of the area which joins a regional defense organization of which the 
United States has become a member will by virtue of that act become 
eligible for grant military assistance. 

In addition, we propose that countries may be found eligible for 
military assistance by the President on the same basis as provided in 
section 202 of the present act. 

With respect to the amounts intended for Greece, Turkey, and Iran, 
it is proposed to continue the established programs in these countries 
which have been fully discussed with the committee in the past. Ques- 
tions as to the details of these programs involve military considerations 
which can best be discussed by representatives of the Department of 
Defense. 

(Discussion off the record.) 

Mr. Jernecan. United States training and equipment programed 
is essential to help them accomplish the improvements which they 
would otherwise be unable to afford. The morale and effectiveness of 
Greek and Turkish armed forces are high, as has been reflected by 
their expeditions iry forces in Korea, and they represent an integral 
part of the NATO defenses as the buttress of the strategic ally im- 
portant southeast flank. In addition, due to the development of close 
friendly relations and their mutual interest in the defense of the 
Balkans, the Greeks and Turks have initiated defense discussions with 
the Yugoslavs. 

In the view of the Department of State, the continuation of the 
Iranian program is important. This program has been and continues 
to be directed primarily toward the development of forces for in- 
ternal security purposes. In the present troubled situation in Iran, 
we feel, that measures designed to contribute to stability are necessary. 

If we consider the area of the Middle East as a whole—the area 
stretching from Turkey eastward to the Indian subcontinent and 
southward through Saudi Arabia and Egypt—we can say that the 
Mutual Security Progr am to date has achieved an important, if par- 
tial, success. 

The success is important because Turkey has become a strong point 
capable of offering powerful resistance to any direct Soviet attack, 
and posing a potential threat on the flank of any Soviet thrust on the 
east directed at the oil of the Persian Gulf. 

It is only a partial success because although none of the area has 
been lost to the Soviets, it cannot be considered safe for the free world. 
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We feel that there is a serious threat to this area, with its highly 
important strategic and economic assets. The position of Iran, which 
is on the front line of defense, so to speak, gives us such concern that 
we feel we would be remiss if we did not do everything possible to 
strengthen countries in the second line. This is one of the principal 
considerations underlying our request for the additional amounts in- 
tended for Greece, Turkey, and Iran. 

Our request is for authority to provide military aid to the states in 
the area of the Near East and Africa, and is meant to apply to the 
Arab States, and Israel, alike, as well as other states in the general 
region. 

In administering such aid, we would propose to deal impartially 
with all states of the area, furnishing military aid on the basis of the 
same criteria in each case. While it would not be possible initially to 
include Israel in the same defense organization with the Arab States, 
we would undertake to make parallel arrangements with Israel and 
the country’s requirements and potential contribution to Middle East 
defense would receive full consideration. 

The proposal to provide military equipment to the Arab States and 
Israel, of course, raises the question of the intentions of these states 
with respect to the keeping of the peace. You will note that we 
propose to include with the authorizing legislation—in the same 
paragraph, in fact—the requirement that any country receiving aid 
under the proposed authority must agree to use the equipment, mate- 
rials, or services provided only for maintaining internal security and 
for self-defense, and, furthermore, that it will not undertake any act 
of aggression against any other nation. We attach the greatest im- 
portance to the avoidance of any renewal of hostilities in the Near 
East, and will be prepared to exercise the utmost care to make certain 
that the military aid proposed does not endanger this objective. 

The question of Arab-Israel peace is, of course, only one of the 
serious problems which beset this area and which any program to 
strengthen its defenses must surmount. This committee is familiar 
with these problems, and I can assure the committee that they are very 
much in the minds of those of us in the Department of State and the 
Department of Defense, who will have responsibilities in implement- 
ing any program that the Congress may see fit to authorize. I will 
be happy to discuss any of these problems with the committee in 
executive session. 

In spite of the real difficulties, which I do not minimize, there 
are certain factors in the situation on which it may prove possible 
for us to build. In all countries of the area there are important 
leaders who recognize the Soviet danger and the fact that no Near 
East state alone, or any combination of Near East states, could 
successfully cope with this danger. In most of the Arab States 
of the Near East the role of the armed forces has proved to be 
decisive in determining the character of the regime; in Syria and 
Egypt the Governments are frankly based on the army and headed 
by military leaders. 

Military leaders in most of these states are relatively _progressive 
and friendly toward the west, and are acutely conscious of the 
deficiencies of their own forces and their need for additional mili- 
tary equipment. There are indications that most of the leaders now 
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in power in the Near East states would be willing to cooperate with 
the west, at least on a limited basis, provided this cooperation brought 
them significant benefit in the form of military equipment and did 
not involve any encroachment on national sovereignty. 

We believe that the authority to provide military assistance to 
these countries will enable us to capitalize on these favorable elements, 
and to take certain constructive steps in the region which would 
further United States security interests. 

As a general device for stabilizing and strengthening the region, 
the United States seeks to establish a regional defense arrangement 
which could not be expected to produce an immediate significant in- 
crease in the military strength of the region but we feel it would be an 
instrument of great potential usefulness. It would provide a frame- 
work in which the western powers and the Middle East states could 
work cooperatively toward a common end; it would assist us in bring- 
ing home to the leaders of the Middle East states the seriousness and 
magnitude of the Russian danger; and it would permit a beginning 
on the task of creating effective strength in the region supplementary 
to that already created in Turkey. The availability of United States 
military assistance could well prove decisive in enlisting the par- 
ticipation of Middle East states in such an organization. 

A satisfactory Suez settlement is probably a precondition to the 
establishment of a cooperative regional defense arrangement. A|- 
though the outlook for such a settlement does not at this moment 
appear highly promising, we believe it is possible and that the avail- 
ability of the authority and funds we are now seeking may be an 
important element in achieving it. 

The achievement of these two objectives—a Suez settlement and a 
regional defense arrangement for the Middle East—would change the 
whole situation in the area and greatly improve the prospects of 
achieving other important objectives of United States and free world 
policy. We must recognize, of course, that in the period immediately 
ahead we may not be successful on either count. In the absence of these 
developments, progress in effecting United States policy objectives in 
the Middle East will inevitably be slower, but there will be no less 
need for the military aid authority requested. 

With or without a Suez settlement or a Middle East Defense Or- 
ganization, we would expect to utilize military aid to strengthen 
friendly governments within the area and to promote stability and 
internal security. There are political leaders in the area who desire 
to cooperate with the nations of the free world but have limited free- 
dom of action because of the precarious nature of their hold on power 
and the strength of the antiwestern elements within the state. If these 
leaders controlled effective military forces their susceptibility to pres- 
sures from extremist elements would be reduced. 

The United States has military installations in certain of these 
states and it may be desirable to seek additional facilities elsewhere 
in the region. Where we have such installations, it is clearly in our 
interest to provide military assistance which would strengthen local 
forces available to assist in their defense. 

To emphasize what is in my paper, I would like to mention the 
delicacy of the situation in the area covered here. By that I do not 
mean Greece and Turkey, which relatively speaking are in very good 
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shape, politically, economically, and militarily, but the countries to 
the south of them. The Arab States, Israel, and certain adjacent 
countries which are covered by the language in this bill, such as 
Ethiopia. 

In particular, our problem in the Arab States is very difficult, indeed. 
We face attitudes of distrust, uncertainty, hostility, which have got to 
be reversed, in the opinion of the executive branch, if we are going 
to hold that part of the world outside of the Soviet-Communist orbit, 
and have these nations function as useful members of the free world 
in the defense of the free world. 

I need not tell you that the Secretary of State is presently touring 
that area and judging by the reports we have had from him, very 
brief reports necessarily, he has been even more impressed than before 
with the difficulties of the situation and the importance of finding 
remedies. 

I look forward next week and the week following to,a very busy 
time in our section of the State Department, after the Secretary comes 
back with his ideas. 

Mrs. Bouron. May I say, Mr. Chairman, that the one thing that we 
hope will come out of the Secretary’s trip which some of us felt was 
not altogether wise at this time, is that he may understand a little bit 
more than has been understood by the Executive we have had for 20 
years, the responsibility of the executive department for the whole 
situation in the Near East. We sincerely trust that he will recognize 
the seriousness of it all and that he will come back with a very clear 
and much more developed character of understanding than has been 
evidenced by the Department up to this time. 

I am not asking you to comment on that. I am simply expressing 
what some of the rest of us have been working on for 25 years. We 
know what some of our people have gone through and we feel very 
disturbed over the various situations that have developed along the 
path. 

We hope very much that the Secretary will take up into his confi- 
dence when he comes back, in the whole matter of the Department’s 
thinking in the matter of a balance between Britain’s present state in 
the world and the possible swingback of the Arab States to the side 
of the Western World. There is only one way to do it. 

Mr. Jernecan. I am sure the Secretary will want to confer with 
this committee. 

Without commenting on your statement, I would like to say that 
the report we have had from him and from our missions along the 
way indicate that the good effect of the trip has been not all on one 
side, that it has had a “good effect on the least certain of the leaders 
in the area. The impression generally has been good—better than 
you selene judge by some of the newspaper headlines. 

Mrs. Bouron. We certainly hope so. 

Mr. Jernecan. His contact with the political leaders of the coun- 
tries has been much more cordial and much more productive than 
reports of demonstrations in the streets might indicate. 

Mrs. Bouton. Might I ask you a question about Iran. What is the 
situation in Iran in the matter of the loyalties of the army? Do you 
have any information that is reasonably accurate? 

Mr. Jernecan. May I answer that off the record? 

Mrs. Boron. Surely. 
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(The then following remarks were not reported.) 

Chairman Cuirerrieto. Mr. Javits 

Mr. Javirs. Mr. Chairman, I do not want to get into a lot of detsil 
with you that the Secretaries will have seen on the ground. 

Therefore, do you advise that any questions be directed to the 
attention of this memorandum or had we just better wait? I am 
perfectly happy, and I gather it is Mrs, Bolton’s instinct, too, to just 
wait until they get back before going. 

Mr. Jernecan. I am here to answer any questions you like. Of 
course it is true that the Secretary and his associates.on the trip may 
be in a better position when they get back than I am, to answer cer- 
tain types of questions. 

Mr. Javirs. They have just been on the ground. For example, I 
was going to ask a question like Mrs. Bolton asked. In Iran I see 
we have forces essentially being equipped for internal security and 
of course my question was “Internal security for whom?” And, 
what assurance have we about who exercises executive power in Iran / 

Mr. Jernecan. I think I could answer that and it would be as well 
for me to answer it because the Secretary is not going to visit Iran. 

When we say to strengthen the Ivan forces for internal security, 
we mean for security of any duly constituted government in Iran, 
such as the present one is, which is non-Communist, and as a safe- 
guard to that Government against a Communist coup. 

(Discussion off the record.) 

Mr. JerneGan. That is basically the reason for our military aid to 
Tran. 

Mr. Javits. Now, another question which occurs to me is, If you 
arg going to help the Egyptians by giving them arms, are they liable 
to use them against the British in Suez? 

Mr. Jernecan. That is a question to which we have given much 
consideration. 

(Diseussion off the record.) 

Mr. Jernrcan. The request for money in this bill for all the Near 
Eastern countries is in a sense contingent. It is in a sense contingent. 
upon political developments in the area, and the relations between 
the area and the West, which would justify substantial assistance. 

We hope and anticipate that the existence of our ability to assist 
will in itself be an inducement to the states in the area to make peace 
and adopt the policies which we want. 

Mr. Javrrs. Is it possible for you to have any settled policy on this 
area when the two chief Secretaries are just there now, and are just 
returning ? 

Mr. Jernecan. I would say, sir, that the Secretary of State and 
Mr. Stassen did not go to the area with the idea of determining 
whether or not assistance was needed. Whether they did have that 
in mind or not, there is nothing that they have reported which indi- 
cates that they have changed their minds. They have by now covered 
all of the states that are covered by this proposal. 

I feel safe in predicting that when they return they will still feel 
that this amount is a necessary element in our arsenal, shall we say, 
or our toolbox, for working in that area. 

(Discussion off the record.) 

Mrs. Bouron. We are supplying weapons to Britain. 
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Mr. Jernecan. Yes. But I really do not think this is the same 
thing. 


STATEMENT OF EDWIN M. MARTIN, SPECIAL ASSISTANT TO THE 
SECRETARY OF STATE FOR MUTUAL SECURITY AFFAIRS 


Mr. Marrry. The weapons supplied to Britain are only for use 
in the NATO area. 

Mrs. Bouron. Thank you for setting me straight. 

Mr. Javrrs. We must not forget, if I may interrupt, Mrs. Bolton, 
that Egypt is also the subject of the three-power guaranty, that there 
should be no aggression in the area, and I hope very much when the 
Secretaries come back they can tell us about the dangers. 

Mr. Jerneaan. That three-power guaranty applies to an aggression 
from states within the area. Arms we would furnish to Egypt would 
be intended for its defense from aggression without the area. 

Mr. Javirs. We are interested in whether or not they are going to 
shoot others in the area. 

Mrs. Bouvon. I would like to ask whether all the giving in this 
thing—with regard to the Suez thing being settled—is all the giv- 
ing going to be on the part of Egypt? 

Mr. Jernecan. That is highly improbable. 

Mrs. Boiron. It is improbable? 

Mr. Jexnucan. The Department is not adopting the attitude that 
either side must give all the way. 

Mr. Javrrs. Could you give us in some capsule the policy of the 
State Department with respect to this area, or must that await the 
return of the Secretary / ‘ 

Mr. Jexnecan. Yes. I am afraid you are taking me beyond my 
depth. Now, that is something I would prefer the Secretary give 
himself upon his return. 

Mr. Javirs. If we are going to authorize anything in lethal weapons, 
we must know what the State Department policy is in that area, what 
policy it will pursue, and therefore what are we aiding in a military 
way. 

Mr. Jernecan. I do not want to leave the impression that the State 
Department has no policy at the moment, but I just do not want to 
prejudge what changes the Secretary might feel he desires to make 
in it as a result of his trip. 

Chairman CurrrerrreLp. Do you have any further statement? 

Mr. Jernecan. I would like to make one statement for the record— 
I am sorry Mr. Fulton is gone—he referred to the Greek-Turkish- 
Yugoslav Pact. I want to make sure there is no misunderstanding. 
That pact is not a military alliance. It does not reach as far as the 
NATO Pact. It is really just a treaty of friendship and cooperation 
and carries no military obligations with it. 

I would like to say one further thing, if I may, that this request 
for military assistance should go hand in hand with a parallel request 
for approximately $140 million of direct economic aid to the same area. 
Both requests are directed first at strengthening the States in the area, 
both from the internal security point of view, and eventually from the 
point of view of their ability to resist aggression, and also to give, 
frankly, the United States Government some tools and levers with 
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which to pull them over out of the present rut into which they have 
fallen. 

Chairman CurrerFieLp. We recognize that as pure economic aid in 
the point 4 program in these countries, do we not? 

Mr. Jernecan. Yes. In the case of these countries, I think the 
situation is somewhat different. Their per capita income, for 
example, is even less than that of Greece, Turkey, and Portugal. 

Mr. Javirs. Are we to assume that the sum of $170 million in special 
economic assistance, that this is going to be conditioned upon political 
concessions or arrangements, that that is the w: ay it is going to be 
used ¢ 

Mr. Jernecan. No, sir. [I may have given a wrong impression, 
there. That will be utilized primarily on the basis of justified need 
in the different countries. Much of it will be needed to keep up the 
economy of Israel at its present level. 

In the other countries it would be primarily to promote solid devel- 
opmental projects which would raise the standard of the economies 
and its apportionment would be primarily based upon the number of 
good projects which would be presented for assistance. 

Mr. Javits. Do we have any illustrative figures on this $170 million ? 

Mr. Jernecan. Yes, sir. Mr. Arthur Gardiner, sitting behind you, 
is much more of an expert than I am on this economic subject, which, 
in any case, I think is to be taken up later. 

Mr. Woop. We had planned, Mr. Javits, again subject to the wishes 
of the committee, to deal with the point 4 type of technical assistance, 
and the special economic assistance in these and other undeveloped 
areas of the world at one session, and rather to cover now the military 
end item aid and defense support in Greece and Turkey 

Mr. Javirs. Well, Mr. Chairman, I hope we may have a little notice 
of that particular hearing, because if some of us are going to be real 
students of particular things, we ought to be around. 

Mr. Woop. That is scheduled, on the notice which the staff of the 
committee has sent around, and subject to our being able to get to it 
by that time, for Thursday morning and Thursday afternoon. 

Mr. Garpiner. Most of the projects have been filed with the com- 
mittee. 

Mr. Woop. They will be gone over when we come to that portion of 
the presentation. 

Chairman Curverrrevp. Off the record. 

(The then following remarks were not reported. ) 

Mr. Vorys. You mentioned that this military aid would be dis- 
tributed only with the requirement that any country receiving it must 
agree that it will not undertake any act of aggression against any other 
nation. 

What would be the penalty or sanction in the case of a violation of 
that agreement ? 

Mr. Jernrcan. We have this tripartite declaration which has been 
referred to, which in effect pledges the United States, the United King- 
dom, and France to prevent aggression by means through and with 
the United Nations or outside the United Nations. It has never been 
spelled out and I would not venture to say what action the United 
States Government might take in a particular case, but that is the 
principal sanction. 
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Of course, one can think of various measures which we as a govern- 
ment could take in the shape of cutting off economic aid, of cutting 
off trade, of cutting off various other things which these countries need 
and hope to get from us. 

We do not have at the present time any reason to believe that any of 
these countries are planning aggression against another, with or with- 
out American military equipment. All the evidence that we can 
gather is that they are not in that frame of mind, despite what they 
might sometimes say for public consumption. 

Mr. Vorys. Well, we would not want to get into a situation where 
we agree to go to war against the one guilty of aggression, I presume. 

Mr. Jernecan. No; and we have undertaken no such commitments. 

Mr. Vorys. So, we would have to wait until the conditions were 
such that the possibility of aggression, was almost eliminated before 
we go forward with something like this: would we not ? 

Mr. Jernecan. It is a matter of judgment, very largely, in each 
individual case as to the intentions of the government concerned, but 
there are various diplomatic and other moves which the different 
states in the area would take, which we could ask them to take, which 
we could make as conditions on aid, which would provide pretty good 
evidence in advance of their intentions. 

I think we can judge pretty well what line they are likely to take. 
This sum of money when converted into arms would still not put any 
one of them into a position where it would be clearly predominant over 
another in the area. In other words, the program would not build 
them up to a point where one would be so strong that it could with 
impunity attack others. It would be divided among several coun- 
tries. It will not be converted into arms, probably, for the most part 
for 2 years, into tanks, guns, or airplanes; or what have you, on the 
ground. 

We, of course, always retain the ability to stop any shipment right 
up to the last moment. 

Mr. Vorys. It would seem to me we not only would not think of 
arming one country—everarming one country in this area, as opposed 
to another, but it would be unthinkable that in order to show our 
general friendliness, we distribute arms evenly so they could have an 
even fight if they want to start it. 

That would be a brutal and futile thing to do; would it not? 

Mr. Jernecan. Yes, sir. 

What I had in mind is that unless one country is in a position where 
it feels pretty sure of victory, the likelihood of aggression is rather 
slight, given the present state of affairs in the area, the poverty of all 
the countries, the fact that they all recognize that their economies 

cannot stand war, that they haven’t the financial and economic re- 
sources, much less the military equipment they would like. 

So, I think as long as we are careful not to build up a Frankenstein, 
by overarming one country, the danger of an outbreak certainly will 
not be increased, at any rate, by any aid program. 

Mrs. Borron. In the matter of this regional defense arrangement, 
the Near East Command, or something of that kind. that also rests 
upon the decisions of those countries relative to the British. 

Mr. Jernecan. To the British, to ourselves. 

Mrs. Borton. And the French. 





MUTUAL SECURITY ACT EXTENSION 


Mr. Jernecan. And the French, but primarily the British and our- 
selves, I would say. 

Mrs. Boron. I think what you say, so very well—that the leaders 
in those countries recognize that Russia is the ultimate enemy, but 
there is not an Egyptian under this top leadership group who has 
not been taught for 70 years that he has just one enemy, and that 
enemy is Britain. You cannot make that feeling over, over night. 
Particularly since the British cannot be influenced to make the proper 
gesture at the present time. 

Under other circumstances, I think the Egyptians would welcome 
a Near East command. 

Mr. JeERNEGAN. We believe that an agreement with the British is 
not beyond the realm of possibility, even in the immediate future. 

Even though the talks have been broken off, we do not think the 
prospect for their resumption is too gloomy. 

Mr. Woop. Now, General Stewart might lay before the committee 
the details of the military program and discuss the Lranian situation. 

That would complete our planned program for today and conclude 
our planned presentation on the military and defense support pro- 
grams for this area. This would permit us to proceed tomorrow with 
similar programs for the Far East, and if we had time, to deal with 
the Latin-American military programs. Then, Thursday, we could 
go back to the tec ‘hnical progress and orn program and the 
special economic aid for the undeveloped area 

Mrs. Bouron. Do we have any plans for a | Meounien of the mili- 
tary situation in the North African field ? 

General Srewarr. We have no program for North Africa, other 
than this, and I am only discussing the countries with which we have 
programs. 

Mrs. Boiron. But, we have air bases, there. 

General Srewarr. Yes, but they are not part of the military as- 
sistance program. 

Mrs. Bouron. I see. Thank you. 

General Stewart. Mr. Chairman, in this particular instance, I have 
not the individual charts to distribute. I would like to explain why. 
They are of necessity top secret, and the mechanical handling of top 
secret is so involved that we reduced those we could to secret and 
put them in your folder. These two charts are top secret and I have 
not distributed them, but I have them here to discuss. 

These are not official Department of Defense breakdowns of forces. 
It is the staff work of the staff in my office. We are in the process of 
getting from the Joint Chiefs of Staff—— 

Mr. Vorys. Why do we take this down at all? 

Chairman CriperrieLD, I think it would be better not to take it 
down at all. Strike any remarks he has made with regard to these 
charts. 

(The then following remarks were not included in the record). 

General Stewart. This completes what I have. 

Chairman Currerrrecp. Thank you very much, General. 

General Stewart. We have two charts for Iran. 

(Discussion off the record. ) 

Mrs. Bouron. Is that equipment that they know how to use? 

General Srewarr. Yes. We have over there training personnel j 
addition to the Military Assistance Advisory Group. 
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Mrs. Boron. It is a small group? 

General Stewart. Yes, it is relatively small. 

In Iran we have a MAAG, an Army training mission, and a gen- 
darme retraining mission. What they have tried to do through all 
this difficulty is maintain all the contacts they had. It is about the 
only thing we had, and we kept it up, although we have not rushed 
a great deal of equipment over there. 

‘Mr. Vorys. Iran is another country like Greece and Turkey, where 
our program began far earlier than fiscal year 1950; is that not true? 

General Stewart. Yes, sir. 

Mr. Vorys. We had a training mission, and I think a military 
mission, 

General Stewart. Before this military aid and the MAAG went 
in there, that is correct, sir. 

Mr. JeRNEGAN. Since 1943, Mr. Vorys. 

Mr. Woop. This covers only the MDAP period. 

(Discussion off the record.) 

Mr. Vorys. Are any of them in this country ¢ 

General Stewart. Yes, sir; some of them have been trained in this 
country. I probably have the exact figure there. 

Our biggest trouble there is, of course, to train technicians. We give 
them a car or a piece of radio equipment, and our biggest problem is 
to train them that it has to be greased, that you have to put water in 
the radiator, and that the battery will run down in a radio, and you 
have to put a new one in. That is what our training is directed at. 

(Discussion off the record.) 

Mr. Woop. We will take up the economic program for Iran when 
we come to our presentation on technical assistance and special eco- 
nomic assistance. 

Mrs. Borron. May I say, Mr. Chairman, that it has been most help- 
ful to have that prognosis of a sort of a dream world that you are 
dreaming up for those countries. That gives us something to use as a 
center from which to think. We may not agree with it, “but at least 
we have the sense of having an idea of where your minds are going 
in the military picture, there. 

Mr. Vorys. I suppose right now this is more or less a diplomatic 
rather than a military proposition. 

General Srewart. It is very much so. 

Mr. Vorys. That is the case at the moment. 

General Stewart. At the moment. 

Mr. Vorys. But, if they could be persuaded to join the club, that 
would be an important link. 

General Stewart. Very much so. From the geography of the place, 
and so forth, it would be extremely important. 

Mr. Vorys. How are they in fighting? 

(Discussion off the record.) 

Chairman Currrrrretp. There are no more questions? The com- 
mittee is adjourned until 10:30 tomorrow morning. 

Mr. Woop. We will then take up the Far East military end-item 
and defense- “support program. 

(Whereupon, at 5:15 p. m., the committee adjourned, to reconvene 
at 10:30 a. m., Wednesday, May 27, 1953. 
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WEDNESDAY, MAY 27, 1953 


House or REPRESENTATIVES, 
ComMITrer OF Foreign AFFAIRS, 
Washington, D.C. 
The committee met in executive session pursuant to call in room 
G-3, United States Capitol, at 10:45 a. m., Hon. Robert B. Chiper- 
field (chairman) presiding. 
Chairman Cureerrrecp. The committee will come to order. 


STATEMENT OF HON. C. TYLER WOOD, DEPUTY TO THE 
DIRECTOR FOR MUTUAL SECURITY 


Mr. Wood, we have a number of witnesses here. Will you indicate 
how you would like them to proceed ? 

Mr. Woop. I will, sir, always subject to the will of the committee. 

We are now ready, if the committee pleases, to go on to the Far 
East area. We will first take up, as we have in the other areas the 
military end-item and training program and, then, the defense-support 
program in those countries—notably Formosa and Indochina—where 
we are proposing defense support. We suggest that the committee 
first hear Mr. Robertson, the Assistant Secretary of State for Far 
Eastern Affairs, on the general political background in the area. 

Therefore, I should like, if the committee please, to call on Mr. 
Robertson to start off this morning. 


STATEMENT OF HON. WALTER S. ROBERTSON, ASSISTANT 
SECRETARY OF STATE FOR FAR EASTERN AFFAIRS 


Mr. Rosertson. Mr. Chairman and ladies and gentlemen, I have 
been in my present job exactly 7 weeks today. There are many de- 
tails about this vast area with which I am unfamiliar, and there are 
many details of this program with which I am unfamiliar. 

We have here, however, economic and military specialists who will 
answer your questions as to the details. 

I think, however, despite my preoccupation during this past 7 weeks 
with our major immediate problem, the Korean truce and the Chinese 
Communists, that I am thoroughly familiar with the reasons for this 
program, why we have a program. 

As you know, this Far East area extends all the way from Japan 
down to India, but not including India. It is an area of 292 million 
people. It is an area full of trouble. It would be difficult to find a 
spot in the whole area where the free world dves not have problems. 

The problems vary with the individual countries involved. But, 
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taking the area as a whole, the troubles are more or less general. 
There is overpopulation. There is shortage of food. There are 
dislocated economies. There is the direst proverty. There is 
illiteracy. There is political unrest. : 

It would be difficult to imagine a more fertile soil for communism 
than this area we are discussing today. 

Now, of course, this program is trying to keep this vast area, which 
is rich in raw materials and in manpower, from falling into Com- 
munist hands. It is a shaky situation. We have two fighting wars 
going on in the area, the U. N. war in Korea and the war in Indochina. 
This program is fighting the same war, except we are using dollars 
instead of bullets. 

Now, our broad objectives, of course, are to stabilize the economies 
of these countries by increasing their capacity for self-support, help- 
ing them to develop their own resources. We are trying to increase 
the production of food. We want to strengthen their internal military 
forces to maintain stability within their own country and resist aggres- 
sion from without, and we are trying within our limits to encourage 
representative government. 

Now, rather than to take up a great amount of your time talking 
about things you do not want to hear, maybe you would like to ask 
me questions about the particular areas in which you are interested. 
Fortunately, this committee knows a great deal more about this gen- 
eral area than most of us do because you sent. out your own mission 
group to study it at first hand. You have seen what our problems are 
in Indochina, Thailand, and India—we are not concerned with India 
here today. 

Chairman Cuiprrerriecp. Mr. Robertson, we have a Far Eastern 
subcommittee that includes Pakistan and India. It is a different 
grouping from the State Department’s. 

Mr. Ropertrson. It makes a more logical grouping, too. 

I think the order would be more appropriate if I were to ask you 
questions for my information rather than for me to try to answer 
questions about an area that you know more about than I do; but, in 
any event, I should like to try to answer such questions as you may 
have about the particular areas in which you are interested. 

Chairman CutrrerrieLp. Mr. Vorys. 

Mr. Vorys. Mr. Chairman, I feel that there will be more questions 
on the detailed presentation on the areas. While we have a lot of 
general questions about the Far East, I did not want to disturb our 
presentation of the items in this bill. 

I do not know whether Mr. Robertson would care to discuss those, 
or whether he would be available to put in comments as items come up. 

I will pass for the present. 

Chairman Currrerrietp. Does any one wish to question Mr. Robert- 
son, or shall we wait until we have the detailed program ? 

Mr. Jupp. Mr. Chairman, first I want to weleome Assistant Secre- 
tary Robertson back. I remember so well when you appeared before 
our committee in March 1948 and advised certain policies that the 
Congress did not follow and now you are here to try to salvage some- 
thing out of the situation you tried to prevent. 
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I think if we got into discussion of general political questions in 
Asia we will not get on with our major problem here of trying to find 
out the details of how much we should recommend for spec ‘fie pur- 
poses and areas and countries in this region; and probably our discus- 
sion of the political situation out there and the present crisis and so 
forth, which is still very fluid, would not contribute too much. So, | 
think probably we are wise not to get into a general discussion here 
and stick to the specific questions. 

I will do as did Mr. Vorys. I will pass. 

Chairman Cutrerrietp. We will have to wait just a moment until 
Mr. Wood returns and then we will determine whom he wishes to speak 
next on the program. 

Thank you very much, Mr. Robertson. We appreciate your being 
here. 

Mr. Jupp. I think, while we are waiting, Mr. Robertson should 
give the committee his background of experience in Asia. <A lot of 
the members were not on the committee when he was here before. I 
think he is unusually well qualified to be Assistant Secretary of State 
for that area. His job in the State Department, in my opinion, is the 
toughest job down there because Asia is the place where we have been 
losing ground, and also the most important. If we begin to gain there 
and the Communists cease to make any further conquests and suc- 
cesses, they will begin to weaken around the world. 

If we continue to lose, it will have inevitably the most deleterious 
effect on other programs which in themselves are succeeding. 

I wish, Mr. Chairman, that he might outline his background in 
the Far East, for the record. 

Mr. Harrison. Mr. Chairman, before he does, will the gentleman 
yield for me to make a comment ? 

Mr. Jupp. Surely. 

Mr. Harrison. We think it is very proper that a distinguished Vir- 
ginian should occupy such an important position. 

I want to congratulate the administration on obtaining his services. 

Mr. Roserrson. During 1943 and 1944 I was chief of the lend-lease 
mission in Australia. When I returned to Washington in December 
1944, I was asked by the Secretary of State to come into the State 
Department. I was sent out to China as United States Minister and 
Counselor for Economic Affairs. 

When General Hurley came back from China in September 1945, 
I was made Charge of the Embassy there and was in charge of our 
embassy until Ambassador Stuart was appointed Ambassador in July 
1946. 

During 1945, I was concerned with both political and economic 
affairs in Chungking. But, in January 1946, all of my time from 
then on through the following October was devoted to what we called 
the Peiping Executive Headquarters, which was the Marshall Truce 
Commission. It was organized to hold the lines of battle during the 
time that General Marshall and the Communist and National Govern- 
ment Commissioners were discussing the political problems of coali- 
tion between the National Government and the Communists. 
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I saw a great deal during the 2 years I was there of the leaders of 
the Communist movement in China. I happen to know Mao Tse-tung 
very well. I know him as well as I could know a Communist. I know 
Chou En Lai very well. Also, Chu Teh and Yeh Chin-Ying. I have 
had long hours of conversation with them. I think I am familiar 
with the type of Communists they are, and, in my opinion, no one 
could have known them and ever had any illusions about the kind 
of Communists they are. They are dedicated, fanatical Marxists and 
they always have been. They are dedicated to the destruction of 
everything we are and stand for in this world, and they always have 
been, 

Chou En Lai said to me one day, with a good deal of irritation: 

Why do American correspondents come over here and go back and say we are 
just agraria> reformers? 

With some indignation he said: 
We are not agrarian reformers; we are Communists, and we are proud of it. 


Mao Tse-tung has blueprinted himself almost as explicitly as Hitler 
did in Mein Ka ampf. He has said all down through the years that 
he was a Marxist dedicated to communizing China and the world 
under the leadership of Moscow. 

All of the confusion in our thinking in America about these Com- 
munists and the nature, control, and objectives of their movement 
has been caused by ourselves. The Communists themselves have been 
perfectly straightforward and honest about what they are and what 
they are trying to accomplish. 

I have already talked too long. 

Chairman CHIPERFIELD. We would like to hear some more. 

Mr. Jupp. For 2 years he went through this whole business of truce- 
talks and cease-fires and trying to get accommodation with the Com- 
munists in China. It is good to have that kind of man with such ex- 
perience in charge of our affairs in the present difficulties in Korea. 

Mr. Rogertson. Of course, it is awfully hard to unscramble eggs. 

Chairman Curperrretp. Mr. Wood, whom do you wish to present 
now ? 

Mr. Woop. Mr. Chairman, if you like, now we can go forward with 
the presentation of the military end-item training program in For- 
mosa, which will be given by General Stewart. Then I would like Dr. 
FitzGerald to present the defense-support program in Formosa. 
Then, if it please the committee, we will go forward with Indochina 
in the same way. 

After that I will ask General Stewart to cover all the other mili- 
tary programs in this area and also in Latin America, so we can finish 
with the military programs, if possible, this morning. 

Mr. Ricuarps. Mr. Chairman, I would like to ask if he wants the 
Democrats on this committee to see any of these charts. 

Chairman Currerrrecp. He certainly would. 

Mr. Ricuarps. We sit right under these things and cannot see 
them. Is there any other arrangement we can make around here so 
that we can see the charts ? 
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FURTHER STATEMENT OF MAJ. GEN. GEORGE C. STEWART, 
DIRECTOR, OFFICE OF MILITARY ASSISTANCE, OFFICE OF 
THE SECRETARY OF DEFENSE 


General Srewarr. This is chart 51 in your book and this is chart 
50. 

I believe there are a number of members of the committee here 
today who were not here the first day we displayed these particular- 
type charts. I will just very briefly say that they are arranged to 
answer the question posed by the committee in its memorandum to 
my office as to the arrangement of the information. 

To start with chart 51, we show in here the value of equipment 
shipped from funds already appropriated, the value of equipment 
remaining to be shipped from funds already appropriated, and our 
proposal for 1954 funds. 

(Discussion off the record.) 

Mrs. Boiron. Mr. Chairman, could the general define “excess 
equipment” ¢ 

General Stewart. “Excess equipment” is the military equipment 
which after due process, as prescribed by regulations, is declared in 
excess of the needs of the three military departments, including the 
war reserve. Under the provisions of the MSA Act of 1951, we can 
ship such excess to friendly countries without charge, other than the 
cost of placing it in operational condition and the cost of transport- 
ing it. 

In order to show the value of what we have delivered, we show the 
original cost of this equipment. That is the reason we have to put it 
up to show the two types of equipment being delivered. 

Mr. Vorys. In this case, as in Greece and Turkey, the chart does 
not give the whole picture because it starts with MSA and I think 
there were probably substantial deliveries prior to that. I wonder 
if those are available or if our staff could get those so we could see 
really what we start with. 

(Discussion off the record.) 

General Srewarr. This is simply the Mutual Assistance Program 
starting in 1950, sir. There was, of course, considerable equipment 
made available to the Chinese forces prior to that time. 

Mr. Vorys. That looks like a very small amount. Only when we 
see what the earlier amounts were, can we make any comparison. 

General Stewart. We will get that information, sir. 

Mr. Jupp. I wish you could. I have been trying for years to find 
out how much of the $125 million milit: ary assistance to China ap- 
propriation that was passed here April 3, 1948, was delivered, and 
where in China. As I recall, something like two ships—I got it in 
a roundabout way—went into China itself and the rest was diverted 
to Formosa. Is that right? 

General Stewart. I do not know, sir, I will make every effort to get 
you that information. 

Mr. Jupp. Maybe this is not the time to do it but I would like some 
time to find out how much of what was delivered to whom in China 
or Formosa, or elsewhere, at what time, in what condition, and how 
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much was charged for it on the books. I know a lot of plain misrepre- 
sentations have been put out regarding the amount of useful aid we 
have given. The only way to answer it is to get all the facts. I have 
never been able to get that out of the Pentagon in 5 years. 

General Stewart. I will attempt to get that. 

Mr. Jupp. How much of what was delivered to whom, where, when, 
and in what condition. Also, how much was charged for it. That 
makes seven things. 

As I have said before, Congress appropriated money for aid to 
Greece and we shipped 220 cartridges for $1 to Greece and out of the 
same pile of ammunition only 12 cartridges for $1 to China because 
they charged Chinese replacement costs for that ammunition and 
they charged the Greeks 10 cents on the dollar of original cost. That 
is the kind of shifty footwork that has gone on that makes it impos- 
sible to find out how much actual aid went—not how much in dollars, 
or how many dollars appear in a table. 

I hope you can get it out of the Pentagon. 

General Srewart, I will make an effort. 

(The information requested is as follows :) 

The following information is furnished in response to Congressman Judd’'s 


question regarding dollar value of equipment furnished Nationalist China prior 
to MDAP: 

The enclosed summary provides information as to the dollar value of equip- 
ment furnished as well as the type of equipment, quantities, to whom it was 
furnished, when, and where. It is impossible at this time to indicate exactly 
what happened to it after receipt. However, additional efforts are being made 
by the Department of the Army to obtain the desired information, In the event 
definitive information is developed, it will be furnished the House Committee on 
Foreign Affairs 

Statement No. 7 is not included herewith since information incident to the 
NGRC MDA program is being furnished by separate letter through the Director 
for Mutual Security in response to question by Mr. Zablocki and Mr. Judd during 
the House Foreign Affairs Committee hearing on Thursday, April 30, 1953. 
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UnNiTep STATES EcONOMIC, FINANCIAL, AND Mitirary Arp To CHINA SINCE 
Aprit 1, 1941 


Prepared by Office of the Secretary of Defense, Office of Progress Reports and 
Statistics 


United States economic, financial, and military aid to China since Apr. 1, 1941 


{In millions of United States dollars] 


Transfers, | Transfers, 

Apr. 1,1941, | Sept. 2, 1945, 

to Sept. 2, 1945 | to Dec. 31, 1951 
editatihdpichelabstiialiahtiemdiseisttiithetehi ‘ | 
} 


AID TO CHINA FURNISHED IN WHOIE OR IN PART BY THE ARMY, NAVY, 
AND AX FORCE 
1, Lend-lease program: 
May 6, 1941, to Sept. 2, 1945 
Sept. 2, 1945, to June 30, 1946 
Subsequent to June 30, 1946 
‘Pipeline credit agreement’”’ . 
Military aid under Sino-American Cooperative Organization Agree- 
ment (SACO) 
Transfer of United States naval vessels under Public Law 512, 79th 
Cong = Débis AS ‘ 5 ed ; . 
. Transfers under the China aid program authorized by sec. 404 (b), | 
China Aid Act of 1948 ad | 
. Ammunition transferred by the United States Ist Marine Division 
in the Peiping-Tientsin area ‘ 
j. Ammunition transferred by Fleet Marine Force, Western Pacific, at | 
Tsingtao, China 
. Mutval defense assistance program. (See attached secret statement 
7.) Ket daglibed ‘ 
3. U.S. Army sale of excess stocks in West China............-. 


AID TO CRINA FURNISHED BY AGENCIES OTRER THAN ARMY, NAVY, AND | 
AIR FORCE 


. Office of Foreign Liquidation Commissioner and War Assets Ad- 
ministration: Sale of surplus military equipment 
. Office of Foreign Liquidation Commissioner: Sale of civilian surplus 
yroperty (bulk sales agreement . 
. Office of Foreign Liquidation Commissioner: Dockyard facilities 
sales 
. Maritime Commission ship sales 
3. Assistance by American Red Cross: 
Prior to V-J Day 
Subsequent to V-J Day 
. Export-Import bank credits: 
Prior to V-J Day 
Subsequent to V-J Day ec 
. Economic Cooperation Administration program 
j. United States foreign relief program (Department of State) | 
. United Nations Relief and Rehabilitation Administration— United 
States contribution 
. Board of Trustees for Rehabilitation Affairs 
. Stabilization fund agreement, 1941 (Department of Treasury) 10.0 }- 
. 1942 Treasury credit (Public Law 442, 77th Cong.) . . 485.0 
. Chinese student assistance (Department of State) -.._..--- 


Total iia Ma. ee, ter en ee ee 1, 365. 2 | 1, 966 
Grand total Llc hse ha A ekuih dak cided 4 dehstinigtiele } 3, 331.9 


DESCRIPTION OF INDIVIDUAL CATEGORIES OF UNITED STATES AID 


(Paragraph numbers correspond with numbers of items listed in table above) 
1. Lend-lease program 


As of December 31, 1951, Treasury Department records on fiscal operations 
show aid, both material and services, furnished to the Chinese Government 
under the lend-lease program amounted to $1,627.6 million, of which $845.3 million 
had been delivered prior to V-J Day and the remainder of $782.3 million had 
been delivered subsequent to V—J Day. 

Of the total aid, $1,627.6 million, the War Department, which included the 
Army Air Corps, effected transfers amounting to $1,420.7 million, according to 
records of the Department of the Army. This amount includes: (1) Overseas 
transfers out of United States theater stocks and services rendered amounting 
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to $1,073.0 million. Approximately 97 percent of all overseas transfers of ma- 
terials and services are supported by receipted transfer documents listing in 
detail the nature and extent of the aid furnished. (2) Lend-lease shipments to 
United States commanding generals earmarked for China amounting to $385.9 
million against which credits for diversions to non-Chinese recipients and re- 
turns amounting to $308.6 million were applied, leaving for these shipments 
a net of $77.3 million as the value of actual transfers to the Chinese. (3) All 
other War Department transfers, amounting to $270.4 million, took place in 
the continental United States and are supported by transfer documents, of which 
approximately 98 percent are receipted by either Chinese Government repre- 
sentatives or their authorized agents. 

The bulk of the lend-lease transfers made by the Department of the Navy 
were accomplished in China and in most instances are supported by receipts 
signed by representatives of the Chinese Government. The total lend-lease 
aid furnished by the Navy, according to Navy Department records, was $71.0 
million, of which $66.8 million represents the value of the 96 vessels charged 
to lend-lease and transferred under Public Law 512 (79th Cong). 

In addition to the War and Navy Department transfers, there were lend-lease 
transfers by Treasury Department, Maritime Commission, and other agencies 
totaling $135.9 million, according to Treasury Department records. 

Included in the above totals are amounts resulting from transfers under 
the pipeline credit agreement which authorized the delivery under credit ar- 
rangements of lend-lease civilian-type equipment and supplies contracted for 
but undelivered on V—J Day. The agreement provided for the shipment of $51.7 
million of such supplies to be paid for over a period of 30 years beginning July 
1, 1947, with interest at 23% percent per year. Goods with a value of $50.3 
million were actually delivered and charged to the Chinese under the terms of 
this agreement. Also included in the above totals are charges in the amount 
of $25.9 million covering certain transfers made under lend-lease for which the 
Chinese Government agreed to pay. No other credit arrangements under lend- 
lease are indicated by the December 31, 1951, lend-lease reports of the Treasury 
Department. 

The pricing policy for aid furnished under the Lend-Lease Act was United 
States procurement cost for new items and value based on condition for used 
items, plus an amount to cover packing, handling, and inland transportation. 
Charges for transfers out of excess military stocks overseas were United States 
procurement cost for new items, the value based on condition for used items, 
plus an amount to cover packing, handling, inland and ocean transportation 
(statement 1). 

2. Sino-American Cooperative Agreement 

The military transfers under the Sino-American Cooperative Agreement 
(SACO) consisted primarily of ordnance supplies furnished the Chinese be- 
tween September 2, 1945, and March 2, 1946, by the United States Navy. These 
transfers were accomplished in fulfillment of a wartime agreement calling for 
the exchange of services and supplies for certain specified services provided by 
the Chinese Government (statement 2). 


8. Transfer of United States naval vessels 


A total of 131 vessels were transferred to the Chinese Nationalist Government 
as grant aid under Public Law 512 (79th Cong). The procurement cost of these 
vessels was $141.4 million, of which $74.6 million is reflected in this report as 
value of aid rendered under Public Law 512, and $66.8 million is reflected in 
the lend-lease accounts with $27.3 million prior to V-J Day and $39.5 million 
subsequent to V—J Day (statement 3). 


4. China aid program 


Through December 31, 1951, shipments to the Chinese Government made by 
United States Government agencies under the China aid program, for which 
$125 million was appropriated, amounted to $94.2 million. In addition, there 
was a cash advance of $28.9 million made to the Nationalist Government of China 
to be utilized in direct procurement of military equipment by the Chinese on the 
open market. A portion of the cash advance was paid to the War Assets Ad- 
ministration and the Office of Foreign Liquidation Commissioner for certain 
surplus material obtained from them. 

Pricing of aid furnished by the Departments of the Army and the Air Force, 
which amounted to $71.8 million, was in accordance with the pricing policy 
established by the Department of the Army covering all military aid programs. 
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In accordance with this policy, actual procurement cost was charged for items 
procured for foreign-aid programs, plus packing, handling, transportation, and 
administrative costs. Full current replacement cost was charged for trans- 
fers out of stock, plus packing, handling, transportation, and administrative 
costs. Transfers out of excess stocks were priced at 10 percent of prices in 
effect in 1945, plus rehabilitation costs, packing, handling, transportation, and 
administrative costs (statements 4 and 4A). 


5. and 6. Ammunition transferred by United States Marines 


Between April and September 1947 the United States Marines in the Peiping- 
Tientsin area and the Tsingtao area transferred at no cost to the Chinese Govern- 
ment approximately 6,500 tons of ammunition. Complete listings of the items 
and quantities transferred, together with dollar values, based on estimated 1947 
procurement costs, are attached (statements 5 and6). 


7. Mutual Defense assistance program 

As of December 31, 1951, certain military material with a value of $24.7 million 
had been shipped under the mutual defense assistance program. All detailed 
information concerning this program is classified for security reasons. 

Pricing of aid furnished under the mutual defense assistance program is in 
accordance with the provision set forth in section 403 of the Mutual Defense 
Assistance Act of 1949, as amended. (See attached secret statement 7.) 


8. Sale of ercess stocks of the United States Army in West China 


In 1946 the United States Army contracted to transfer to the Chinese Gov- 
ernment a broad assortment of United States Army supplies, with a depreciated 
landed cost value of US$67.24 million, plus CN$5.16 billion and located in west 
China. In return the Chinese Government agreed to pay $25 million (US) and 
$5.16 billion (CN) for the property transferred. 

Certain terms of the agreement follow: 

“ARTICLE 4. In consideration of the immediate transfer of said property, 
China hereby agrees to purchase and to pay for the property thus transferred, 
and further agrees to hold the United States harmless for all claims for rents, 
damages, breach of contract, or otherwise which may arise from any source 
whatever, * * * 

“ARTICLE 7. China agrees to pay US$25 million and CN$5,160 million for the 
property thus transferred in accordance with the following terms and conditions: 

“a. ON$5,160 million will be deducted from the total of the CN dollar advance 
made by China to the United States. 

“b. US$5million will be paid in cash. 

“e. US$20 million will be payable in accordance with the terms of a contract 
to be negofiated between China and the United States Treasury Department, 
which contract will provide for: 

“(1) Principal to be paid in 30 equal annual installments. 

“(2) Interest at 2% percent. 

“(3) Any surplus of settlement of United States indebtedness to China 
for military expenditures in excess of China’s cash down payments for 
surplus property of the United States will thereupon be used by China for 
the purchase of property in the United States or will be applied to the liqui- 
dation of the unpaid balance of this contract. 

“d. If at the completion of the transfer the actual net depreciated value 
computed as above is greater or less than the estimated net depreciated value 
stated herein, China’s purchase price will be increased or decreased by the same 
percentage by which the actual net depreciated value varies from the contract 
referred to in c. above.” 

The cash down payment in United States dollars was later incorporated into 
the Office of Foreign Liquidation Commissioner bulk sale agreement as part of 
the considerations received by the United States. The Chinese obligation of 
$20 million was later included as one of the items presented as a United States 
claim in negotiations with the Chinese Government on settlement of war accounts. 


9. Office of Foreign Liqudation Commissioner and War Assets Administration 
sale of surplus military equipment 

The Office of the Foreign Liquidation Commissioner and the War Assets Admin- 

istration sold material and equipment to the Chinese Nationalist Government 

with an estimated procurement cost of $102.0 million for $6.7 million, according 

to the records of the Department of State. The Chinese Government paid the 
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Office of the Foreign Liquidation Commissioner $2.78 million out of the $125.0 
million grant authorized by the China Aid Act of 1948. (See item 4.) The 
remaining $3.93 million was paid to the United States Government; however, 
the source of these funds is not known. 


10. Office of Foreign Liquidation Commissioner sale of civilian surplus property 
(bulk sales agreement ) 

Under an agreement dated August 30, 1946, the Office of the Foreign Liquida- 
tion Commissioner sold to the Chinese Nationalist Government surplus property 
located in China and on various islands in the Pacific. Total acquisition cost of 
the property covered by this agreement was $842 million, according to the records 
of the Department of State. The total sales price was $175 million. Of this 
amount $120 million was offset against obligations of the United States Armed 
Forces to the Chinese Government, and $55 million represents a Chinese obliga- 
tion to be paid in local currency for real property to be acquired in the future 
for United States diplomatic and consular establishments and for the expenses 
of educational programs under the Fulbright Act (Public Law 584, 79th Cong.). 


11. Office of Foreign Liquidation Commissioner dockyard facilities sales 
The procurement cost of the property transferred under this sale was $11.5 


million and the sale price was $4.1 million, according to the records of the 
Department of State. 


12. Maritime Commission ship sales 

The Maritme Commission sold the Chinese Government 48 vessels for a total 
sales price of $26.2 million under the Merchant Ships Sales Act of 1946. Of this 
amount $16.4 million was on Maritime Commission credit terms. The balance 
of $9.8 million was paid in cash, obtained in part through our Export-Import 
Bank credit. (See item 14.) The total wartime procurement cost of the 43 
vessels was $77.3 million. This information was taken from page 1049 of the 
Department of State’s United States Relations with China. 


18. Assistance by American Red Cross; 15. Economic Cooperation Administration 
program; 16. United States foreign relief program (Department of State) 
The amounts indicated above regarding the aid furnished under these programs 
were obtained from Foreign Transactions of the United States Government 
released in January 1952 by the Department of Commerce, Office of Business 
Economics, Clearing Office for Foreign Transactions. 
14. Export-Import Bank credits 
Amounts reflected in this report were obtained from the Export-Import Bank. 
17. United Nations Relief and Rehabilitation Administration—United States 
Contribution ; 18. Board of Trustees for Rehabilitation Affairs 
The values cited are from United States Relations With China (Department of 
State), page 1048. 
19. Stabilization Fund Agreement, 1941 (Department of Treasury); 20, 1942 
Treasury credit (Public Law 442, 77th Cong.) 
The amounts of aid reported under these agreements are in accordance with 
the records of the Department of the Treasury. 
21. Chinese student assistance (Department of State) 


The amount of aid reported under this program is in accordance with records 
of the Department of State. 
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STATEMENT 2.—Materials and services provided under Sino-American cooperative 
organization agreement 


Ordnance supplies and equipment ons ‘ 284, 068 
Radio equipment and supplies___- = , 820, 664 
Fiscal codes, aerology............---- ‘ . 957, 782 
Equipage, shore bases__-_-- . nee . A se 585, 045 
Training of Chinese students ‘ , 200, 000 
Medical equipment é 159, 494 
Public works construction and maintenance i 79, 304 
I OI I iene nenipintiincdeinininlantetssiaibpquiantuilidmnincmidiles 63, 449 
Communications 14, 747 
Clothing —....-- 2,310 


a . “oO 


Aviation supplies and materials__...............--~~-- a 67 
NOE eit css sarittene LAS Se 


STATEMENT 3.—Transfer of United States naval vessels under Public Law 512, 
79th Cong. 


Number of Number of 
vessels trans- | vessels trans-| Number of 
Number of ferred at a ferred ata | vessels trans- 
vessels trans- procuren ent I rocurement ferred at a 
ferred ut © cost of $27.3 | cost of $39.5 | procurement 
procurement } , milli 7m _ million cost of $74.6 
cost of $141.4 included in included in million 
million lend-lease lend-lease _| reported 
transfers transfers under Public 
prior to after Law 512 
Sept. 2, 1945 | S 2, 1945 





Total 


River gunboat 
Destroyer escort 
Patrol craft escort 
Large minesweepers 
Landing ships 

Tank 

Mechanized 
Landing craft, Infantry (large 
Destroyer escort tender 
Landing craft, tank 
Auxiliary ocean tug tanker 
Auxiliary floating drydock 
Landing craft 

Mechanized 

Vehicle and personnel 
Motor minesweeper 
Submarine chaser 
Motor gunboat 
Repair ship, landing craft 


i 
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STATEMENT 4.—Transfers under the China aid program, authorized by sec. 404 
(b), China Aid Act of 1948, through Dec. 31, 1951 


[In thousands of dollars] 


| 
Army | General |Depart-| 
Services | ent of 
| Admin- 
Ground | Air pro- | istra- 
program| gram | tion 


Govern- | 


Medical supplies and equipment , 582 | 5 { oka , 590. 1 
Fuel, lupricants, and petroleum products _|_.._- . > 575. aa -.-| 7,819.4 
Communication and _ transportation | | | 

equipment (except military aircraft | 

and watercraft) ___- 
Industrial equipment 
Other equipment (except agricultural 

and military aircraft and watercraft | : ie 14.0 
Clothing, textiles, and footwear | : § | 18.0 
Miscellaneous manufactured end prod- 

ucts (except ordnance, ordnance stores, | | | 

and aeronautical material) ; | 299 | 6,030.6 | 6, 329. 6 
Ordnance and ordnance stores -| 51,355 3,999 4, 481. ¢ ‘ | 19.1 | 50, 854. 4 

| 


3, 729.0 
452.0 


Military aircraft and aeronautical ma- 
terial . 
Military vessels and watercraft «b- 1, 592 ‘ } 1,592.6 
Services = a} 180 | 266 446.0 
Technical aid-.- ecgddsntleae 559.7 |... | 559.7 
| 


63 | 3,726 | 5,681.6 


Ocean transportation | 


1, 800 | 310 | 2,110.0 

Cash (Riggs National Bank +--|--0 | 28, 880.8 | 28, 880.8 
} 
DO cinriiiiiiittitennnosokis saiition 





63,132 | 8, 652 |6, 795. 1 p, 705.6 |1, 911.7 |28, 880.8 |123,077.2 


STATEMENT 4A.—Selected items shipped to China under the China aid program 


Number delivered 
United States rifles, caliber .30 132, 851 
Browning automatic rifles, caliber .30 8, 793 
Heavy machineguns, caliber .30_----_.________-__-_--- ‘ 1, 707 
Submachineguns, caliber .45.._-..----_------- 12, 975 
Rocket launcher 1, 196 
Grenade launcher ; ‘ ; . 5, 758 
.30-caliber ammunition. 231, 221, 082 
.45-caliber ammunition 6, 577, 498 
Rocket ammunition 66, 380 


Grenades 280, 560 
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STATEMENT 5.—Ammunition transferred to Chinese Nationalists by 
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States marines in north China, April-September 1947 


Type 


Rockets, high explosive, antitank: 

2.36-inch 

4.50 inch... 
20-millimeter : 
37-millimeter 
60-millimeter mortar 
80-millimeter mortar 
75-millimeter gun 
105-millimeter howitzer 
155-millimeter howitzer 
155-millimeter prop, charge 
Grenades 

Hand 

Rifle 
Demolition blocks 
TNT, pounds 
Charges, M-12 prop 
Bangalore torpedoes 
Mines 

Antipersonnel 

Antitank 
Small arms 

30 caliber 

45 caliber 

50 caliber 
Grenade adapters 
Flamethrowers 

Portable 

Cylinders 
Bombs, 500 pounds GP 
Demolition charges- 
Artillery fuses 
Pyrotechnics 
Blasting caps_ 
Blasting fuse, feet 
Firing device 
Detonators 
Shaped charges... 
Detonating cord, feet__.- 
Firecrackers, M-11__. 
Ignition cylinder, M-1 
Napalm, gallons. ..._..... 
Bomb fuses, AN, M-230 
Shells, shotgun, 12-gage 


Sige GttOs ina i ccawcondqeo photh daipad epene)e 


Number of 1947 esti- Total 


743 


the United 


units mated unit estimated 


transferred cost cost 


$25, 
19, 
17, 
13 

141 

18S 


8, 


O84 
200 
467 
831 
fi4 
244 


, 614 


, 199, 76 


430, 


§2 


460 


, 200 

- 200 
3, 000 
2, 761 
45 

9, 000 
72, 581 
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STATEMENT 6.—Ammunition transferred by the Fleet Marine Force, Western 
Pacific, at Tsangkou Airfield, Tsingtao, China, April—September 1947 


! 
| 
Number of | 1947 esti- Total 
units | mated unit | estimated 
transferred | cost cost 


24, 665 8. 56 $457, 782 
30, 903 278, 127 
28, 042 2. { 83, 285 
5- nillimetet |, 337 ‘ 8, 132 
155-millin cade p el 1arge ‘ 7, 414 . 9 36, 551 
Grenade, hand | 
Fragmentation | 27, 575 4 33, 090 
All others 3, 640 | 35 . £06 
Grenades, rifle, all types 9, 650 3. 48 3, 582 
Bangalor rpedoes , 810 3. 03 , 896 
Smal] arms, caliber .30, carbine and ri , 488, 490 / , 680 
Mines | 
Antitank — " 732 248 
Antipe “rsonnel - and ’ 686 , 488 
Shaped charges 
40-pound .._...... } 634 3.6 , 680 
10-pound » | 200 ) 2, 9382 
Grenade adapters, all types , 272 26 , ill 
Shell, 37-millimeter, al] types and shot , 035 , 867 
Rocket, gh explosive, antitank 321 | 5 544 
Flares, trip, all types 911 | , 288 
Device, firing 
Pressure-type 980 | 85 833 
Pull-type ; , 410 ; , 043 
Push-type ‘ 340 ; 
Releese-type , 040 
Lighter, fuze 

Waterproof ee 2, 000 
Friction-type Sentai 55, 000 
Pyrotechnic signals, ground__. oe ee , 010 9. 
Fuze, igniting, hand grenade Sensei aban , 725 42 

Shells, shotgun No, 00B.. aie | 720 54 
Cord, detonating (Prima) 500-foot spools 280 | 
ec ees ; eee ss woveoleseneeeosnons| 1, 318, 904 

| 








Mr. Vorys. In fiscal year 1950, when this chart starts, we were in- 
formed that $2 billion worth of aid had been sent to China, and as I 
remember it, by 1949 the Chinese Government had already retreated 
to Formosa. 

For the period of time this covers, fiscal year 1050, we were told, I 
think in the fall of 1949 in the white book, that $ $2 2 billion worth of aid 
had gone to China, and I think that by the fall of 1949, the Chinese 
Government was on Formosa. 

(Discussion off the record.) 

Mr. Fuuron. Could I add No. 8 to the request ? 

General Stewart. Yes, sir. 

Mr. Fuuron, What happened to the equipment after it was re- 
ceived by China, particularly with respect to effective use of the 
equipment delivered ¢ 

General Stewart. I shall attempt to get these answers. 

Mr. Fuuton. The point might clear up some disputes if we know 
that it went to the right places and was used for the protection of the 
free world. I believe you had defined “excess” limiting it in your 
definition, solely to excess according to the regulations of the Army. 
I believe that you should have included the surplus as well. Are you 
not shipping both surplus and excess equipment from Army stores 
at the present time? 

General Stewart. It is my understanding, sir, that “surplus” is 
“excess” not required by any other governmental agency. It is surplus 
to the national needs. “Excess” as I understand it—and I think I have 
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it correct—is excess to the military requirements. There are certain 
things that, having been declared excess to military requirements, are 
circulated through all the other departments of the Government to see 
if they have need for them. If there is no need, it is surplus equipment. 

Mr. Futron. The word “excess” is limited to foreseeable military 
need. The word “surplus” is not limited that way. Of course, if the 
other departments need it they get it before it is sold. However, I 
think you should have the two categories in there. 

General Srewart. Certainly some of the excess would be surplus; 
yes, sir. 

Mr. Vorys. Secretary Robertson would like to make a comment on 
this recent colloquy and I have just stated to him that our hope in 
proceeding into the details was not to shut him off, but our hope was 
that he would feel free to make comments as we went ahead. While he 
is not familiar with all the details of this, his comments can often be 
extremely helpful. 

Mr. Roberston 

Mr. Rosgrtson. I think it would be interesting to this committee to 
get a breakdown of that so-called $2 billion of aid to China. I think 
you will find that a great deal of it is bookkeeping. I know that the 
Chinese had to buy a vast amount of material rotting on islands over 
the Pacific in order to get some of the things that they needed very 
badly, and much of what they got was of no use to their economy. 

I think this committee would be very much interested in a break- 
down of just what that $2 billion consisted of, and I think you will 
find that a very substantial amount of it made no contribution of any 
kind, milits arily or economically, as far as saving that situation was 
concerned. 

Mr. Barrie. I am wondering whether this new contribution we are 
called upon to make is going to make any effective impact upon the 
war situation. 

Mr. Vorys (presiding). Go ahead, General Stewart. That is what 
is being explained now, I hope. 

(Discussion off the record.) 

‘Mr. Vorys. Whether the ones are in being and equipment, or whether 
the others are overequipped, or how much these people got before we 
started with the sunlenaiien. 

Go ahead. 

Mr. Woop. Could I just point out there, Mr. Vorys, that “divisions” 
are used as military terms, but the missions of divisions, the number 
of troops in them, and the types of equipment they need vary vastly 
and you have to look into all those factors before you can make a valid 
comparison, just on the basis of divisions. 

Mr. Vorys. We are talking about [deletion—secret] men. If divi- 
sions are not the sensible way to present it to us, then get some way to 
do it, but we are taking it the way you hand it tous. We have divisions 
and over here we have the number of bodies. If divisions does not 
mean anything, let us quit talking about it. You are the one who is 
trying to explain it to us, and if the explanation is meaningless, we 
will get some other way of explaining it. 

Mr. Woop. It is not meaningless, Mr. Vorys. Some way has to be 
found to express these things and there is no good way in brief on a 
chart to express all these differences that exist. 
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Mr. Vorys. For example, the total there of men on active duty in 
Formosa comes to what ¢ 

Mr. Woon. Taking the Air Force and the Navy altogether, you 
come to about {deletion—secret |. 

(Discussion off the record.) 

Mr. Woop. Of course, the divisions apply only to the land force; it 
does not take into account the Navy and the Air Force, which are not 
organized into divisions. 

1 think it might be well, Mr. Vorys, if we put into the record a 
discussion of this question for your information, going into some of 
the differences that are involved, differences which in some cases are 

very great 

Mr. Vorys. I think if you would put into the record just an expla- 
nation of this—just take the two we have mentioned. 

(Discussion off the record.) 

Mr. Vorys. Now for Formosa [deletion—secret ], in being, Decem- 
ber 1952. That does not involve Army, Navy, Air Force, or any- 
thing else. ‘Those are just the figures you have presented and they 
require explanation. 

Mr. Woop. I think that is right, Mr. Vorys, and we will attempt to 
put something in the record that explains this very complicated ques- 
tion for you. 

Mr. Jupp. What does that “JCS force base” mean? Joint Chiefs 
of Staff ¢ 

Mr. Woop. That isright. In the case of NATO countries, the forces 
each country will provide are determined in these annual reviews. 
In the case of these other countries, there has to be some authoritative 
basis for deciding what forces the United States will assist. That is 
done by the Joint Chiefs of Staff. They study each country and rec- 
ommend to the Secretary of Defense what forces the United States 
will assist in equipping and supporting. 

(Discussion off the record.) 

Mr. Jupp. I do not figure that one out. Our figure is larger than 
theirs. 

General Stewart. Yes; but we are building them up. You see it is 
a little different from the case of France where we are assisting in 
supporting certain forces in being. In this case—I wish the Navy 
would check me here—we are attempting to build up these naval 
vessels. The JCS has recommended that we support them up to that 
number of combat vessels. 

Mr. Jupp. And the same on aircraft, support them up to [deletion— 
secret | on aircraft from their present level of {deletion—secret ]. 

General Srewarr. That is right. We will have to supply prac- 
tically all of that. 

Mr. Jupp. When you recommend a program of this amount in the 
coming fiscal year, it is in terms of supporting that JCS force basis. 

General Srewart. That is right, that is our basis. 

Mr. Jupp. I understand it now. 

General Stewart. To continue, here, we have shown the usual infor- 
mation. In addition to showing the money value we have shown in 
these particular items what has been delivered and what remains to be 
delivered from approved programs. 

We have shown here for the same items what we propose to place 
in the fiscal year 1954 program, and in the last portion of the chart, 
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we show the training activities. We have authorized the Military 
Assistance Advisory Group to fill that number of training spaces. 

(Discussion off the record. ) 

General Stewart. To repeat something said several days ago, this 
training consists of sending these people to our schools, largely to teach 
them to handle our equipment. We train a great many mechanics and 
technicians and in addition we send some of their officers to our regular 
schools like Fort Benning and Fort Knox and Fort Sill. The naval 
and air people do the same thing. In the Air Force we train pilots. 

The basic objective is to create a sufficient number of qualified people 
to establish and conduct their own schools. It is our hope that the 
training program, if it continues, will be on a descending rate for train- 
ing after this year. It certainly will be in many countries. 

Mr. Jupp. Now, I would like to ask, General, going down through 
the items we have sent them, what kind of tanks are those! 

(Discussion off the record. ) 

Mr. Jupp. Are they light tanks or medium or heavy ? 

General Stewart. I would have to get out my detailed program to 
determine that. 

Mr. Jupp. Now, on the artillery, one of the problems of Formosa, 
of course, or one of the swords hanging over its head is the capacity 
of the Communists to attack it from the air. 

General Srewart. Yes, sir. 

Mr. Jupp. As soon as the Reds in 1949 moved down into Fukien 
Province, where I used to live years ago and where I still have some 
lines of communication, they immediately began to take the airfields 
that Chenault had built for the 14th Air Force in Fukien Province, 
right opposite Formosa, and lengthened the strips so they would ac- 
commodate jet aircraft. 

They intend to take Formosa. I hope we do not imagine that they 
do not intend to take it. 

One day they can start an attack upon Formosa. 

Does it have antiaircraft artillery’ Are the defenses of Formosa 
against air attack at all adequate ? 

(Discussion off the record.) 

Mr. Jupp. What kind of artillery is that? 

General Stewart. The artillery shown here is largely the artillery 
that goes into divisions. 

Mr. Jupp. There again comes the question—and this is the question 
responsible Chinese raise: Is the United States in earnest about try- 
ing to save Formosa, or is it still doing what Mr. Truman once said 
to us, “We will use them if we have to.” The Chinese know that they 
are being held up with only a string. They know we would rather 
drop them in the well, but if worst came to worst we might have to 
use them, so we keep them on a flotation basis, nose just above level 
of the water, for an ultimate emergency if it came. They know that 
and it is hard to get any will to go all out when they know we do net 
want to use them if we do not have to. 

To my knowledge we have never yet sat down with the Chinese and 
said, “We want you to win. This is what we are prepared to do, 
this is what we think you ought to do, These are some changes we 
think ought to be made. Are you willing to make those changes if 
we come along and do so and so and so”? 

838064— 53 48 
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We do it with the British, we do it with the French. We have never 
done it to this day with the Chinese. They do not know where they 
are. Except they know we do not have the will to help them win. We 
are using them in a holding operation. 

This artillery item is an illustration. If we have no antiaircraft 
defenses, what is the use of putting [deletions—secret] in without 
some protection? Then, one day Formosa is taken over by the other 
side and then people will say, “Well, you see all that stuff we sent to 
China went to the Communists.” 

I realize Iam asking you to unscramble the eggs, to use Mr. Robert- 
‘on’s phrase. But, somewhere we have to straighten this program out. 
| see no reason to put any money into it at all unless we intend to win. 

Can you comment on that? 

General Stewart. This military-aid program, of course, is designed 
to, each year, improve their combat capabilities. 

(Discussion off the record.) 

Mr. Jupp. Now, come to their aircraft. What is their aircraft? 

(Discussion off the record.) 

Mr. Jupp. Their airfields have been fixed up so they can use them? 

(Discussion off the record.) 


STATEMENT OF LT. COL. DANIEL D. DUFF, OFFICE OF ASSISTANT 
FOR MUTUAL SECURITY, U. S, AIR FORCE 


Colonel Durr. We have an ammunition program from the Chinese 
Nationalist Air Force. It is not precisely in the same terms because 
we have taken their computation of what ammunition they need. 
Whereas, for France, we computed what we considered they should 
have and programed that. In this case we have programed ammu- 
nition for the Chinese Nationalist Air Force as they calculated they 
needed it. 

(Discussion off the record.) 

General Srewart. Let me come back to the first question and clear 
that up before we zet to the second one: There is a bill in Congress 
right now authorizing the transfer of certain vessels to the Chinese. 

(Discussion off the record.) 

Mrs. Ketiy. Those vessels that are in that bill are the type of ves- 
sel that would permit the transporting of the troops from Formosa 
to the China mainland ¢ 


STATEMENT OF CAPT. W. S. RODIMON, U. S. NAVY, FOREIGN MILI- 
TARY AID, MATERIAL CONTROL DIVISION, OFFICE, CHIEF OF 
NAVAL OPERATIONS 


Captain Roprmon. I think one point should be explained to indi- 
cate the measure of our aid before the beginning of MDAP. We 
transferred at the end of the war large numbers of LST’s, LSM’s, 
and craft of that sort which are the smaller amphibious type. 

Mrs. Kextiy. They are included in the number of the previous ad- 
ministration program ? 

Captain Roprmon. They are included in forces in being. 

(Discussion off the record.) 

Mr. Vorys. Does the bill involve military aircraft? 
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General Stewart. No, sir. 

Mr. Vorys. I mean military vessels? 

General Stewart. Yes, sir; it does. 

Mr. Vorys. You included for Greece in your figures here the sub- 
marine that is in that program; is that correct ¢ 

General Srewarr. That is correct. The bill for the Chinese is a 
special bill. Congressman Cole has introduced a bill to transfer cer- 
tain naval vessels to Formosa outside of this program completely. 


STATEMENT OF MR. SAMUEL EFRON, ASSISTANT GENERAL 
COUNSEL, DEPARTMENT OF DEFENSE 


Mr. Erron. Mr. Vorys, may I explain this for a moment ? 

Mr. Vorys. Yes. 

Mr. Erron. The submarine for Greece was included in this pro- 
gram but in compliance with Public Law 3, it requires special legisla- 
tion for the transfer. The so-called Cole bill was without relation 
to this program and was not sponsored by the executive branch. 

Mrs. Ketty. The Cole bill was not so sponsored ? 

Mr. Erron. That is right. 

Mr. Vorys. Proceed, General. 

(Discussion off the record.) 

Mr. Jupp. After we got a division equipped on Formosa, could they 
pring one back from an island and send a new one better equipped over 
to the island ? 

General Stewart. I suppose they could, sir. 

Mr. Jupp. I hope so. 

General Stewart. I believe the MAAG over there has certain des- 
ignated units of support, but I know of nothing that prevents that. 

Mr. Vorys. What is the reason for the reduction ? 

(Discussion off the record.) 

General Stewart. I will find out, sir. I honestly do not know why 
that is, except that they are not part of this organized, concentrated 
force. 

Now, what the policy was back of that, I really do not know but I 
can find out. 

Mr. Vorys. I would have thought that as to the offshore islands, 
and I understand there are a lot of islands that do not show on a big 
map, but they would be important for the defense of Formosa. 

Would you find out about that? 

General Stewart. Yes, sir. 

The strength of the Chinese forces has already been discussed. We 
have gone into the Navy and we have discussed the Air Force and 
brought out the point that they are beginning to receive jet aircraft 
at this time. 

I have attempted to show what has been delivered, what remains 
to be delivered, and the forces we are supporting in Formosa. 

Mr. Jupp. If this 1954 program is authorized and carried out, will 
that provide for the full equipment and training, and so forth, of 
those (deletion—secret) divisions ? 

General Stewart. No, it will not. 

Mr. Jupp. They use the term “combat effectiveness.” After this 
new year’s program, assuming it is carried out, what percentage com- 
bat effective will they be then? 
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General Stewart. I do not have an official document saying what 
they are. I do know something about it because I happened to get 
into two of the divisions very much in detail at one time. 

I would say that when we have delivered the equipment already 
funded and requested in this program, that these divisions would be 
fairly effective. 

Now, you have to remember that they are not equipped on the 
scale of an American division, and when you speak of being combat 
effective, you have to know what you are comparing against. 

I would say that they would be quite effective as compared to a 
similar-sized United States unit, the United States basic division 
being considerably larger. That is because they are not being equipped 
with tanks and artillery on the scale of our units. 

Actually, the Chinese do not want too much heavy artillery because 
they cannot move it around in mountainous places. 

Mr. Jupp. They are getting ready for hit and run and guerrilla 
operations 4 

General Srewarr. Yes; they have some pack artillery, which they 
wanted. 

Mrs. Keiiy. How combat ready are those (deletion—secret) divi- 
sions in being in 1952, at the end of this year and at the present time? 
You gave us those figures on other countries. Do you have them on 
Formosa ¢ 

General Srewartr. No, ma’am. The judgment as to combat readi- 
ness was all made by General Ridgway’s staff. 

Mrs. Keiiy. Can we get that? 

General Stewart. We can get our MAAG’s estimate of what they 
are and we would be very glad to give you the MAAG’s estimate of 
their effectiveness. 

Mr. Jupp. I think we ought to have that. For example, of the 
total program that has already been voted during the last 4 years, 
they have had about (deletion—secret) percent delivery as of the 
end ef March. Obviously, they cannot be expected to be too far along 
if they only have (deletion—secret) percent of delivery. 

You see, this whole program—I assume you mean through 1954. 

General Srewarr. Yes. 

Mrs. Kerxiy. The delivery of the 1954 program will not be until 
1956, so at the end of 1956 they will only be (deletion—secret) percent 
combat ready. Is that correct? 

General Srewart. That is my judgment, compared to a similar- 
sized United States unit. 

(Discussion off the record. ) 

General Srewart. That is right. 

Mr. Jupp. Mr. Chairman, would it be proper to ask if there is any- 
body over in the Pentagon, some qualified military man, who has 
recently been over there and who could give us an estimate? Have 
you been there yourself, General ! 

General Srewart. I have not; no, sir. 

Mr. Jcpp. General Olmsted was here along in March, and he gave 
us quite a lot of information, but I understand a lot has happened 
since then, there has been some stepping up of the tempo of deliveries 
and training efforts since then. 

General Stewart. We can bring General Chase in if you want him. 

Mr. Jupp. Is he here in town? 
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General Stewart. No, but we can get him here. We had him sched- 
uled at one time, to appear before you, and then we got an indication 
that you were going to move quite rapidly and we did not bring him 
in, but wecan get him in here. He is the Chief of our MAAG, there. 

Mr. Jupp. Mr. Chairman, there is no area that is more controversial. 
There is no area about which people talk more without knowing too 
much about it. 

I think it would help the committee and the Congress if we could say 
that we talked to the man who is the chief over there. We brought 
Ridgway back, we brought MacArthur in when he was back and Van 
Fleet. I think we should be in a position to speak with a certain 
amount of assurance instead of on the basis of rumors, speculations, 
and controversy. 

Mrs. Kretxy. President Eisenhower was over there after the election. 

Mr. Jupp. Not to Formosa. 

Mrs. Ketxy. Did he not go to Formosa ? 

Mr. Jupp. No. 

Mrs. Keutiy. There is an estimate by Governor Stevenson in Look 
magazine of the combat effectiveness of the forces on Formosa. 

Mr. Jupp. There has not been any top person out there since Gen- 
eral Marshall, except General MacArthur, and he got spanked for 
going. 

Mr. Vorys. We would like to get somebody to appear before this 
committee who knows something about Formosa, 

We would also like to have somebody from the Joint Chiefs of 
Staff, or somebody who will not say, “I'll have to go look it up,” who 
can explain why it is that for the forces on Formosa. 

( Discussion off the record.) 

Mr. Vorys. There isn’t anything so fabulously different between a 
Frenchman and an Italian and a Chinaman that causes the Italian, 
body for body, to have to have that much more money spent on him. 
If there is, let’s hear about it, and let’s hear about the comparative im- 
portance in strength of these places. 

These figures are very revealing, but what they reveal has not been 
explained, | at least to the satisfaction of some of the committee. 

Mr. Furron. In 1956 on the Joint Chiefs of Staff force basis, there 
will be in Formosa just (deletion—secret) divisions that we are sup- 
porting, that are (secret—deletion) percent combat ready. What 
position will those troops be in—bec ause I understand they are over- 
age, now. When we add 3 more years’ time? Are you going to have 
a viable force, or are you going to have the old soldiers’ home ? 

General Stewart. They will get no better as they get older. It 
becomes increasingly difficult, of course, in any unit to maintain a 
high morale and a high state of readiness unless there is some definite 
goal at which you are aiming. 

With the passage of time, it is going to become more and more 
difficult to maintain a high state of training. 

Mr. Fuuron. What is the average age now, outside of the Air Force? 

Mr. Roserrson. I think it is 28. 

(Discussion off the record.) 

Mr. Fuuron. Could I make a specific request on that? 

I might say, as a member of the Foreign Affairs Committee, it is 
very embarrassing, after we started in our questioning of Harold 
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Stassen, asking for exactly what was later brought out by Senator 
McCarthy, we were told that it was hush-hush, supersecret, and that 
it was something that could not be gone into. 

Now, there must be outside information that can be gotten on this 
particular question. 

( Discussion off the record.) 

Mr. Fuuron. If McCarthy can get it through Government sources, 
possibly this committee ought to have it. 

Mr. Jupp. The trouble is that if it does not get out to the responsi- 
ble groups, it almost certainly gets out to the irresponsible—gets out 
to the public, we should say. 

Mr. Fuuron. I do not see why we were not given it when we started 
to ask for it several weeks before McCarthy ever got started. 

General Stewart. I will make an effort to get that information. 

Mr. Woop. What is the wish of the committee about calling some- 
one before the committee on this subject? I have been informed that 
Admiral Radford is in town, and I believe that he would be available. 
I would want to consult with him first, but I believe he would be 
available, and I believe he could give this committee an authoritative 
statement on some of these questions which have been quite properly 
asked. 

Would the committee wish us to attempt to schedule a session with 
Admiral Radford on this subject ? 

Mr. Vorys. I so move. 

Mr. Jupp. He is familiar with the Indochina situation, too, is he 
not? Doesn’t that also come under the Asiatic Fleet ? 

General Stewart. He has had members of his staff in Indochina. 

Mr. Jupp. I was going to ask that we have not only somebody from 
Formosa, but somebody from Indochina. 

Our study group were over there to look at it briefly, but we ought 
to have somebody who knows. 

Mr. Vorys. We would like to have Admiral Radford. Then, if 
Admiral Radford is not familiar with this program, we want some- 
body who is familiar with the comparative details, who can explain 
why it was that, as Jim says, it looks as if we are maintaining an old 
soldiers’ home on Formosa. 

Mr. Fuuron. Not that we are. I want to raise the question of it. 

Mr. Vorys. The amounts of equipment compared with what we are 
putting into Greece and Turkey. We want the field estimates which 
Admiral Radford could give us. 

Mr. Jupp. In my opinion the greatest weakness of our policy in 
Asia that has led to disaster, has been that it has been a half-hearted 
policy. We did enough to make it look as if we were supporting the 
Chinese government, but not enough to win. I do not think there is 
any sense in taking a dime of the taxpayers’ money to do a job unless 
we do enough to succeed. 

Apparently people properly conclude that the Pentagon wants to 
appease the Hill on China and so comes up with a so-called China 
program that can’t succeed—and in fact, makes one suspect they don’t 
intend it to succeed. 

I do not want a China program that is a waste of money. I think 
that is one reason why the British properly criticize us. We pulled 
the rug out from under Chiang Kai-shek and yet carry on the pre- 
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tense of supporting him. Therefore, they think we are not realistic. 
We either ought to support him and try to win or we ought to forget 
about it, and go over to support of the other side. 

I think they have a lot of logic. I think there is nothing more 
important than to get our policy settled. I hope this is our policy, 
that those 300,000 or 400,000 Chinese forces on Formosa are to be 
considered by the Chinese and us as expendable in an effort to make 
enough trouble for the Communists on the mainland, that it will 
weaken the Communist hold and at least buy time, and perchance suc- 
ceed in getting a foothold somewhere in the southern provinces there. 

If we do that, we will save Indochina. Without that, I doubt 
that we will save Indochina, without enormously greater expendi- 
tures in men as well as money than anything yet contemplated. 

I know the Chinese at the top per fectly coldbloodedly know they 
cannot conquer China from Formosa, but they may be able, in an ex- 
pendable role as a part of the world struggle—they look at it that 
way; they are Orientals—to put enough monkey wrenches into the 
Communist machinery on the mainland, that they could start the tide 
going in the other direction. 

Now. I quit. 

Mr. Woop. Could I have a word with Mr. Crawford of the com- 
mittee’s staff in trying to arrange a time when the committee would 
be prepared to hear Admiral Radford on some of these questions ¢ 

Chairman CurperrieiD. That should be in executive session, because 
we want to get information. 

Mr. Woop. Also, I would like to get into the question of who best 
could testify on Mr. Vory’s question concerning the difference be- 
tween numbers of men, money, divisions in different countries and 
work with Mr. Crawford in scheduling a hearing on that subject. 

Would that be satisfactory ? 

Mr. Vorys. Yes, it would. 

Mr. Futron. With regard to Admiral Radford, in his position, 
do you not think it would be good to have him first in public session ? 
He has such a high-level position, and the public, of course, will be 
interested in his views. 

Mr. Vorys. It strikes me that would be for Admiral Radford and 
the administration to decide. It seems to me that while the public 
would be enormously interested, if he did not take over until August, 
it would be a high level matter as to whether he could express himself 
publicly. I would be delighted to have him do it. 

Mr. Woop. If it is satisfactory with the committee, we will discuss 
it with him, and at least take into account his feelings. 

Mr. Jupp. If, when you present him with this problem, he says that 
he does not have sufficiently up-to-date information regarding the 
present state of affairs and condition of the forces in Indochina, and 
in Formosa, may he be given the desire of this committee to get infor- 
mation from somebody that he may want to bring back, who can give 
us the latest and most up-to-date information. 

I think he probably has it himself. 

Mr. Woop. I do not wish to speak for him, but since he has been 
area commander, I should think that he would have that information. 
However, we will inform him as to the kind of information the com- 
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mittee wishes and then perhaps he can decide as to whether he wishes 
to bring someone with him or call someone back from the area. 

Mr. Vorys. Well, could I just say this: It seems to me that if he is 
going to be head of the JCS during the time this is to be administered, 
that we are not asking anything very out of line to say that he should 
be ready enough now to give us some opinions on the relative assign- 
ments of our military strength. 

Mr. Jupp. And, what he would like the Congress to do. 

Mr. Fuuron. That is why I think we need to sell the public on a 
program in that area. 

Could I ask one other question regarding the Navy: There have 
been rumors previously of operations of Soviet submarines in the 
Trust Islands, and in the Soviet Pacific. I wonder whether you have 
any information on that, for later use? 

General Srewarr. I have not. 

Mr. Chairman, unless there are further questions, that completes 
this item. 

Mr. Woop. Mr. Chairman, if I may ask Dr. FitzGerald to discuss 
the defense support program in Formosa, we can then complete the 
picture on Formosa. 

Mr. Jupp. Does the Secretary care to comment on this? If you 
have anything to say at any time,-I wish you would feel free, because 
we are groping. 

Mr. Rozsertson. Well, I am a layman, and I am not in any way 
qualified to pass on the military aspects of this program. I am glad 
you are going to have Admiral Radford in here. I think you will get 
much more information from him in your executive session than in a 


public session. ‘There will be maiy things that he could not say for a 
public record. 

He has recently been there, and I think he has some very positive 
ideas about the situation there that will be very interesting to this 
committee. I hope you will let me sit in on the conference when you 
have it. 


STATEMENT OF HON. D. A. FITZGERALD, DEPUTY TO THE 
DIRECTOR FOR MUTUAL SECURITY 


Mr. FirzGrravp. First of all, let me report to the committee the 
status of funds already available. 

As of March 31 of this year, shipments to Formosa totaled $176,- 
489,000. 

Mr. Jupp. Do we have copies of what you are reading? I cannot 

t it when you are reciting it. 

” Mr. FrrzGrrarp. I think the papers are distributed now, sir. 

(The information referred to is as follows :) 


CHINA (Formosa) 


A. CURRENT SITUATION IN FORMOSA 
Political 
The National Government of the Republic of China arrived from the mainland 
in December 1949. Since that time political improvements have been achieved 
affecting the electoral system, fiscal management and, in particular, the distri- 
bution of land holdings. Morale on the island is rated good to excellent and little 
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threat exists to governmental authority from either internal Communist uprisings 
or Formosan independence movements. 


Economic j 

The economic situation gives the general impression of progress, including pro- 
duction gains generally exceeding prewar peaks under the Japanese administra- 
tion. Despite high military cost, inflation has been controlled due largely to 
counterpart support of the budget. Offsetting these gains, however, interest rates 
continue at over 5 percent per month and radical price fluctuations indicate under- 
lying weaknesses. In addition, the prevailing impression in Formosa regarding 
the likelihood of hostilities has recently brought about a domestic demand for 
rice, with a consequent lessening of export earnings. The support of 550,000 
troops and the general military buildup result in continuing high military costs 
which remain a serious threat to the economy, consuming 85 percent of National 
Government revenues. 


Military 

Military equipment and training assistance are furnished to the National 
Government under supervision of the United States Military Assistance Advisory 
Group. Largely as a result of this program there has been considerable improve- 
ment in combat efficiency since 1951 through standardization of weapons, uniform 
tactical doctrine, and better equipment and training. 


B. OBJECTIVES OF THE MSA PROGRAM 


The objectives of the MSA program are to support the Chinese Government in 
achieving: 

1. Economic stability—Control of inflation is a prerequisite to progress in other 
fields and is necessary to assure orderly processes of budgeting and taxation, 
mobilization of domestic and foreign capital, and the distribution of commodities 
for internal consumption and export. 

2. Support of the United States military effort-—This support, which comple 
ments the United States Military Defense Assistance Program, takes three forms. 
First, counterpart financing of local projects recommended by the MAAG. Sec- 
end, furnishing of counterpart funds to cover government budget deficits arising 
from high military costs. Third, financing and construction of joint-use facili- 
ties (required for both military and civilian use), such as highway bridges, 
harbors, railways, and powerplants. 

3. Increased capacity for self-support—MSA policy is to make possible the 
reduction or termination of economic aid through planned development of in- 
dustry and agriculture. 


C. PROGRESS IN SUPPORT OF OBJECTIVES 


Largely as a result of the MSA program, marked improvement has been regis- 
tered in the economic situation over recent months. From April through De- 
cember 1952 prices fell for the first time and since then have been relatively 
stable, as compared with 1950-51. As a result of improved tax collections, coun- 
terpart support and careful MAAG/MSA scrutiny of expenditures, the budget 
for 1952 was brought into relative balance. Export earnings in 1952 reached a 
postwar peak of $120 million. 

Production of major agricultural crops (except sugar) is above peak levels 
reached during the Japanese occupation. Rice production is at record levels, 
1,570,000 tons, due largely to MSA-financed fertilizer, improved seed, and ex- 
panded acreage. A program of land reform is well advanced. 

Industrial production in 1952 was 106 percent of 1941. Fertilizer production 
is 150,000 tons against 38,000 tons in 1948 and is higher than the Japanese peak 
of 34,000 tons. Mining is 82 percent of the level reached under Japanese occupa- 
tion, but this represents a sizable gain from production in 1950 which was only 
56 percent of the prewar base. Freight loadings, both truck and railway, ex- 
ceed previous records. Power capacity is 231,000 kilowatts compared with only 
80,000 kilowatts in 1946. 

In support of the military program MSA has built (1) one jet airfield and 
is completing another, (2) a 6,500 foot steel highway bridge to permit all-weather 
north-south traffic for the first time, (3) barracks to permit the National Govern- 
ment of the Republic of China to evacuate troops from temples, schools, city 
halls, ete., and (4) has improved arsenal production to permit contracts for 
offshore procurement. 
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D. CURRENT AND ANTICIPATED PROBLEMS 


1. Budget deficit—The high cost of maintaining the existing troop strength 
of 550,000 men results in military expenditures amounting to 85 percent of the 
national government, 50 percent of combined central and provincial government, 
and more than 45 percent of total expenditures of all levels of government. The 
government budget for 1953 contains overoptimistic estimates of certain revenue 
items (particularly profits from the sale of foreign exchange derived from rice 
and sugar exports), and fails to take into account certain unadmitted or “hidden” 
expenditures (such as the cost of military rice). Because of these unrealistic 
factors, the budget contains a small estimated surplus for the year, with the 
help of MSA counterpart aid. If achieved, this surplus would eliminate the 
deficit cash balance obtaining at the end of 1952 which is temporarily financed 
by the Bank of Taiwan. For the reasons outlined above, however, there is al 
most no possibility that a genuine budgetary surplus can materialize. 

2. Underdevelopment and undermaintenance.—Much of MSA aid has been 
used to compensate for the war damage and undermaintenance during and since 
the war. A considerable burden has been imposed on the economy through the 
arrival of 1.4 million refugees (including troops) who are not making a con- 
tribution to the economy in terms of production. Only as these problems are 
solved, can MSA take substantial strides toward strengthening the economy. 

3. Unfavorable climate fer foreign investment.—The state of war tension in 
the Far East has not made Formosa attractive from the standpoint of capital 
investment. Steps thus far taken to improve the climate for investment are 
considered inadequate. 

4. Improved export trade Military considerations have recently created a 
low level of rice exports. The world surplus of sugar and low prices have 
injured Formosa’s principal export industry. (Sugar accounted for about 58 
percent of export earnings in 1952, but may fall below that this year despite the 
bumper crop.) 

5. Slowness of governmental assumption of responsibility —Shortage of local 
currency, lack of middle and lower level trained personnel, preoccupation with 
military considerations, etc.—all impede the Nationalist Government of the Re- 
public of China in its efforts to take more responsibility. 


6. Arrivals of end items and capital equipment.—Procurement of military end 
items and capital equipment for economic development projects, with funds 
provided out of appropriations for past years, will result in an increase in the 
yolume of arrivals during the next fiscal year. To assure the proper utilization 
of these vitally important goods, there must be timely provision of funds to meet 
the local costs of installations. A significant amount of counterpart funds is 
required for this purpose. 





MUTUAL SECURITY ACT EXTENSION 


Estimated cost by major field of activity 
{In thousands of dollars} 


{Mlustrative fiscal year 1954 program (proposed)] 
Dollar cost Services 


United States Trainees 

Major field of activity Supplies tars 
Total | cauip- | Services | jumber 

ment 7? Dollar |N8™PEr) Dollar 


of 


cost ! cost 2 


persons | persons 


Public health $740 ll $194 
Agriculture, forestry, fisheries 12, 930 1 
I'ransportation, power, other public 
works 5, 885 
Manufacturing, mining, other in- 
dustry 9, 165 
General engineering advisory services 590 
Education 410 
Public administration - 653 
Other projects 
Maintenance of essential supply 39, 627 


Total cost of program 770,000 | § 67, 47 2, 552 ’ 10 1, 807 143 715 

o ieee caer eileen iter ineresietitii liliacaserttsatmrsiatiin asta cilia tarearssrse terrence trinsmnaiiannlalbinsimabtiad 

Caleulated as follows: MSA foreign service and PHS personnel at $15,000 per man-year; contract per- 

sonnel at stipulated or estimated cost per contract (estimates based on experience or other available cost 
lata 

2 Calenlated at $5,000 per trainee for full year. 

’ Includes $12 million of fertilizer imports which yield sales proceeds 

‘ Field personnel only. 

5 Estimated fiscal year 1954 cost of contract with United States engineering firm. Includes fixed fee, 
backup provided by home office, administrative and overhead expenses, etc., in addition to pay of field 
personne! 

6 Requisites for production and other essential civilian supplies imported for local sale 

’ Economic aid program only. Does not include, as in prior years, direct military support (common-use 
items). Such support is to be included in fiscal year 1954 military defense assistance progran 

§ Ineludes $51.6 million of salable commodities, $39.6 million in activity field 9, plus $12 million fertilizer 
in activity field 2 

Includes 45 contract and 64 noncontract personne! in field during course of year—49 for full year and 15 
wr shorter periods. As of June 30, 1954, however, contract and noncontract personnel combined will total 
only 88—the employment target for that date 
Includes $810,000 for noncontract and $997,000 for contract field personne! (salaries, home office backup, 
and administrative support). Aggregate cost reflects mean average employment permitted under person- 
nel targets set for June 30, 1953, and June 30, 1954 (80 and 88, respectively) 


Mr. FrrzGreratp. Shipments to Formosa to date through March 31, 
1953, as I indicated, amount to $176,489,000. It is at the bottom of 
the first table, entitled “Cumulative expenditures through March 31, 
1953.” 
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(The chart referred to is as follows:) 


China 


1. Public health 
Agriculture, forestry, fisheries 
Tr rtation, power, other 


works 


ANS]X 


(Formosa) 


Program costs by major field of activity 


{In thousands of dollars] 


Cumulative 
| through 
Mar. 31, 
1953 


Obligations 


Estimated 

Estimated | total (pro- 

Apr. 1-June) gram) as of 

30, 1953 June 30, 
1953 


$787 


26, 027 


56, 516 | 


Cumula- 
tive ex- 
penditures 
through 
Mar. 31, 
1953 


$175 
47, 429 


12, 637 | 


Unliqui- 
dated obli- 
gations as 
of Mar. 31, 

1953 
against 
total 
program 


$612 
19, 087 


13, 390 


Handicraft and manufacturing, mi 
other industry 
5. General engineering advisory service 
5. Education 
7. Public administration 
. Other projects 


795 
, 384 
133 
510 


9, 157 


1, 684 


1,149 


1, 052 


339 | AR 
349 


709 | 


181, 795 


Maintenance of essential supply 163, 600 113, 640 
125, 705 86, 093 
56, 090 27, 547 


11, 977 
44, 623 


Yivilian 
Sommon use _. 


Total fiscal year 1951, 1952, 1953 obli- 


gations 1 253, 367 23,647 | 277,014 | 1176, 489 100, 525 


1 Totals agree with controller/W’s records. Distribution by activity fields is an estimate based on 


mission reports. 


Mr. FrrzGeratp. The amount still to be shipped against funds 
already appropriated amount to $100,525,000. 

These data start from June 5, 1950, when Congress passed legisla- 
tion authorizing activities in the general area of China. 

In that respect, these tables differ from the other ones that go back 
to April 3, 1948. 

Mr. Vorys. if you pick out activities in the general area of China, 
there has been a China aid bill in effect since April 3, 1948. 

Mr. FirzGerarp. That is not included. I can give you the data for 
China under the original China aid bill. I do not have it for distri- 
bution. 

Mr. Vorys. It is only what got to Formosa, you see. 
was spent on the mainland is gone. 

Mr. Jupp. Little was spent on the mainland. We appropriated $275 
million, and there was still almost $100 million unexpended at the 
end of 2 years. 

Mr. Vorys. This must take care of everything else on Formosa. 

Mr. Fuuron. My No. 8 question on what happened after it got 
there would determine whether what stopped at Formosa or got to 
the mainland. 

Mrs. Ketity. How much actually got to the mainland ? 

Mr. Jupp. Stuff delivered on Formosa did not help on the main- 
land. Stuff that got there 6 months after the battle did not help win 
the battle, even though it is reported as billions of dollars in a figure. 

Mr. FrrzGerap. In the original program, Mr. Chairman, the de- 
liveries to China, including Formosa, amounted to $168,100,000. Now, 
that is not on your tables. 

Mr. Jupp. From when to when? 


The stuff that 
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Mr. FrrzGrravp. That was from April 3, 1948, until about June of 
1949, when the Chinese—was it 1949 or 1950, that the Chinese Com- 
munists gradually moved south? It was 1949. We did not deliver 
anything to any port in China after the Communists took it over. 
And, in the last few months, the only things we were delivering to the 
mainland of China were supplies that were fed into the rationing sys- 
tems that we had in the five cities there. 

This $168 million represents the value of all the commodities de- 
livered to China, including Formosa, from the beginning of the pro- 
gram, April 8, 1948, until we phased out in the early part of Tone 
1950. 

Mr. Jupp. You do no have a breakdown of how much went to the 
mainland and how much went to Formosa ? 

Mr. FrrzGerarp. Of that, $21 million went to Formosa, and the 
rest went to the mainland. That would be $147 million shipped to the 
mainland, 

Mr. Jupp. The biggest item was food, was it not? 

Mr. FrrzGeratp. Cotton was the largest single item, but food ship- 
ments were almost as great. 

Mrs. Keity. No military equipment was in this $147 million? 

Mr. FrrzGeratp. No, ma’am, none whotsoever. 

The illustrative program proposed for fiscal year 1954 is included 
in this blue book under the title “Formosa.” The total illustrative 
program recommended for fiscal year 1954 is $70 million, compared 
to a total program in the current fiscal year 1953, of $97.5 million. 
The 97.5, however, includes common-use items of $30.5 million, which 
are not included in the proposed economic program for 1954. Apart 
from common-use items, therefore, the 1954 program is almost iden- 
tical with the program in fiscal year 1953. 

The projects and commodities which it is contemplated that the 
funds will be used for in fise . year 1954 are shown, as compared to the 
actual programs in fiscal year 1953. Our project program is forecast 
at $ $30. 4 million in fiscal Bh a as compared to $29.3 million in fiscal year 
195: 

The programing for the maintenance of essential supply in fiscal 
year 1954, 1s $39.6 million, as compared to $37.7 million exclusive of 
common-use items in the current fiscal year. 

Mr. Jupp. We ought to have in the record a definition of what is 
included under “Common-use items.” 

Mr. FrrzGrratp, They include commodities intended to support 
the military forces which are similar to or identical with commodities 
used in the civilian economy, such as petroleum products, certain kinds 
of clothing, material which can be used either for civilian or military 
pur poses. 

(Discussion off the record.) 

Mr. Fuuron. Would you comment on the program of removing the 
people who are remaining in Burma, the Chinese troops who are 
there ? 

Mr. FrrzGerap. I would prefer to refer that question to the State 
Department, if I may, sir. We know it exists, but we have nothing in 
here for that. 

Mr. Fuuron. There are no funds in here for that ? 

Mr. FrrzGrravp. That is right, and we have had no requests from 
any other agency to finance it at the moment, sir. 
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STATEMENT OF SAMUEL T. PARELMAN, SPECIAL ASSISTANT TO 
THE ASSISTANT SECRETARY OF STATE FOR FAR EASTERN 
AFFAIRS 


Mr. Paretman. As you know, there are talks going on now in 
Bangkok, the four-country talks among the Burmese, the Chinese 
Nationalists, Thailand, and the United States, to effect that transfer. 
That is in process right now. 

Mrs. Botron. The transfer of the Chinese ? 

Mr. Parerman. Yes, talks on that subject. 

Mr. F'utron. Will there be any call for funds in this program ? 

Mr. ParetmMan. There has been no indication that there would be 
any cail upon us for funds for that purpose. 

Mr. Jupp. There has been debate recently about the whole question 
of counterpart. Some of these teams have come back from Europe 
and recommended the abandonment of the counterpart scheme. 

I notice in this summary of conditions in Formosa, you say, “De- 
spite high military costs, inflation has been controlled due largely to 
counterpart support of the budget.” 

Would you care, with respect to Formosa, or even generally, to 
make a statement as to your view as an economist and expert in this 
field, of this whole mechanism of counterpart that we have had here- 
tofore in the economic aid program ? 

Mr. FrrzGreratp. With respect to Formosa particularly, sir, the 
difference between total revenues and total expenditures of the Na- 
tional and Provincial Governments has for the last 3 years been made 
up partly from the counterpart of the aid that has been furnished to 
Formosa. 

In the calendar year 1952, the deficit in their budgets before counter- 
part assistance was 376 million Taiwanese dollars. The counterpart 
assistance made available to cover that deficit in the budget amounted 
to 279 million Taiwanese dollars, so there was still a slight deficit in 
the budget after counterpart assistance, but it was substantially bal- 
anced. 

Now, in addition to the use of counterpart to that extent, to con- 
tribute to balancing the budget, counterpart in the amount of $423 
million Taiwanese dollars was also used in Formosa to supplement the 
Taiwanese budget. The biggest single supplement 195 million Tai- 
wanese dollars was in direct military support of activities, airfields, 
roads, or whatever were needed in direct support of the military oper- 
ations in Formosa. The actual expenditures from the National and 
Provincial budgets in Formosa in calendar year 1952 for defense 
purposes amounted to about $1,325 million Taiwanese dollars, of 
which $1,211 million were from funds appropriated and collected by 
the Taiwanese Government, and $114 million were from counterpart 
funds. 

The total—and I think this, sir, is the important consideration— 
expenditures from the National and Provincial budgets in calendar 
year 1952 in Formosa amounted to $2,338 million Taiw: anese dollars, 
of which 57 percent were spent for defense, for military purposes. 
Only $1,013 million Taiwanese dollars were spent for all nonmilitary 
purposes in China. 

In the same year, the counterpart made available for all purposes 
in China amounted to $702 million Taiwanese dollars. It seems to me 
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clear that without the availability of that counterpart, whether it was 
used as a part of the budget, whether it was used directly for aircraft 
construction or other military expenses, or whether it was used as local 
expenses for rural reconstruction, it all underlays and helps support 
in Formosa this very large total expenditure for the militar y purposes 
in Formosa, and without that counterpart of the dollar aid, the de- 
fense expenditures in Formosa would have had to be very substantially 
less because it is obvious that little could have been cut out of the “non- 
military” expenditures of the Chinese Government. 

Mr. Jupp. Then the use of this counterpart is very important. 

Mr. FrrzGeratp. It is vital to the effective moving forward of the 
Chinese economy and of the military effort and program in Formosa. 

Mr. Jupp. And you said their budget was $2,475 million and that 
their deficit out of that was $249 million ¢ 

Mr. FrrzGeratp. The total expenditures include those in the budget, 
and those paid directly from counterpart which did not go through 
the budget. The combination of those two was 2,761 million Taiwan- 
ese dollars. 

Mr. Jupp. The deficit? 

Mr. FirzGeratp. The deficit in the budget proper before counter- 
part was $376 million. This of course does not take into account the 
extra budgetary expenditures of $423 million financed through count- 
erpart. 

Mr. Jupp. $376 million out of $2.4 billion—they did not do too 
badly consideri ing there are only 8 million or 9 million people support- 
ing 550,000 military. 

Mr. FirzGeravp. That is correct, sir. 

On the budget itself, let me make it clear that the total revenue col- 
lected by the Chinese Government amounted to just under 2 billion 
Taiwanese dollars, and I think this deficit has to be related to their 
own collections, so their deficit before counterpart credit amounted to 
about 19 percent of their revenue. 

Mr. Woop. It should be noted that this counterpart is generated by 
imports of goods financed by the funds made available, and those im- 
ports in and of themselves add to the supply of goods in the economy 
and therefore are a very important element further combating in- 
flation. 

Mr. Jupp. I was surprised by some of the reports of these Stassen 
groups coming back, advocating abolition of counterpart. 

Mr. Woop. They did not do so in the Far East, as I understand it. 
That was applicable to their recommendations in other areas of the 
world. 

Mr. Vorys. Could I ask a question at this point? I notice where 
you have been reading page 32 of your book, this green book, which 
refers to the high cost of maintaining an existing ‘troop strength of 
[ deletion—secret ] men. The evaluation team refers to maintaining 
| deletion—secret ] troops. The military refers to [deletion—secret | 
troops, and if the reduction is made that the Joint Chiefs have recom- 
mended, it would be less than [deletion—secret ]. 

What is the explanation of that? 

Mr. Woop. I think, Mr. Vorys, they were referring to the total of 
Army, Navy, and Air Force, and talking in round numbers in most 
cases, 

Mr. Jupp. That runs up to [deletion—secret]. 
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Mr. Woop. That runs to nearly [deletion—secret] you see. 

General Stewart, does that include the divisions that are not being 
supported by us? I presume it does. 

General Srewarr. The [ deletion—secret] does; yes, sir. 

Mr. Woop. It includes the [deletion—secret] rather than the [de- 
letion—secret | ? 

General Srewarr. [| Deletion—secret| in the Army units, supported 
by MDAP. 

Mr. Jupp. As against that [deletion—secret] figure? 

General Stewart. Yes. 

(Discussion off the record.) 

Mr. Woop. The higher figure is proper, if you are talking about the 
impact on the Formosan economy of the number of troops involved. 

Mr. Vorys. No. They either have [deletion—secret] or something, 
in their military forces. They either have them or they have not, or 
if they have a kind of an unemployment arrangement there they 
choose to call an army—it has not been explained yet. There may be 
some good explanation for it, but it has not appeared. I mean, the 
load of | deletion—secret |] on an economy is not the same load as the 
load of | deletion—secret |. Let us find out which it is. 

Mr. Fuiron. If you would add these figures on active-duty strength 
from December 1952, it would amount to [deletion—secret] persons. 

General Srewarr. [ Deletion—secret] is the total on active duty. 
That is for the three services. 

Mr. Vorys. In an economy where you have about 7 million people, 
the difference of whether you are carrying 100,000 more or less is a 
big difference, I would think. 

Mr. Woop. May I suggest, Mr. Vorys, if General Stewart cannot 
account for that now that we put into the record, and make available 
through the staff, the justification of these apparent differences. 

Mr. Vorys. They are not apparent differences. They are gigantic 
discrepancies for which there is no explanation. 

Mr. Woop. Let me correct that to say the real differences which 
have appeared here. 

Mr. Jupp. Why not say the obvious differences ? 

Mr. Woop. I would like to reconcile it through an insertion in the 
record, if we might. 

(The information requested is not included in the printed record 
as the material is classified secret. ) 

Mr. Fuuron. To bring up one other point, we should know what the 
difference between active duty strength as of December 1952, is, and 
what the strength proposed by the Joint Chiefs of Staff force basis is 
under the program. 

( Discussion off the record.) 

Mr. Jupp. That is the JCS force? 

General Stewart. That is right. 

Mr. Jupp. Those divisions we are supporting have 12,000 men and 
those we are not supporting have 14,000. 

(Discussion off the record.) 

Mr. Fuuron. As you can see, this has a complete bearing on whether 
the figures are accurate. 

Mr. Jupp. It has a bearing on the credibility of the whole pres- 
entation. 
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If I had a nurse who told me she did not know whether she gave an 
eighth of morphine or a quarter or a half a grain, she would no longer 
wear her cap. She has to get the right amount. 

Mr. Vorrs. If you have 100,000 Chinamen who are not in the army 
and can go to work raising rice or something like that, that makes a big 
difference in an economy and in a population of 7 million, I should 
think. If you have 100,000 Chinamen who are unemployed but you 
are going to put them into the army—which is what I think Tito does, 
and maybe they do in Spain—our fellows might simply say, “Well, 
you can keep them in the army, but we are not going to even kid our- 
selves that they are in the army.” Let us have the facts. 

Proceed. Are we finished with Formosa ? 

Mr. FrrzGrrarp. Unless there are further questions. 

Mr. Funron. What happens to the aid for the disabled? Is there 
a figure for that in this budget? ‘There is aid for disabled personnel 
for these forces, is there not ? 

Mr. Jupp. Do you mean like our GI bill of rights? 

Mr. FirzGrratp. We have no record on it here. We can check in 
the Chinese budget to see what item covers that. 

Mr. Furron. I refer to hospitalization and so forth. 

I did not see on the chart the maintenance and repair. Do you have 
any figure on that? 

General Stewart. The amount of money required in this excess? 

Mr. Furron. Yes. 

General Srewart. Yes, sir; I have it. 

Mr. Fuiron. Would you put it in the record for us ? 

General Srewart. Yes, sir. It is in the green book everyone has. 

(The information requested follows :) 


CHINESE PLANS FOR OVERAGED AND DISABLED MILITARY PERSON NEL 
1. The Chinese Government spent 4.7 million New Taiwan (NT) dollars’ in 
1952, and has budgeted NT$10.4 million in 1953, for military retirement fund, 
training of retired veterans, and military pensions and gratuities. These amounts 
constitute less than 1 percent of military expenditures for each of the 2 years. 
The breakdown of items is as follows (in thousand NT dollars) : 
| 


Budgeted, 
1953 


Retirement fund ! 
rraining of retired veterans 


Pensions and gratuities__ 


Death and disabled gratuity (onetime payment 
Annual gratuity . 
Special gratuity al 
Operational maintenance - 


1 Increase in 1953 due to additional retired officers in that year. 


2. MSA has not contributed any counterpart directly for the support of these 
costs in the Chinese Government military expenditures budget. 

3. For more than a year, the Chinese have been considering a plan to retire 
up to 25,000 overaged and disabled personnel from all branches of the military 
establishment. The idea was to settle the bulk of those retired on reclaimed 
farmland where they would be able not only to support themselves but to make a 
contribution to agricultural productivity. The greater part of the funds required 


1 Exchange rate : Approximately NT$15 to US$1 


35064—53 49 
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would be for construction, since the armed forces themselves would provide the 
labor force for clearing, draining, and terracing the land. This program was 
backed by the Embassy and MAAG, but both realized that only a part, if any, 
of the necessary funds were available. 

4. In June 1952, Gen. P. Kiang, chairman of the Chinese Procurement Service 
Mission, approached the MSA Mission and MSA/W with a request for financial 
aid in carrying out a vocational training program for military personnel. The 
mission, however, has not recommended MSA financing of this project. 

5. MSA/W does not know specifically whether any of the funds in the budget 
items shown above in paragraph 1 represent a start on the retirement and training 
program described in paragraph 3. The fact that the retirement fund item is 
increased in 1953 over 1952 and that a new item of NT $5.4 million for “Train- 
ing” appears in the 1953 budget may indicate, however, that the programs are 
under way. 

Mr. Woop. Mr. Chairman, do you wish to proceed with Indochina, 
now, or are there further questions on Formosa ? 

Mr. Vorys. There are no more questions now. There are a number 
of unanswered questions, as you know. 

Mr. Fuuron. Could we hear a bit more from Mr. Robertson. 

Mr. Vorys (presiding). Would the Secretary care to comment 
further at this point before we go to Indochina? 

Mr. Rosertson. Gentlemen, as I said I am unqualified to pass on 
the adequacy or inadequacy or the accuracy of these figures. 

Mr. Furron. Could you comment generally on Formosa? 

Mr. Ropertson. I feel very strongly that Formosa is necessary to us 
in our battle against communism. I think it is worthy of our help. 
I chink they have borne the brunt of a losing battle and have kept up a 
spirit which I for one greatly admire. They have determination to 
continue their fight against communism. I think they are worthy of 
the help we are giving them economically and militarily, and I under- 
stand the island is a very strategic link in our line of defenses in the 
Pacific. I should be very much concerned if our program for Formosa 
was curtailed in any way, because I think it represents a minimum 
basic requirement. Just looking at the figures without passing on how 
the money is to be spent, I think they must represent a minimum 
program. 

Mr. Fuuron. Are the Chinese being fully utilized for this purpose? 
It is always rumored that there are millions of dollars set aside in 
places where it is not used for their own defense. I am not giving 
any inference whether that is right or not. 

Mr. Rozertrson. There are always rumors about Nationalist China. 
There is a lot of talk in Washington about the China lobby, but it is not 
half as active in my opinion as the Red China lobby. This propa- 
ganda against the Nationalist Government of China has been going 
on for years on end and it will never cease as long as we are fighting 
communism. 

I do not mean to say that all the people who are repeating the propa- 
ganda are in any sense sympathetic with communism. I just think 
they are unwitting tools for propaganda which is put out and designed 
for the specific purpose of discrediting the Nationalist Government 
of China. 

Mr. Futton. Then, your position is that there are no outside assets 
of that nature which are not being used by China. 

Mr. Rosertson. I have nothing to support the belief that there are. 
I do not mean to say that there may not be individual Chinese who have 
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outside assets, but how those could be commandeered for the Govern- 
ment I do not know and I have no information as to that. 

Mr. Woop. I will ask General Stewart to cover the military aspects 
of Indochina. 

(Discussion off the record.) 

Mr. Jupp. French or American? 

General Srewart. The ones we supply are American. 

Mr. Jupp. Obviously that which is included here is American, but 
what kind of equipment do these forces have largely, now? Is it 
largely American or is it largely French ? 

General Srewarr. It is largely American, sir. 

Mr, Jupp. They do not for example have French tanks left over 
from the last war? 

General Stewart. I am sorry, Dr. Judd, I do not know the answer 
to those questions, as to how much of this is French equipment. 

Mr. Jupp. How about the aircraft? Is that propeller-driven air- 
craft, World War II stuff, or are there any jets in that or what? 

Colonel Durr. There are no jets. They are propeller-driven, 
World War II ships. 

General Stewart. Of course, they have never been opposed by any 
air. 

Mr. Vorys. Go back to the active-duty strength for these forces. 
That figure would be augmented by these new forces you describe? 

General Srewanrt, Yes, sir; the idea is to build up additional Navy 
fore es. 

That figure, of course, includes the | deletion—secret | French troops 
from France. 

Mr. Vorys. Well, they are not from France. 

General Stewart. They are colonial troops. 

Mr. Vorys. About 40,000 of them are French, are the not? About 
40,000 or 50,000 of them. 

General Srewart. We had the details of that looked up the other 
day, sir, and we will have it in a few minutes, I believe. 

Mr. Ropertson. May I comment off the record on this Indochina 
situation 4 

Mr. Vorys (presiding). Yes. 

(The then following remarks were not reported.) 

Mr. Vorys. How recently was the Thailand program processed that 
you are going toshow us? Does it tie in with this Indochina effort ? 

General Stewart. What has happened in Thailand, sir, is that we 
have taken steps to greatly expedite the delivery of the existing pro- 
gram and we have not as of this time made any major increase in that 
program, but we have taken quite effective steps to increase deliveries, 
sir. 

Mr. Futon. On the relative strategic urgency there has been be- 
tween Yugoslavia and Indochina, I think Indochina is a very much 
more vital area. In an Air Force with aircraft totaling (deletion— 
secret) that will be in being very soon, I cannot see how “the figure of 
the proposed fiscal a for 1954 of (deletion—sec ret) air- 
craft to be supplied is sufficient. I think ordinary attrition plus obso- 
lescence and beyond-repair planes would more than equal the (dele- 
tion—secret), let alone any factor of combat usage, or patrol use. 

General Stewart. As I understand, you question the value of the 
Air Force program, here ? 
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Mr. Furton. If you will look down at the next area, that figure 
(deletion—secret), and then look at the two figures just to the left 
of that. Isav that that figure (deletion—secret) is not big enough 
even for attrition of the two figures to the left, let alone beyond-repair 
planes, and certainly in the figure (deletion—secret) there could be 
no weight given either to combat usage or patrol use. It makes me 
doubt your figures as they are so disproportionate as not to be prac- 
tical from my experience. 

I think that your proposed fiscal year program of (deletion—secret) 
aircraft is not even a replacement. 

General Stewart. It looks as though what you say has some basis, 
sir. They, of course, do not have any combat air force against them 
there as we do in Korea. 

Mr. Furron. You are right. Today they do not, but I have been 
on some antisubmarine patrols myself and I know that for fiscal year 
1954, that is 15 months yet, and your figures are not correct. 

Colonel Durr. I will talk only about the Air Force there. There 
is no antisubmarine patrol mission. 

Mr. Futron. I am talking about the attrition there is on patrol 
duty. Ihave spoken of that as an example of how the planes are lost 
on patrol, in order to show there is a disparity in the figures. 

Mr. Vorys. I think if the colonel would just give us the types that 
are programed, we could tell something about it. For instance, do 
you have C—124’s or will they be on the emergency basis? 

(Discussion off the record.) 

Mr. Jupp. You have on the Indochina chart the same totals that 
vou have for Formosa. If you will get up the Formosa chart you 
will see. You have (deletion—secret ) just as on the Formosa chart. 
Will you put up the Formosa chart. It is the same total. 

General Stewart. I have nothing to say 

Mr. Fuuton. It just does not hang together. 

Mr. Jupp. Which figures are right, the Formosa figures that we 
diseussed for an hour and a half or the Indochina figures? 

General Stewart. The Formosa figures are correct, sir. 

Mr. Jupp. Perhaps we should call in the General Accounting Office, 
or something. 

General Stewart. The Formosa figures, sir, are the correct figures. 

Mr. Jupp. Do you have the correct figures for Indochina? 

General Stewart. We will have them in a few minutes. We do 
have them, of course. 

Mr. Vorys. Well, is the (deletion—secret) right that Mr. Fulton 
is asking about or did that come out of the Ethiopian program ? 

(Discussion off the record.) 

Mr. Vorys. Are these the Vietnamese figures? 

General Srewarr. They include all the forces, sir. They include 
the French and the native forces, both. 

Mr. Jupp. And Vietnam, Cambodia, and Laos. 

General Stewart. Yes, sir. 

(Discussion off the record.) 

Mr. Vorys. Those tie in with the figures that have been sent to us. 

General Stewart. I believe they do, sir. 

Mr. Javits. Are we going to hear something about this $400 million 
special program ¢ 

General Stewart. Yes. 





MUTUAL SECURITY ACT EXTENSION 


Mr. Woop. Mr. Chairman, I testified quite fully on that when we 
were discussing France. I will be glad to go into it again. 

Mr. Javirs. No; I will read that record. 

Mr. Vorys. What is the pleasure of the committee and the various 
teams here‘ Shall we suspend until 2: 30 

Very well, the meeting is adjourned. 

(Whereupon, at 1:05 p. m., the committee adjourned to reconvene 
at 2; 30 p. m, the same day.) 


AFTERNOON SESSION 


Chairman Currrrrietp. The committee will come to order. 

I have a statement by the League of Women Voters which it wishes 
to put into the record. Unless there is objection, it is so ordered. 

(The document referred to follows :) 


May 26, 1953. 


STATEMENT TO THE HOUSE FOREIGN AFFAIRS COMMITTEE BY Mrs. JOHN G. LEE, 
PRESIDENT, LEAGUE OF WOMEN VOTERS OF THE UNITED STATES, ON THE MUTUAL 
SECURITY PROGRAM 


The League of Women Voters of the United States would like to express its 
views on certain aspects of the Mutual Security Program to the House Foreign 
Affairs Committee. This program, now going into its third year, embodies all 
the different types of foreign-aid programs undertaken by the United States. 
The League of Women Voters would like to emphasize the importance of the 
following economic features of the Mutual Security Program, namely: 

1. Economic aid to Western Europe. 

2. Technical assistance to countries in Asia, Africa, and Latin America. 

3. Funds for development projects in South Asia and the Near Hast. 

4. The United States contribution to the United Nations technical-assistance 
program. 

Economic aid in the Mutual Security Program is only about one-tenth as great 
as the military aid being requested, but we believe the economic aid is just as 
essential as the military. 

AID TO EUROPE 


The league believes that some economic assistance to Western Europe is still 
necessary to help those nations to carry on their defense program and to achieve 
greater economic stability. United States aid to Western Europe has been dimin- 
ishing each year, and in the absence of greater world tensions should be 
eliminated in the near future. 

However, the league would like to point out that the United States could do 
more to build a high level of economic stability in Europe by adopting a liberal 
trade policy. One of the main reasons continued economic aid is necessary is 
because nations cannot earn dollars to buy goods essential for their economy. 
The United States has devoted much time and money to reconstructing the 
war-damaged industries of Europe, and has emphasized the superiority of a 
free enterprise competitive system over state regulation and ownership of 
industry. The Europeans themselves will think the United States does not 

vant the most for its money and that we are not sincere about the importance 
of competition if we do not allow more European goods to be imported into the 
United States. An increase in such imports is in the national interest and could 
become a substitute for economic aid. 


AID TO UNDERDEVELOPED COUNTRIES 


In 1950 the United States began a modest program of providing technical 
assistance to nations in Latin America, Asia, and Africa. This program was 
to help the people who want to learn the technical methods of the more ad- 
vanced countries. The technical assistance program was, and is, not a relief 
program, but one designed to produce long-term benefits. The League of Women 
Voters believes that the technical assistance program is based on the sound idea 
of working toward improvements in agriculture, health, and education. We 
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do not expect miracles at once from this type of United States assistance, but 
we do think that if the program is continued over a number of years, accomplish- 
ments in terms of a better standard of living will be evident. 

The league also wishes to support the President's request for funds for de- 
velopment projects to supplement the work of the technical experts in the Near 
East and South Asia. We are aware that after people of one nation learn new 
methods of improving their standard of living, the next step is to put those 
methods into practice. This often requires capital equipment not available in 
that country. Some countries earn sufficient dollars through trade to purchase 
such equipment. Some nations are able to borrow the money from the United 
States Export-Import Bank or the International Bank. Others require direct 
assistance if they are to begin building and developing basic industries which 
will benefit immediately their people and their economy. There are nations, 
especially on the border of the Soviet Union, which are subject to strong Com- 
munist pressures; they are in particular need of this type of assistance. We 
urge that the Congress authorize and appropriate money for development 
projects. 

U. N. TECHNICAL ASSISTANCE PROGRAM 


The League of Women Voters would like the Congress to know that our mem- 
bers strongly support the U. N. program of technical assistance. This is such 
a small program in terms of the money appropriated that it often goes un- 
noticed. Yet this U. N. program is one of the most successful aspects of the 
U. N.’s work. There are nations which would rather receive technical aid from 
the U. N. than from the United States because a history of colonialism colors any 
relationship with a more advanced nation. The U. N. technical assistance pro- 
gram deserves our continued support. 

In conclusion, the league would like to urge the House Foreign Affairs Com- 
mittee to authorize funds and support appropriations for the economic sections 
of the Mutual Security Program. Like most United States citizens, league 
members are interested in economy in government expenditures, but we believe 
the majority of United States citizens realize that some tax money spent to build 
economic strength among the other free nations is a wise investment in a more 
stable and more peaceful world. 


Mr. Woop. I would now suggest we hear from Dr. FitzGerald on 
the defense-support program in Indochina. 
(The following was submitted for the record at this point.) 


ASSOCIATED STATES OF INDOCHINA 


A. CURRENT SITUATION 
Political 
The 7-year war against the Communist Viet-Minh and the ever-present threat 
of Chinese invasion condition every aspect of life in Indochina. The present 
political stalemate confronting the newly established Governments of Viet-Nam, 
Cambodia, and Laos is both a cause and an effect of the protracted hostilities. 
So long as the demands of war consume their resources, the Governments can- 
not provide public services which would help to win them popular support; yet, 
so long as they cannot win popular support they cannot end the war. There 
have, however, been some recent encouraging developments. The political situa- 
tion in Viet-Nam was somewhat improved during 1952 by the appointment of 
Nguyen Van Tam as Prime Minister and Nguyen Huu Tri as Governor of North 
Viet-Nam, both intelligent and vigorous men. The first popular elections for 
municipal and village offices were held in January 1953. In Cambodia, improve- 
ment should follow the announced changes in the country’s relationships with 
France. 
Economic 
Gradual economic improvement was registered over the past year, but pro- 
duction and consumption levels are still low, and public services are woefully 
inadequate. Progress is difficult in the face of war losses and dislocations, and 
the general shortage of competent administrators and skilled workers. Budge- 
tary deficits are in prospect, despite increased revenues from customs receipts 
deriving from devaluation of the piaster, and a further sizable increase in budget 
expenditures in fiscal year 1954 will result from the proposed military buildup. 
Increased prices of imports, combined with deficit financing and the customary 
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tendency to hedge against price advances by hoarding, make the outlook clearly 
inflationary. It may therefore be expected that the standard of living for the 
urban population at least will be reduced. 

Devaluation will result in a substantial increase in the amount of counterpart 
deposits. There is already evidence, however, that the postdevaluation rise in 
internal prices and costs will be substantial, thus counterbalancing to a large 
extent the increased availability of counterpart funds. Nonetheless, it is hoped 
that there will be some leeway for the expansion of MSA economic activities 
required to support the currently planned, all-out effort to achieve relative 
pacification within 2 years. Such expansion could not be undertaken prior to 
devaluation because of the shortage of counterpart. Moreover, a larger amount 
of dollars was not proposed for counterpart-generating purposes before devalua- 
tien, because of restrictions on the types of imports eligible for MSA financing 
and the limited capacity of the local economies to absorb such commodities. 


Military 


The threat of Communist expansion in Asia is high-lighted by the recent thrust 
into Laos. Anti-Communist forces control urban centers but only limited parts 
of rural areas and lines of communication. If the military stalemate is not 
broken up by a vigorous step-up in the French Union’s military effort and appro- 
priate economic measures, there is danger of political and military deterioration 
not only in Indochina but throughout adjacent areas as well. 


B. OBJECTIVES OF THE MSA PROGRAM 


The objectives of the United States economic-aid program for Indochina are— 

1. To support the French and the Associated States in their military effort 
against the Communist Viet-Minh.—MSA aid complements the United States 
military defense assistance program by providing logistical support to the French 
Union forces through the construction and repair of transportation and commu- 
nications lines. Bmergency relief provided by MSA facilitates the conduct of 
military operations by relieving military authorities of responsibilty for the 
care of war refugees. 

2. To increase the effectiveness and broaden the popular support of the Associ- 
ated States’ Governments.—Shortages of both personnel and funds prevent these 
governments from providing adequate public services, with the result that they 
are best known to the people in the capacity of policeman and tax collector. By 
enabling the Associated States to improve and expand health, agricultural, and 
information services, MSA aid helps to counter this purely negative impression 
and to increase popular support of the anti-Communist regime. At the same 
time, aid in these fields bolsters the Associated States’ war-burdened economies 
hy increasing the productivity of land and labor. 

8. To help provide greater security against Communist raids in outlying 
regions.—Local currency is provided to finance the regrouping of unprotected 
villages into larger defensible units in order to prevent the Viet-Minh from 
extorting food and forcibly levying conscripts from the rural population. This 
project complements the military effort by depriving the Communists of their 
support among the people. 

4. To help increase the production of goods for civilian and military use and 
for export.—To help in the attainment of this objective the MSA program in- 
cludes a variety of projects for expanding agricultural output, increasing power 
generation, and training skilled workers. It also provides essential imports 
required for industrial production. 


C. PROGRESS IN SUPPORT OF OBJECTIVES 


Despite the difficulties imposed by continuing hostilities, wartime destruc 
tion, the precarious financial condition of the Associated States, the shortage of 
trained personnel in both public and private sectors of the economy, and the 
complex quadripartite system of administration, the MSA program has achieved 
some significant results. 

In direct support of military operations, reconstruction work has been com- 
pleted on some 200 miles of highway of which the strategic road network in the 
Tonkin Delta and the Saigon-Cap St. Jacques Highway are most important; 
two major bridges and 200 small bridges have been rebuilt; airfields in Laos 
and North Viet-Nam have been lengthened and repaired; ports, harbors, and 
telecommunications have been improved. 

Direct relief has been given to about 1,200,000 war refugees. Projects to 
resettle refugees on farms and to provide tools to displaced artisans have 
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directly contributed to improving security. MSA support has enabled the Viet 
Nam Government to undertake a pilot project to aid in the pacification of the 
Tonkin Delta. If this project succeeds in preventing Communist raids upon the 
farming people, it will be followed by perhaps 10 more similar projects in fiscal 
year 1954, and may be an important factor in breaking the military stalemate. 

The program has provided important help toward strengthening the ability of 
the governments to expand needed activities in health, agriculture, public works 
and education. MSA-financed public-health activities have included successful 
impact programs against widespread diseases such as malaria, trachoma, and 
yaws; establishment of over 1,800 rural dispensaries serving a population of 
roughly 4 million: provision of 1,500 wells to provide pure water sources for 
villagers: improvement of sanitation facilities and reequipment of war-damaged 
hospitals. More important in the long run are the projects to help build an 
adequate public-health system by training doctors, nurses, and technicians. To 
date the public-health training program has provided 1,600 local first-aid person- 
nel to staff village dispensaries, almost 100 foremen or supervisors to handle the 
construction of sanitary wells, and a substantial number of nurses and 
technicians, 

Although affected by the limited number of areas secure enough to justify 
permanent installations, the MSA program has contributed substantially toward 
increasing agricultural production and improving rural conditions. Over 21,000 
tons of fertilizer have been distributed to 500,000 families. Cultivators report 
an average increase in yields of more than 30 percent in the case of rice and 50 
percent in the case of other crops. Current irrigation projects provide water 
for more than 100,000 acres and, upon completion, will increase yields by at least 
25 percent. MSA also provides support for agricultural extension services, rural 
credit institutions and farmer cooperatives. 

Aid to education has stressed rehabilitation of war-damaged schools and 
support.of the mass literacy campaign which over the past two years has taught 
over 500,000 people to read and write. Vocational education activities are 
helping to meet the pressing need for skilled workers and craftsmen by increasing 
the effectiveness of vocational training. In the field of public works, MSA has 
sponsored development of urban waterworks and a low-cost housing project 
to help provide for the influx of war refugees. 

3oth agricultural and industrial production have been spurred by the MSA- 
financed highway and waterway programs which facilitate access to markets 
Industrial production has been further aided by MSA-financed commercial 
imports of raw materials, such as cotton, petroleum, and industrial equipment. 








D. CURRENT AND ANTICIPATED PROBLEMS 
The first problem is to win the war and to pacify the country. The war cannot 
be won by military means alone. The economy must also be strengthened and the 
Jovernments of the Associated States still have to win the confidence and sup- 
port of their people. To do this they must provide effective administration and 
public services. Achievement of the needed economic progress and political 
strength will be impeded not only by the war, but by the following nonmilitary 
factors as well. 

1. Basic economic and institutional deficiencies—Support of the military 
effort and the development of more effective and popular government are handi- 
capped by the following fundamental difficulties: new and inexperienced Gov- 
ernment organizations: lack of trained personnel hoth in Government service 
and in the private economy: low level of literacy; relatively low standards of 
national health: breaks in lines of communication ; inadequate rural credit insti- 
tutions; limited means of transportation and low levels of production. 

2. Precarious financial stability —Devaluation poses new problems. Impend- 
ing inflationary price rises threaten standards of living. There is evidence of 
strong public reaction which could weaken support for the governments as well 
as result in widespread hoarding. The Governments of the Associated States in 
turn are critical of the French action on devaluation. Already extended Govern- 
ment budgets are now called upon to bear still heavier military burdens. Greater 
independence, and consequently increased responsibilities for the Associated 
States, will resunit from probable further concessions by France. 

3. Other problems.—A special problem is the provision of the basic agreements 
between France and the Associated States limiting use of non-French experts. 
Tt is also handicapped by the necessity to operate on a quadripartite basis with 
the three States and representatives of France. Land-tenure problems are 
serious in parts of Viet-Nam, but steps are being taken to meet them. 
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Estimated cost by major field of activity 
[In thousands of dollars] 


{IMlustrative fiscal year 1954 program (proposed)] 


Dollar cost Services 


| 
United States 

Major field’of activity suppli | ceinicees 
me tes | 


qt )- , : 
equiy Number Number 


ment of Dollar of Dollar 


st cost 2 
persons | “° s ost 


| lrainees 


Public health 
Agriculture, forestry, fisherie 
Transportation, power, other public | 
works | 5,000 | 
Manufacturing, mining, other indus- 
try 325 
General engineering advisory services | 
Education } 80 
. Public administration | 669 
Other projects 60 
Maintenance of essential supply 15, 500 | 415, 5 


Total cost of program 525, 000 23, 801 1,199 


le'llated as follows: M3A foreign service and PHS personnel at $15,000 per man-yeer; contract person 
stipulated or estimated cost per contract (estimates based on experience or other available cost data 
ilculated at $5,000 per trainee per vear. 

3 Resettlement and emergency war relief 

4 Requisites for production and other essential civilian supplies imported for commercial 
salable commodities in program). 

5 Economie aid program only—does not include direct military support (common-use items). Such sup- 
port is to be included in fiscal year 1954 Military Defense Assistance Program 

’ Total of personnel in field during course of year—51 for full year and 19 for shorter periods. 

7 Includes $104,000 for aeronautical services (including crew of 5), furnished under contract. Charged 
entirely to public health. Balance, $870,000, reflects mean average employment permitted under personnel 
targets setjforjJune 30, 1953, and June 30, 1954 (50 and 70, respectively 


resale (total of 


Mr. FrrzGrratp. There has been a table distributed showing the 
status of the program as of March 31. 
(The table referred to is as follows :) 


Program costs by major field of activity 


[In thousands of dollars] 


Obligations Unliqui- 
dated obli- 
gations as 


of Mar. 31, 
1953, 


———e 00h 
tive ex- 
| Estimated | penditures 
Estimated | total (pro- rou | 
Apr.1to |gram)asof| Mar. against 
June 30, 1953} June 30, | 1963 | total 
| 1953 | program 


Cc Sumulativel 
through 
Mar. 31, | 

1953 | 
I 


. Public health f J $6, 165 | $2, 016 | $8, 181 5, 57: $2, 608 
Avriculture, forestry, fisheries_........- 4, 098 | 949 | 5, 047 , 607 2, 440 
Transportation, power, other public 

works , 894 | 374 8, 2 25 | 4, 

. Handicraft and manufacturing, mining, 

other industry 7 2 
5. General engineering advisory services : . i 
Education 34: 365 708 
Public administration -_- - a ié , 648 2, O89 
8. Other piojec s 923 525 1, 448 
. Maintenauce of essential supply - j : 2. 207 | 75, 070 


Civilian See da : 5, 530 44, 570 
Common use. - - } 2A, 823 5, 677 30, 500 


Total fiscal year 1951-53 obligations.| 1 83, 744 "17,086 | 1100,830| 41, 592 


1 Totals agree with Controller/W’s records. Distribution by activity fields is an estimate based on 
mission reports. 





MUTUAL SECURITY ACT EXTENSION 


Cumulative shipments through March 31 this year amounted to 
$42,093,000. Shipments to be made from currently available funds, 
$F 9.447.000. 

The illustrative program for fiscal year 1954 is shown on the second 
of the two charts in your data book. For fiscal 1954, the program is 
$25 million of defense support which is approximately the same as 
the defense support program for Indochina for the current fiscal 
year, not counting $30. 5 million for common-use items which are in- 
cluded in the total of $53.6 million 53 fiscal year 1953. 

Common use items for fiscal year 1954 are carried as a part of the 
mutual defense materiel and Swabs request. 

The principal projects and activities which it is contemplated will 
be undertaken in fiscal year 1954 are shown in the two small boxes 
on this table, and the use of the maintenance of essential supply com- 
modities is also shown in that table. 

Mr. FrrzGerarp. As you will see, about two-thirds of the program 
is in commodities imported from the dollar area for the maintenance 
of essential supplies of these commodities in Indochina and for the 
development of counterpart, of local currency, which is used to supple- 
ment the Indochinese budget and to carry on special activities that 
are not included in that budget. 

Our projects in Indochina are, as in other southeast Asian coun- 
tries, concentrated in three major areas, that of public health, that of 
agriculture, and that of transportation. All three of those, particu- 
larly the activities in tr: ansportation, very directly supplement the 
activities on the defense side. The roads that we are helping to build 
are selected in conjunction with the military authorities so that they 
are available for the movement of troops and other military purposes 
as well as for essential civilian activities. 

One of the projects which we are currently supporting is the estab- 
lishment of a village in north Viet Nam, of Dong Quan. That vil- 
lage is in the delta of the river. It is planned to move into that village, 
where the village will be protected from raids by the Communists, 
several thousand natives who are now scattered in small, medium 
sized villages throughout the community where they are subject to 
night raids and general harassment by Red Communists. This pro- 
gram got under way some 6 months ago, I believe, now. The land 
has been leveled and drained, some houses have been built. Red 
Communists are very much concerned about this development. They 
have made a great deal of propaganda use of it or misuse of it, indi- 
cating that this is just another scheme whereby imperialists. and 
westerners tend to dominate the natives. 

The fact is that the Communists seem to be very much concerned 
about the prospect that this proposal will succeed. In the last 2 or 
3 weeks they have raided it almost nightly in an attempt to burn down 
the houses being built and to generally prevent the natives from moy- 
ing into this new village. 

If this village is successful and can be protected by native troops 
it is expected that additional villages will be undertaken next year 
with funds that are contained in this legislation. 

Plans for the additional villages have not been developed beyond the 
rough blueprint stage because until we can be sure that the experi- 
mental village that now is being built and maintained can be main- 
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tained and can be protected from inroads by Communists at night, 
we cannot proceed. 

Unless there are questions, that briefly sums up our program in 
Indochina. There has been distributed to the committee as I think you 
all know, this book which contains the details of the projects and the 
supply program. 

(Discussion off the record.) 

Mr. Smiru. As I understand from your statement before, we are 
looking to the expansion of this program. 

Mr. FirzGeravp. Not in this village, sir. If time demonstrates that 
it is possible to protect the natives in this village, it is contemplated 
that other villages will be established. 

(Discussion off the record.) 

Mr. Surry. How much are you allowing for that kind of a project 
in this proposed plan? How much are you : ‘allowing for in the creation 
or expansion of this program ? 

Mr. FrrzGrratp. We have no specific funds in this new program ear- 
marked for the expansion of Dong Quan or for the establishment of 
projects similar to Dong Wp 

It should be pointed out, sir, that while this village has been in- 
secure, as recent raids by the ( Orenmiuniots have indicated, it has been 
even less secure outside the villages where there is no protection at 
all for villagers from nightly raids by the Communists. 

Mr. Smiru. That is all, Mr. Chairman. 

Mr. Burreson. Dr. FitzGerald, is it a matter of carrying on the 
program to protect investments already made there ¢ 

Mr. FrrzGrratp. In this particular village, sir? 

Mr. Burueson. Yes. 

Mr. FrrzGerarp. In part, yes, although, as Congressman Smith 
indicated, we made an investment here on an experimental basis. 
We had no categorical assurance that the investment of counterpart 
funds—there will be no dollars invested, sir—that the investment of 
counterpart funds in the development of this village would be a prac- 
tical way of protecting the people from Communist attacks. There 
is no question about it. We are going to protect this experiment until 
time has demonstrated whether or not it is successful. As soon as it 
is clear it is not successful we obviously will not support it. 

Mr. Burteson. Your inference seemed to be that if you had it to do 
over you probably would not start it or you would not start similar 
projects. Therefore it would seem that what you have to do now is to 
protect what is already there. 

Mr. FrrzGeratp. If we were doing it over, sir, we would still want 
to go ahead with the principle of selecting an area which could be 
protec ted, in the aggregate. 

Mr. Woop. May T point out the stakes in this are very high, indeed. 
One of the real bars to the winning of this war has been the insecurity 
at night in this area due to the infiltration of the Vietminh. If this 
kind of a thing can be done successfully it may have the most profound 
effect upon the possibility of bringing this war to a successful close. 
Therefore, we all felt it was distinctly worthwhile to see whether some- 
thing like this or something similar to it could be successfully carried 
out. The infiltration at night, the consequent insecurity of the people, 
and the fact that the Communists can go in and get their rice create 
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one of the most dangerous situations that exists in that whole area, 
If this problem can be solved by some measure like this, it will be a 
perfectly splendid achievement. 

The other aspect of this undertaking is the psychological one. This 
is a plan which has been developed by the Governor out there. By all 
reports he is one of the most able and patriotic men, and one of the 
strongest forces against communism, in that area. He knows his 
country and his people well. It was felt that if this experiment showed 
any prospect of success that its support with counterpart funds was 
worthwhile. 

Mr. FrrzGreratp. The support we have authorized is 10 million of 
their currency which at the current rate of exchange is about $300,000. 

This is contemplated for only those insecure areas. There is no pur- 
pose in any program such as this in areas which are already protected. 

Chairman Currerrietp. ‘Thank you. 

Mr. Wood, there has been some talk that it may be well to go into 
the point 4 program while the Secretary is here. 

I understand General Stewart can come back at any time. He in- 
dicated to me that it would take about an hour of his time to complete 
what he had to say, even without the questions. 

Mrs. Bolten was interested particularly in point 4, in this area, and 
Mr. Javits. 1 would like to have a comment from them if they would 
like to proceed while the Secretary is here and we could have the bene- 
fit of his views. 

Mr. Woop. Mr. Chairman, could I make a comment en that: The 
point 4 program, of course, covers a number of areas, most of which are 
outside of the area of Secretary Robertson. Moreover, I must take the 
blame for having estimated that it would not be necessary to have our 
point 4 people here until 3:30. They may arrive at bit early. Let me 
find out about that. If not, could we perhaps go on for 20 minutes and 
cover some of the rest of the military program and then start in about 
3:30 with point 4? Would that be satisfactory ? 

Chairman CurrerrieLD. What is your suggestion, Mr. Vorys? 

Mr. Vorys. As I understand, Thailand is coming up and Korea and 
the Philippines? 

Mr. Woop. We have nothing but training in the Korea military pro- 
gram. Thailand and the Philippines, however, remain to be covered. 

Mr. Marrin. The point 4 program is in Indonesia, and it is quite 
small in this area. 

Mr. Woop. The point 4 program is primarily in Latin America, the 
Near East, Africa and south Asia which is, under purposes of the divi- 
sion of responsibilities in the State Department, not in Mr. Robertson’s 
area. 

Mr. Rosertrson. The Burma program was terminated. 

Mr. Woops. Perhaps we could go as far as we can in the next 20 
minutes in finishing up the military program. I was not going to 
cover the economic program at all in Thailand and the Philippines, or 
in South America. 

Chairman Currerrrep. Is that satisfactory ? 

Mr. Javrrs. That is fine. 

General Srewarr. Gentlemen, I have here on these two charts the 
program for Thailand. 

Mr. Merrow. What is the number of that, General ? 
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General Srewarr. These charts are numbered 55 and 54, sir. 
(Discussion off the record.) 
General Srewarr. Captain Rodimon, can you add to that? 

Cie Thailand had any long coast line. Are 


Mr. Vorys. I did not 
these river boats? 

Captain Roprmon. The largest unit is a frigate in this Navy. There 
are minelayers and minesweepers in the other categories. ‘The Thai 
Navy has 3 frigates and it is maintaining 2 in Korean waters. 

As far as the training courses are concerned, there are some officer 
training courses and also technicians for the ordnance and electronic 
gear. 

General Srewart. In addition to these frigates in Korean waters, 
Thailand also has a battalion in Korea fighting with the United 
Nations, and it has done very well. 

Mr. Jupp. Under the command of their own officers ? 

General Srewarr. Yes. 

Mr. Jupp. Where were they trained ? 

General Srewarr. They were trained originally in Thailand. I 
forget the number of the division they are attached to. 

Mr. Jupp. They have a military academy down there where they 
can train officers ¢ 

General Srewarr. Yes, sir. 

Mrs. Bouron. Some do come to this country, though ? 

General Srewarr. Yes. 

Mrs. Bouron. Where do they get their training here ? 

General Srewarr. Well, we send them to the various schools— 
Benning, Fort Sill. We send the technicians to the technical schools. 

Mrs. Bouron. I know they are coming and going. 

General Srewartr. This operation, while one of our smallest, has 
really been a very highly successful operation. 

Mr. Jupp. Mr. Chairman, do we have here somewhere—I presume 
so but I cannot seem to find it—how much the Thais themselves are 
putting into their military program along with our (deletion—secret). 

General Stewart. The money is over here, sir. 

Mr. Jupp. That is our program ? 

General Stewarr. Yes, sir. 

Mr. Jupp. How much are they putting in out of their budget ? 

Mr. FrrzGrraw. In this book, sir, you will find the two charts for 
Thailand. The military expenditures of Thailand for the last 4 years 
are shown running at $23 million equivalent in 1950 and estimated at 
$66.7 million for 1953. 

Chairman Cutrrrrrevp. Are there any further questions? 

If not, you may proceed. 

(Discussion off the record.) 

General Srewarr. The Philippines also have a battalion in Korea 
which has done very creditably. 

Mr. Vorys. Can Il ask there both for the Thais and for the Filipinos: 
do we in these programs furnish the equipment for their forces in 
Korea? Are those included in these programs? 

General Stewarr. They go there equipped originally, sir, but from 
there on a replacement is not charged to this program. 

Mr. Vorys. But the original equipment is? 

General Stewart. Yes, sir. I hate to tell you I am not certain 
but I would like to check it. I am certain they come there fully 
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equipped and thereafter it is on this reimbursable basis where they 
are charged with everything that is issued them by the Eighth Army 
and obviously what they come there within a year or so is ‘practically 
all replaced in combat conditions. 

Mr. Vorys. I mean in this program for Thailand and the Philip- 
pines that you presented—you have mentioned that they have forces in 
Korea, and at least their initial equipment and possibly the training 
program applies to those forces, too, 

General Srewarr. Yes, sir. The initial equipment and the train- 
ing of those initial people applies to this program. 

Mr. Vorys. What is the mission of the Philippine armed forces? 
What do they think it is, and what do we think it is? 

(Discussion off the record.) 

Mr. Vorys. That is our JCS force basis, for those purposes ? 

General Srewarrt. Yes, sir. 

Mr. Jupp. I notice that our contribution in the Philippines is [de- 
letion—secret ] versus $90 million put up by the Filipinos. That is, 
they are putting up [deletion—secret| of our dollars for their armed 
forces. But in Thailand, which is a ‘ comparatively rich country as 
compared to the Philippines and has no serious economic difficulties, 
they are putting up [deletion—secret]. Each of them has approxi- 
mately [deletion—secret] in its military budget, their contribution 
and ours, but why should Thailand be doing so poorly, only putting u 
[de ‘letion-—secret | as much money as we, as compared with the Phil. 
ippines which is putting up [deletion—secret] as much money as we 
for its armed forces ? 

General Stewart. Doctor, can you answer that question ? 

Mr. FrrzGeravp. One of the difficulties, of course, is the size of the 
country, Mr. Judd, the Philippines having a larger population and 
with a larger gross national product than in the case of Thailand. 

If you will look at the percentages—— 

Mr. Jupp. The Philippines have also a higher percentage, 28 as 
against 21, 

Mr. FrrzGrravp. Those figures reflects a slightly higher percentage 
of defense expenditures to total Government budgets. 

(Discussion off the record.) 

Mr. FrrzGrrarp. All you can say, Congressman, is that it is im- 
proving its contribution more rapidly than the Philippines is. 

Mr. Jupp. Burma and Thailand are two of the countries where it 
is very hard to justify this. I do not know what their economic pic- 
ture is going to be ultimately, but both of those countries have favor- 
able trade balances. Both of them have great riches. Thailand ex- 
ports rice and Burma exports rice, and teakwood and oil. I can see 
the countries which have deficits and unfavorable trade balances and 
dollar gaps—these two countries do not have dollar gaps. This is one 
place w where the old dollar- gap formula does not work. They have 
dollar surpluses. 

Mr. Martin. As I understand it, the 1954 programs are built on 
top of previous years’ programs as to what stil needs to be done and 
what the urgency of it is. 

It is my recollection that right after the war we did quite a lot for 
the Philippine forces in terms of equipment that was left in that area, 
and made it available to them, whereas the Thais did not get the bene- 
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fit of that type of aid prior to the start of this program. I think it is 
wrong to look only at the 1954 program as a basis of comparison. 

Mr. Jupp. Well, Ihave them all. It was higher for the *hilippines 
in 1952 and 1953. It drops down from 99.8 ‘and 96, respectively, to 
90. 

Mr. Martin. I am thinking of just after the war period when we 
were leaving large quantities of surplus in the Philippines that we 
had stored there duri ing the war. 

Mr. Jupp. Do our milits iry people, if you care to say, really think 
the Thais will put up any kind of resistance if the Communist come 
to their border ¢ 

(Discussion off the record.) 

General Stewart. I would not know, sir. 

Mr. Jupp. This is one of the hard ones. I grant you that it is an 
important area, and it has to be defended, though, I personally think, 
it cannot be successfully defended or will not be if the Communists are 
able to consolidate their position and develop their strength in China 
and start moving scuth in earnest. 

General Stewart. I agree if they came in great force, but I think 
an infiltration of these small columns would be strongly resisted by 
the Thai forces. 

Mr. FrrzGrravp. Mr. Chairman, since the question has been raised, 
might I put in the material for the Thailand-Philippines economic 
programs at this time? They are both small and it will only take 
about 5 minutes. The committee would not then have to come back 
to these two countries unless it wished to do so. 

Chairman Curperrtetp. All right. 

(The statement referred to is as follows :) 


THAILAND 


A. CURRENT SITUATION 


Political 

The recent Communist thrust into Laos, which borders northeastern Thailand, 
will dominate the overall Thai situation in fiscal year 1954. This new threat 
assumes a more menacing aspect in the Thai mind in view of the establishment 
of a Communist-sponsored “Free Thai Government” in the Chinese Province of 
Yunnan, 

Northeast Thailand constitutes an economic depression area, where the popu- 
lation might be more easily disaffected than in other parts of the country. Dur- 
ing the last few years 50,000 to 60,000 anti-French refugees from Viet-Nam have 
increased the political instability of this region. 


Economie 

The balance of payments, which had formerly been favorable, became ad- 
verse in 1952 and will in all probability remain so during 1953. 

The national budget has shown increasingly serious deficits in recent years due 
to necessary and entirely justifiable expenditures for defense, economic devel- 
opment, and salary increases for underpaid civil servants. 

Additional expenditures required as a result of the new Communist threat will 
now result in a far greater deficit in fiscal 1953 than was originally forecast. 
Expenditures for the Thai armed forces and national police will almost certainly 
increase. It may also be found advisable to step up existing plans for the im 
provement of strategic transportation and communication facilities, and for 
economic development of the northeastern provinces. 


Military 
Thailand is menaced by Communist raids and possible invasion on two 
fronts—first, along the exposed Laotian border; second, along its southern fron- 


tier which has frequently been violated by Malayan Chinese Communists seeking 
escape from the British. 
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Through the Mutual Defense Assistance Program—the United States is help- 
ing to equip, train, and reorganize Thailand’s Army, Navy, and Air Force. When 
this process is completed it is anticipated that Thailand can defend itself from 
attack by its immediate neighbors. At the present time, however, the country’s 
military position remains critical. 


B. OBJECTIVES OF THE MSA PROGRAM 


The overall aim of United States economic aid to Thailand is to bolster the 
country’s economy, thereby increasing its political stability and enabling it to 
bear the burden of an accelerated military buildup. 

The present fiscal year 1954 program is directed toward helping the Thai to: 

1, Expand agricultural production, especially the output of rice. 

=. Improve currently inadequate services in the fields of public health, 
education, public administration, transportation, and power. 

3. Develop the economically depressed northeast provinces. 

4. Formulate a general economic-development program designed to secure 
broader economic opportunities for the Thai people through more effective 
development of the country’s natural resources. 

Prior to the recent heightening of Communist activity in southeast Asia, it was 
thought that program objectives could be effectively accomplished with new 
obligations of only $5 million in fiscal year 1954 and with continued moderate 
assistance over 4 number of years in order to encourage fuller utilization of 
Thailand's own resources. The program now proposed was developed on this 
basis. The recent Communist invasion of Laos and its effect on Thailand is now 
under study in order to determine whether this new development will necessitate 
a change in program emphasis, the establishment of broader objectives and goals, 
and a corresponding increase in the level of United States ecohomic assistance in 
fiscal year 1954. 


C, PROGRESS IN SUPPORT OF OBJECTIVES 


In view of the relatively limited funds available ECA/MSA programs have 
been aimed at helping the Thai to redress some oi the more glaring deficiencies 
in their present economic and administrative organization. 

In the northeast 85,000 acres have been irrigated by canal excavation and 
28,000 acres by “tank” irrigation systems, suggested by MSA experts. An addi- 
tional 8,000 acres are watered by MSA-supplied pumping units mounted on Thai 
Government trucks, while larger pumping units, mounted on Thai river barges, 
water 30,000 acres near the Burma border. Work has started on a project for 
ditching and diking somewhat over 1 million acres within 5 years. Improved 
strains of riceseed have been selected by practical experiments and are now 
being multiplied for distribution to farmers. 

In 1953 3 million people, living in highly malarious areas, will be protected by 
DDT spraying of homes. The malaria-control program is conducted by Thai 
personnel trained and equipped by MSA. Help has been given to strengthen the 
country’s two medical schools, and a field demonstration and training center has 
been established for inservice and preservice training of Thai public-health 
personnel. 

As a result of MSA assistance to railway repair shops more than 1,100 freight 
cars Were repaired in 1952, compared to only 271 in 1949. Equipment financed by 
MSA has helped to construct, maintain, and repair over 1,500 kilometers of Thai- 
land’s 5,000 kilometers of highways. Encouraged by this demonstration, the 
Thai have procured over $2 million in modern equipment with their own funds and 
have established a new heavy equipment maintenance and operation school sug- 
gested by United States experts. In 1951 MSA financed a large hopper dredge to 
help in dredging the bar obstructing access to Bangkok Port. 

Hlectric generators, furnished for demonstration purposes, have ended periodic 
power shortages in the capital and enabled the central railway shops to operate 
full time. Pilot-lignite mining and briquetting operations have demonstrated to 
the Thai that their extensive lignite deposit can produce an adequate fuel 
for railroads, power production, factories, and homes. 

A technical institute has been established in Bangkok while technical assistance 
and some power tools have been furnished for existing trade schools. MSA- 
financed laboratory equipment and inservice training of key personnel have helped 
to improve the still inadequate teacher-training facilities. 

As a result of a public administration survey financed by MSA, the Thai 
Ministry of Finance has requested 2 American experts to assist in implementing 
the team’s recommendations in the field of revenue administration. 
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The estimated local currency cost of the MSA-assisted projects originally pro- 
gramed for fiscal year 1953 was the equivalent of $12.5 million, of which the Thai 
Government agreed to provide $5 million from counterpart funds and the balance 
from the country’s own budget. The Thai Government has enthusiastically sup- 
ported the program by assigning competent Thai to work on MSA-assisted 
projects, selecting well-qualified candidates for MSA trainee programs, and by 
financing the training of additional technicians with its own funds, 

During the past few years Thailand has appropriated increasing amounts for 
development projects financed entirely with its own funds. While only 415 mil- 
lion baht were spent for such investments in 1949, the 1953 budget provides 1.2 
billion baht for this purpose. Particularly large sums are earmarked for those 
fields to which ECA/MSA has paid special attention—railroads, highway con- 
struction, and power. 


D. CURRENT AND ANTICIPATED PROBLEMS 


1. Inadequate incentive for rice production.—Increased production and export 
of rice continue to be handicapped by the Thai Government’s rice policy under 
which the farmer receives for his product an amount considerably below world 
market prices. 

2. Budget deficit—Insignificant in 1990, budget deficits have become increas- 
ingly larger from 1951 through 1953. This is due to very large expenditures for 
defense and internal security forces, expenditures for economic development and 
for salary increases to underpaid civil servants. Further increases in expendi- 
tures are anticipated as a result of the new Communist threat. 

3. Stepped-up Communist activity.—The effect that the recent Communist in- 
vasion of Laos may have toward discouraging the spirit of Thai enterprise and 
initiative in all fields of the economy cannot yet be assessed. 

4. Other problems.—Thailand’s other major economic problems may be sum- 
marized as follows: (a) Lack of trained personnel and up-to-date equipment 
in all lines of endeavor; (0) inefficient administrative practices; and (¢) an un- 
favorable balance of payments. 


Estimated cost by major field of activity 
[In thousands of dollars] 


[Illustrative fiscal-year-1954 program (proposed )] 
Dollar cost Services 


United States 


technicians Trainees 


Major field of activity | |Supplies 


nN and 
Total : 
|, ae Number 
ment f - Dollar 
oO 


Services 


Number 
at of ake 
persons — persons cost 


Dollar 


. Public health 21 & 20 $100 
Agriculture, forestry, fisheries ‘ 365 45 225 
Transportation, power, other public | 

works { ‘ 14 

. Manufacturing, mining, other industry f ! 0 
General engineering advisory services 
Edue ition f 38! 17 
Public administration 5 
Other projects ‘ 

Maintenance of essential supply 


Total cost of program 5, 000 3, 185 1,815 3 7 55 112 


| Caleulated as follows: MSA foreign service and PHS personnel at $15,000 per men yeer; contract person- 
nel at stipulated or estimated cost per contract (estimates based on experience or other available cost data), 

2 Calculated at $5,000 per trainee for full year. 

3 Includes $125,000 for continuation of contract with Washington University of St. Louis 

4 Includes $50,000 for proposed contract with Oregon Stete College 

5 Includes $45,000 for continuation of public adm inistre tion ecntract 

§ Includes 9 contract and 74 noncontract personne!) in field during course of year—61 for full year and 13 for 
shorter periods. AsofJune 30, 1954 however, contract and noncontract personnel combined will total 73 (the 
employment target for that date) 

7 Includes slightly more than $1 0 million for noncontract and $220,000 for contract field personne! (salaries, 
home office bocxup, and administrative support). Aggregate cost reflects mean averege employment 
permitted under personne! targets set for June 30, 1953, and June 30, 1054 (72 and 73, respectively 


35064—553——50 
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PHILIPPINES 


A. CURRENT SITUATION 
Political 
The Philippine political scene will be dominated for some time by the national 
elections scheduled for November of this year. The problems of the preelection 
campaign and the postelection inauguration of a new administration, or reor- 
ganization of the present one to accommodate new alinements, will continue to 
preoccupy the government. 


Heonomic 
As a result of emergency tax measures adopted in 1951, revenue collections 


more than doubled between 1950 and 1952, with budgetary balance achieved in 
1952. Continuation of a balanced budget in fiscal year 1953 and fiscal year 1954 
depends upon extension of these emergency taxes, most of which expire on De- 
cember 31, 1953. Bills providing for such extensions have been strongly recom- 
mended by the Philippine administration to the Congress. The level of budgetary 
revenues and expenditures is still too low to provide effective Government 
services while maintaining expenditures for defense. 

The index of Philippine production in 1951 rose to 12 percent above the 1937 
level, but the population increased 34 percent during the same period, Never- 
theless, increasing availabilities of goods plus improved fiscal management have 
stabilized price levels. 

The Philippines’ foreign-exchange position will remain tight in fiscal year 
1954, with equilibrium in payments dependent upon continued import and ex- 
change controls and upon substantial United States Government expenditures 
(including veterans’ payments), other than economic assistance. 


Wilitary 

The Philippine army has materially improved internal security conditions 
during the past 2 years. A permanent solution requires the correction of the 
basic causes of dissidence, notably, the depressed economic conditions in over- 
populated rural areas. No major changes in the military situation are antici- 
pated during the coming year. 


B, OBJECTIVES OF THE MSA PROGRAM 


The objectives of the MSA program are to encourage and assist the Philippine 
Government in its efforts to— 

1. Formulate and execute a coordinated economic development program which 
will provide for reduced dependence on a few export crops, increased private 
participation in national development, broadened economic opportunities, and 
greater real income for depressed elements of the population. 

2. Stimulate production of food crops (especially rice and corn) and the 
establishment of economically sound foreign-exchange saving and earning 
industries. 

3. Strengthen the foundations of a democratic economy by improving the status 
of the “farmer on the land,” labor relations and productivity, and by extending 
public-health services and education, with principal emphasis on vocational 
training. 

4. Improve the efficiency of public administration. 

5. Improve fiscal operations and increase revenues to provide more adequate 
appropriations for defense and economic development, and achieve a sound inter- 
national payments position. 

6. Encourage private investment in productive industrial enterprises through 
measures to mobilize domestic capital and to attract private foreign investors. 


C. PROGRESS IN SUPPORT OF OBJECTIVES 


Since ECA/MSA began operations in the Philippines just 2 years ago, 
United States aid has been primarily directed to key projects which would 
provide the greatest stimulation to economic development for the least expendi- 
ture of funds. 

Some of the more outstanding program accomplishments are discussed below. 

In the agricultural field.—Production increases, which this year resulted in 
near self-sufficiency in rice, are in substantial measure attributable to MSA 
assistance to fertilizer distribution and cereal crop investment projects, and to the 
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agricultural extension service. Construction is under way on 4 gravity irriga- 
tion projects to irrigate 115,000 acres, and plans are ready for a fifth to irrigate 
70,000 acres. Approximately 700,000 acres of public land have been subdivided 
into 25,000 farms and 20,000 home lots. At the College of Agriculture and the 
Central Experiment Station, enrollment has increased from around 400 in 1950-51 
to more than 900 in 1952-53. 

In the field of public health—Equipment to rehabilitate 35 provincial hospitals 
is now being distributed. MSA-financed equipment and supplies are currently 
being used by 17 malaria-control teams; and 11 more teams are being trained. 
Twenty-six rural health units will begin operations in June 1955. 

In transportation and public works.—Roadbuilding and earthmoving equipment, 
ordered early in the program, has arrived and actual construction has begun on 
roads and bridges which will facilitate the development of areas newly opened 
for settlement, particularly in Mindanao. Eight river-control projects are also 
under construction. 

In mining.—Surveys have been undertaken with MSA assistance to determine 
the extent of Philippine coal and mineral resources. 

In the education field.—Eleven industrial and agricultural vocational schools 
have been rehabilitated and bids have been invited to equip 22 more. 

In public administration.—An institute has been established to provide instruc- 
tion for students planning to enter the civil service, and inservice training for 
present Government employees. Improved tax enforcement and new tax meas- 
ures, which were carried out with MSA technical assistance, stabilized the 
Government’s financial position and resulted in more than doubling tax revenues 
between fiscal year 1950 and 1952. 

The Philippine Government has appropriated funds for more adequate Govern- 
ment services, and the principle has been established that all recurring peso 
expenses of MSA projects will be included in the regular budget of the Govern- 
ment to assure continuance of these activities after termination of United States 
assistance. 

In many instances, the Philippines is supporting substantial development 
activities similar to those stressed by MSA, such as provision for additional 
power-generating capacity, using its own funds and loans from the Export- 
Import Bank. 

The Philippine Congress has appropriated 75 million pesos for deposit to the 
counterpart fund and 8 million pesos for overhead costs of MSA projects. An 
additional appropriation of 25 million pesos has been requested for counterpart 
and 8 million more for project overhead in the Philippines fiscal year 1954 
budget. 


D. CURRENT AND ANTICIPATED PROBLEMS 


1. Political and administrative stalemate—While no major administrative 
improvements can be anticipated in the Philippines until after the election, it 
is expected that present development projects can move forward without 
interruption. 

2. Internal insecurity.—Guerilla activity has been reduced, but the basic cause 
of dissidence—depressed economic conditions in rural areas—needs to be cor- 
rected before permanent political and social stability can be attained. 

3. Inadequate food production.—While food production has increased substan- 
tially, further progress is needed to permit not only foreign-exchange savings 
but a more satisfactory level of local consumption. 

4. Low levels of investment.—Improvement in the Philippines’ foreign-ex- 
change position is contingent to a considerable extent upon expanded industrial 
activity which, in turn, requires increased investment either foreign or domestic. 
To date, conditions in the Philippines have not been made sufficiently attractive 
to invite foreign investment on a large scale and the mobilization of domestic 
capital has also lagged. 

5. Insufficient Government revenues.—International financial stability has been 
achieved, but at a level of budgetary expenditures still inadequate to provide 
effective Government services while maintaining the present military buildup. 
Revenues need to be increased by improved tax legislation and more effective 
collection methods. 

6. Other problems.—Despite the United States assistance program and eco- 
nomic gains, the following problems also remain to be solved: diversification 
and expansion of exports, unemployment in cities and underemployment on 
farms, increase of national income, fuller utilization of resources, land-tenure 
adjustment, and improvement of basic transportation facilities. 
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Estimated cost by major field of activity 
{Illustrative fiscal year 1954 program (proposed)] 


[In thousands of dollars] 
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Calculated as follows: MSA foreign service and PHS personnel at $15,000 per man-yvear; contract per- 
sonn¢] at stipulated or estimated cost per contract (estimates based on experience or otheravailable cost 
data 

2 Calculated at $5,000 per 
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full vear and 42 for shorter periods As of June 30, 1954, however, noncontract personnel will total only 5 
(the employment target for that date 

5 Includes $1.6 million for noncontract and slightly less than $1.4 million for contract ficld personnel (sal- 
nd administrative support Noncontract personnel cost reflects mean average 
0, 1954 (109 and 95, respectively) 


trainee for full year. 


aries, home office backup, 
employment permitted under target et for June 30, 1958, and Jun 
6 Includes 127 trainees for 6 months each; balance for full year. 


Mr. FrrzGeraup. In the case of Thailand, our shipments to March 
31, which are shown in the separate tables distributes this morning, 
amount to $10,970,000. The shipments yet to be made from funds al- 
ready appropriated, $11,100,000. 

The illustrative fiscal year 1954 program for Thailand, as you will 
see, is a small one, $5 million, with $6.2 million in fiscal year 1953. 
The program is entirely one of technical assistance and related sup- 
plies, public health, agriculture, transportation, handicraft, and manu- 
facturing, and education, There is some small assistance in public 
administration. 

It is true that Thailand for better than 2 years had a surplus on its 
foreign account and was earning dollars and accumulating dollars, 
as well as other foreign exchange. 

During the last 6 to 9 months, due to the decline in the price of tin 
and rubber, Thailand has been losing foreign exchange earnings have 
been declining. That does not necessarily mean they are in any major 
trouble, but the very favorable position which they had for a couple 
of years has now disappeared and the Thais are becoming quite con- 
cerned about their foreign exchange holdings. 

We think the program is very important in maintaining the attitude 
of cooperation and support we have had on the part of the Thailand 
Government, both in the area and in such bodies as the UN, and others. 

The program includes funds for training Thais in this country at 
high school and slightly higher levels in agriculture and other tech- 


nical fields. 
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The fiscal year program for fiscal year 1953 is also shown in the 
tables before you. 

Now, as far as the Philippines are concerned, the situation with re- 
spect to funds already appropriated is that shipments to March 31 
amounted to $30 million. Shipments to be mi ade after March 31 against 
funds already available, $36,750,000. Those are available in sheets 
supplemental to the main booklet : 

The Philippine Military expenditures and the percentage of those 

expenditures to the C entral Government budget we have already dis- 
a and it is shown in the charts in the blue booklet. 

Military expenditures, as Congressman Judd has noted; have de- 
clined in the last 3 years, and are now running at about $90 million a 
year. That represents just under 30 percent of the total Central Gov- 
ernment budget. 

The Philippines program is primarily a program of technical as- 
sistance and related supplies, with emphasis on transportation, power, 
agriculture and forestry. There is lesser emphasis on manufacturing, 
education, and public administration. 

As you will note from the chart in the first table of these two related 
to the Philippines, the counterpart which is generated as a result of 
this program, is matched almost 2 to 1 by funds made available by the 

Philippine Government for the same project. 

The illustrative program for next year is one of $17 million, as com- 
pared to a $20 million program for the current year. Again, there is 
emphasis on agriculture and transportation and lesser emphasis on 
public health and education. 

The Philippine Government budget was brought closely into balance 
during the last 2 years after serious deficits in the past. There is a 
slight surplus this last. year, which Mrs. Bolton I am sure will be 
glad to make note of. 

One of the reasons for the improvement in the Government budget 
has been the improvement the Philippines undertook in its tax-collec- 
tion system and in the rates of tax collection which were undertaken 
as a result of the agreement with the Philippine Government, entered 
into about 21% years ago. 

The details of the Philippine program are in the green book and I 
do not think it necessary to repeat what is already before the com- 
mittee. 

Chairman CurperrretD. I might say that Secretary Robertson 
wishes to make a statement on Thailand. 

Mr. Ropertson. Dr. Judd, we thing that this is an extremely im- 
portant area, particularly at this time. I think we ought to check 
the latest figures on what they are doing in a military way, too, be- 

cause, according to my information, they are appropriating nearly 
45 percent of their entire budget for military purposes, 44.8 percent. 

Mr. Jupp. This shows only 21 percent. Your figures are twice as 
high as this? Did you say 44? 

Mr. Rosertson. My figures are as of the Ist of February of this 
year. Their total budget is $190,300,000, according to these figures, 
and their military budget is $85,254,000, or 44.8 percent. 

Mr. Jupp. I should think those ought to be checked somehow. 

Mr. Rosertson. Just by comparison—you were talking about the 
Philippines—I think the Philippines have appropriated for military 
purposes about 27.5 percent of their budget. 
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Mr. Jupp. That is so if your figures are correct, but his figures show 
Thailand contributing less although it has a much larger armed force. 
Mr. Rozerrson. That is why I think we ought to check the figures. 

Mr. Woop. They may be of different dates, and we can correct the 
record on that. 
(The information requested follows :) 


THAILAND EXPENDITURES FOR DEFENSE 


The total budget for military expenditures in Thailand for calendar year 1953 
is 1,819,647,000 baht, including expenditures for internal security (national 
police) an@ including approximately 685 million baht for cost-of-living allow- 
ances which are not carried in the budget for individual ministries. This 
amounts to approximately 35 percent of the total national budget of 5,248 
million baht. 

Converted at the average open market rate of 16.7 baht to the dollar, total 
defense expenditures are equivalent to approximately $109 million equivalent 
including the living allowances, and approximately $67.9 million, excluding the 
living allowances. The chart in the blue book setting forth military expendi- 
tures from 1950 through 1953 was drawn up on the basis of military expenditures 
exclusive of living allowances amounting to the equivalent of approximately $40 
million in 1953 (as set forth in the footnote to the chart) because the amount 
of the living allowances is not available for years prior to 1952. Conversions for 
the chart were calculated at a rounded figure of 17 baht to the dollar. 

The calendar year 1953 budgetary expenditures for the police amount to 
approximately 458 million baht. The police are an important force for the main- 
tenance of internal security and these expenditures are therefore considered 
to be a part of military expenditures. If these expenditures are excluded, how- 
ever, on the basis that the police are intended for maintenance of internal 
security only, the amount expended for external security is approximately 1,362 
million baht. This expenditure constitutes approximately 26 percent of total 
budgetary expenditures. Again on the basis of 16.7 baht to the dollar this is 
equivalent to approximately $81.5 million. 

Mr. Rozerrson. For many reasons, we consider this a. particularly 
vital area where we need to work to increase our influence. 

Mr. Jupp. Nobody believes that more than I do, but I still am not 
sure that giving them money they do not need is a means of increasing 
our influence or their strength in that area. If, as he says, they have 
an unfavorable balance ‘now, that changes the picture somewhat. 

Last year and the year before I questioned our programs for 
Thailand and Burma, because giving people money they do not need, 
instead of getting them to see that it is their own interests which 
require them to go along with us, is in my judgment not the most 
effective way to get their support or to use the money. 

Mr. Rosertson. If they do not need it, I agree with you. 

Mr. Jupp. I suppose the argument is that if we do not give it to 
them they would not spend their own funds for these purposes which 
we think are important. 

Mr. Woop. There is a matter of pump priming and demonstration 
in this, Dr. Judd. 

Mr. Jupp. It is their country and they are under the ax, and for us 
to be putting in $1 out of every $3 when they are in relatively good 
shape, seems to me more than ought to be necessary. In countries 
where there is a dollar gap, we are told we have to give it for that 
reason. Where there is no dollar gap we have to give it in order 
to get them on our side, but in every case we have to give it. 

I just hope that this is not weakening in the long run our standing 
there when your desire and everybody’s desire is to strengthen our 
position and that of the Thailand Government. 
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I have nothing further to say on this point. 

Mr. Roperrson. On the economic assistance, this is one of the small- 
est programs we have—it is only $5 million, if I remember correctly. 

Mr. Jupp. When you come here on this bill and there are two or 
three hundred projects in amounts of only $150,000 for a project 
here and $500,000 for another there, and here is a country that is 
relatively well off and we are giving them that much money—all I 
say is, while I shall vote for it, I just hope that we constantly keep 
in mind that it is going to be harder and harder to get these bills 
through. 

Mr. FrrzGeravp. I agree with Congressman Judd, that Thailand 
is relatively one of the “better-off countries in southeast Asia. It is 
not fabulously wealthy, but as those countries go, it is well off. 

Mr. Woop. The program in Thailand, Dr. Judd, is in its nature 
very similar to the point 4 operations. It consists very largely of 
technicians and demonstration equipment. If you will notice in one 
of the summary tables, this aid is not listed as defense support, but 
as technical progress and development. 

Now, you will recall—and I need not go over all the discussion 
of last year—that we advised the committee that in countries where 
there is a mutual defense assistance program, we felt that assistance of 
this kind could properly be called defense support because without 
the kind of development produced by this type of assistance, the 
kind of relationships developed through it between us and the people 
of that country, and the kind of economic progress and strength that 
comes out of this form of aid, the military program would be seriously 
undermined and jeopardized. For that reason last year we called 
this form of assistance “defense support,” and you could just as well 
list it that way in this program. However, because of the actual 
nature of the assistance, namely, technical assistance and demonstra- 
tion equipment in Thailand, we have this year put it in the column 
“Other than defense support.” 

Mr. Vorys. Well, you have $3,185,000 out of the program that is 
for supplies and equipment. That is not technicians. There is a 
million and a half in agriculture. 

We just went down there and had a teller vote on $400,000. It 
was a big issue—$400,000 for New York Harbor. 

Now, here is a country that is comparatively a rich country, and we 
are to furnish a million and a half of supplies and equipment. 

Mr. Smiru. Will the gentleman yield ¢ 

Mr. Vorys. I yield. 

Mr. Smitru. | wonder what would happen to the relationships if 
these items for Thailand would be knocked out on the floor. 

Now, you referred a few moments ago, Mr. Wood, to the fact that 
this is comparable to the technical assistance program, but I dare 
say in all those countries where technical assistance is given, that they 
are in very poor shape. They are not in the shape that Thailand 
is in. 

Now, it is entirely possible that you will knock out this assistance 
for Thailand on the basis that it can afford to pay its own way. It 
looks to me like we are going in here, trying to purchase friendship 
again, a policy that we know has never worked. We are sticking our 
necks out, it seems to me, on this proposition. 
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Mr. Rosertson. May I comment there: I hesitate to express myself 
on, this subject before this committee, because representatives of this 
committee have recently been to Thailand, as I understand it, and 
saw conditions firsthand. 

I would like to elaborate a little off the record what I said to you 
awhile ago. 

Off the record. 

(The then following remarks were not reported.) 

Mr. Woop. In the interets of being frank, this year we have separ- 
ated the point IV type of technical assistance, from the special eco- 
nomic assistance so that you can look them both in the face and 
decide for yourselves whether you want one or both or none. 

Chairman Cutrerrietp. You have been very frank about it. 

Mr. Vorys. We are not complaining about lack of frankness. We 
are trying to seek out what the policy of our Government is. 

When our subcommittees came back from India, they said the 
Indian reaction was in general, “We'll furnish technical assistance. 
You give us the stuff.” Although the total program was presented 
last year, as 12 to 1, we cut it to 7 to 1. That is, we attempted to cut 
down on the amount of economic aid. We now find the program 
is proceeding on a 14 to 1 basis in India. 

Mr. Woop. Thailand is about 3 to 1, is it not? 

Mr. FrrzGrravp. About 1 and a half to 1. In fiscal year 1954 the 
aoeanes of the proposed dollar cost is shown: Supplies and equip- 
ment, $3,200,000: and services, $1.8 million. It is about $3 worth of 
sanioe and equipment, to about $2 worth of services, roughly. You 

cannot, I believe, reduce it much more than that if you are going to 
have anything to demonstrate with, and that is the intent of this pro- 
gram and not to give basic, wide-scale economic aid. 

Mrs. Bouron. Where does vocational education come in, in these 
programs, under a different name? Is that technical assistance ? 

Mr. Vorys. It is education. 

Mrs. Bouton. I have been absolutely bombarded every time I have 
gone out of this room, beginning last week, with statements that if 
we think we are going to bring out any program for vocational educa- 
tion to the floor and get it passed, when we did what we did in the other 
bill to our own people, we can just jolly well go back to the committee. 

Mr. Jupp. We increased it down there. 

Mrs. Bouron. But not much. 

Mr. Jupp. We had to fight to do it. 

Mr. Woop. The technical assistance people, I think, can testify 
fully on the importance and value in these areas of some education, 
as well as some other technical training. 

Mr. Vorys. If we ask them when they come up about $530,000 for 
education for Thailand, consisting of $145 ,000 worth of equipment, 
they will then say, “We will ask somebody else.” Is that not correct ? 

Mr. Woop. That is right. The MSA witnesses can testify on the 
educational program in Thailand, if you wish. 

Mr. Roperrson. | agree we should not spend money where it is not 
needed. I think we all agree on that. If these programs do not 
further our interests, there is no justification for them. 

We are concerned about Thailand, and I was encouraged to think 
that this program was reasonable and right from the recommendation 
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of the committee that went out from this committee, your own survey 
committee. They said that in view of the strategic location of the 
country, it is vital that it be independently maintained and that 
United States assistance be continued along substantially the same 
lines as the persent program. 

This was the recommendation after a fresh look by your committee. 

I have never been to Thailand, but I do know of considerations 
which can’t be put into the record. It is a particularly sensitive area, 
but they are showing great willingness to work with us, rather than 
the other side, and our sole objective is to keep them on our side and 
off the other one. 

Mrs. Botron. Are you appreciating the fact that congenitally the 
Thailander takes great pleasure in padding his budget and getting 
by with it, and whenever he can do it, he is the happiest man in 
creatién. He has been traveling along with the feeling that we did 
not know that, and he has been getting more than he thought he was 
going to. 

Mr. Jupp. I agree that you probably cannot do anything different 
about Thailand today. I am in a sense fighting the battle of last 
year and the year before. Having started the pattern, this is not the 
year to be changing the pattern, because the enemy is breathing down 
their neck. 

On the other hand, here is one of the arch-illustrations of why this 
whole program gets in trouble. We have a hard time defending it to 
our own consciences and it is even harder to defend to our collegues, 
the pattern of going out and looking for places where we can spend 
money to win people to our side when they are already on our side. 
I did not mean this to be so prolonged. I think we have to go through 
it, but it still seems strange why we should be paying so much larger 
a percentage of their military budget than for example, the P hilip- 
pines. 

do not want to go into this any further, Mr. Chairman. 

There is one question I want to ask about this Philippine presi- 
dential race and what is going on. If you have read, and you doubtless 
have, our recommendations on Indochina regarding the nec essity for 
some arrangements with the French, other than those that exist at 
present—if we are to get the will to resist on the part of those people 
and have our money worth anything, I would like to have your 
comment on that. 

I can tell you for your information that the first draft of that 
report was brought into this committee, and the full committee tore 
part of it to pieces, and threw it out the window. It was too strong. 
It was too blunt. We toned it down and probably it is still too strong. 

(A short recess was taken. ) 

Chairman CurrerrieLp. The hearing will be in order. 

Mr. Roperrson. I would like to say one thing about Thailand. I 
implore you, ladies and gentlemen, do not cut Thailand out of this 
program at this particular time. They are our friends, but we want 
them to be effective friends. 

This program, from an overall area standpoint, is very necessary 
to increase the food supply and exports of rice; there are many over- 
tones in the situation. Nothing would please the Communists more 
than for us to cut loose from Thailand and that area at this particular 
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tine. They are very quick to capitalize on our differences. They 
always come to us with a solid front. 

Thank you very much. Are you through with me now, Mr. 
Chairman. 

Chairman Currerrrecp. Yes. We have enjoyed having you here 
very much. 

Mr. Rosertrson. It has been good to be here and I think I have a 
much clearer understanding of some of your problems. 

Chairman Curprrrreip. May I call the committee’s attention to the 
fact that there has been a letter from the office of the Director of 
Mutual Security, which has just been released and placed before each 
of you. 

If there is no objection, I would like to have this letter placed in 
the record. It isso ordered. 

(The letter referred to is as follows :) 


Dear Mr. CuHarrMAN : Testimony before your committee on the Mutual Security 
Program for fiscal year 1954 has indicated that its implementation would re- 
quire authority for new appropriations in the amount of $5,828,732,500 and 
actual new appropriations of $5,798,732,500, plus specific congressional authori- 
zation for the utilization of local currencies in the amount of $98,396,000. 

Witnesses presenting the program have further stated that as the result of a 
rigorous screening of previously authorized programs, substantial savings would 
be effected in the execution of those programs. They have promised to keep 
your committee, and the comparable authorizing committee of the other Cham- 
ber, continually advised of the progress being made in determining the probable 
amount of such savings, thus enabling appropriate adjustments to be made by 
the committee in the authorizing legislation before reporting it. 

This letter is sent in accordance with the foregoing promise and is designed to 
report on the results of this rigorous rescreening by the Department of Defense 
and Mutual Security Agency of previously authorized programs. This re- 
screening indicates that on June 30, 1953, there will be $404 million of previously 
appropriated funds which will not be needed in order to meet normal require- 
ments under fiscal year 1953 and prior programs. Therefore, except to the 
extent that (1) New and urgent requirements need funding from this source be- 
tween now and the end of this fiscal year or (2) such funds are employed during 
the next 30 days to cover requirements of the fiscal year 1954 program, the above 
amount will remain unobligated and unprogramed on June 30, 1953. Since 
there are a number of contingent requirements that should properly be classed, 
if they mature, as new and urgent ones, demanding of immediate funding, and 
which might aggregate $50 million, it will be necessary to hold this latter 
amount as a reserve until at least mid-June, At that time, our program will 
presumably be in the appropriations stage, and a final decision can be reached 
as to whether this $50 million can be applied to reduce the new obligational 
authority required to finance the fiscal year 1954 program which is authorized. 
With the exception of this $50 million, the balance of $354 million can, and we 
propose should, through congressional authorization to continue it available for 
use in fiscal year 1954, be applied to reduce, in an equivalent amount, the $5.828 
billion of authority for new appropriations which has heretofore been requested. 
Representatives of the executive branch will, during the course of the remainder 
of your hearings, give your committee the precise figures and indicate the 
specific appropriations to which they apply. 

I should like to point out certain important factors with respect to the situa- 
tion which I am reporting in this letter. 

First, it should be emphasized that the reduction in the new obligational 
authority required for the fiscal year 1954 program below the $5.8 billion 
originally requested does not mean a reduction in the physical activities and 
programs which it is proposed should be carried out and financed during the 
next fiscal year. The activities and programs proposed remain the same, but the 
$5.8 billion which is required to finance this program can now come from two 
sources—(1) approximately $5.474 billion from new obligational authority and 
(2) about $354 million from appropriations for prior years which are no longer 
required for their originally programed purpose, that is, the savings to which 
we referred above. Moreover, to the extent that the $50 million reserve of sav- 
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ings subsequently proves to be unnecessary, further adjustments aggregating this 
amount can be made in the two foregoing figures. 

Second, the fact that certain previously appropriated funds can be classed 
as “savings” does not mean that valid existing and not properly deferable re- 
quirements under current programs will not be met. For the most part, the 
“savings” come from sources such as the following: lower costs than originally 
estimated for various items still included in the program; changes in actual 
requirements which have permitted the deletion of originally programed items 
or the substitution of less costly ones; the deferment, for one reason or another, 
until a later year of the fulfillment of certain military end-item requirements ; 
overestimate of the amount required to cover the expenses of packing, handling, 
crating, and transporting military end-items during fiscal year 1953; lesser costs 
than anticipated for certain military training activities; deferment of certain 
defense support projects and activities that could as readily, or better, be post- 
poned to a later date, etc. 

Third, the submission to you at this time of a specific estimate of savings does 
not mean that the process of review and resecreening of previously authorized 
programs has now been terminated. On the contrary, this process will be con- 
tinued. Additional savings, if any, which ave disclosed as a result thereof, to- 
gether with any portion of the foregoing reserve of $50 million which is not 
required for new and urgent needs before the end of this fiscal year, should, at 
the appropriations stage, be applied to reduce the amount of new obligational 
authority required to finance the fiscal year 1954 program which is authorized. 
The submission of this specific figure does mean, however, that we have reached 
the point where we believe that a relatively firm estimate of these savings can 
be made and that the increase, if any, in this estimate is likely to be extremely 
minor. 

Fourth, we are requesting that Congress, as it has done in previous years, 
authorize the carryover of all previously appropriated funds, whether they are 
obligated or unobligated on June 30, 1953, and continue such funds available in 
fiscal year 1954. This applies not only to the savings referred to above: the re- 
mainder, whether obligated or unobligated, must also be continued available in 
order to fulfill requirements under past and current programs, and the fiscal year 
1954 program assumes, and was constructed on the premise that, these require- 
ments will actually be met and financed from these prior funds. In fact, if such 
other funds were not to be continued available for their original purposes by 
congressiona! action, it would be necessary to increase the fiscal year 1954 request 
for new obligational authority by an equal sum. Witnesses who will appear be- 
fore your committee will be prepared to indicate the extent to which, and the 
reasons why, certain programed funds will remain unobligated on June 30, 1953, 
and the important considerations which require their continued availability after 
that date to finance the segments of current programs for which they are ear- 
marked. 

Finally, I should like to refer to my earlier reference to the necessity, under 
section 1415 of the Supplemental Appropriations Act, 1953, for specific provision 
for the use of the local currencies required for the program in fiscal year 1954. 
I do not believe that any witness, with the exception of the Director for Mutual 
Security, has as yet discussed this subject, although the necessity for such pro- 
vision, and the amounts involved, were indicated on the summary table presented 
to the committee. I raise this point now since the committee, if it should accept 
our proposal for handling this local currency problem, will undoubtedly wish, 
when making an adjustment in the authority for new appropriations to reflect 
savings, to take account of these local currency requirements. 

As you know, under the provisions of the Mutual Security Act and its under- 
lying legislation (particularly the Economic Cooperation Act and the Mutual De- 
fense Assistance Act), the United States receives certain local currencies for its 
own use in the form of (a) 5 and 10 percent counterpart and (b other contribu- 
tions from host governments. As you also know, we have been authorized in 
past years to utilize local currencies which are derived in this fashion in further- 
ance of the program without any reimbursement from dollar appropriations. 
These local currencies have enabled us to meet certain necessary expenses abroad 
in connection with the program without the necessity for placing the burden 
of these expenses on the American taxpayer or incurring additional doliar 
expenditures therefor. 

Section 1415 of the Supplemental Appropriations Act, 1953, while in no way 
altering this fundamental situation, does require a change in the methods by 
which such currencies are made available for actual use in the Mutual Security 





790 MUTUAL SECURITY ACT EXTENSION 


Program. Specifically, it requires that such currencies shall only be available for 
use in the program to the extent which is provided annually in appropriation acts 
for purposes authorized by law. The requirements of this provision could be 
met in a number of different ways, but it is the view of the executive branc} 
that the simplest and best way of meeting this requirement is to authorize in 
the enabling legislation, and to include in the proper appropriations, new 
obligational authority in an amount equal to the dollar equivalent of the local 
currencies required, The inclusion of this amount would not, of course, insofar 
as the Mutual Security Program is concerned, represent the addition of any 
real dollar requirements or any added burden on the taxpayer since the local 
currencies whose use would be authorized are, or will become, the property ot 
the United States Government in any event and, in the normal course of events, 
the $98 million involved would merely be exchanged for such local currency on 
the books of the Government and never leave the Treasury. The handling of local 
currency in this fashion merely reflects an orderly method of bookkeeping and 
imposes, and quite properly, the necessity for adequate justification and account 
ing for local currency as well as dollar assets. 

In fiscal year 1954, we have estimated our local currency requirements for new 
obligations as $98,396,000. The local currencies which are available, or will 
become available in fiscal year 1954, as a result of our program will be substan- 
tially in excess of this amount. However, under the method we recommend for 
complying with section 1415, the $98,396,000 should, in calculating the total 
authority for new appropriations to be included in the enabling legislation, 
be deducted from the savings. If no savings were to be realized, this $98,396,000 
would of course be additive to the $5,828,000,000, although, in either case, the 
inclusion of this sum represents, as we have stated before, a method of bookkeep- 
ing and not a real requirement for any additional dollars in this program. As in 
the case of other points covered in this letter, witnesses of the executive branch 
can go into this subject in greater detail with your committee. 

Sincerely yours, 
Wru.11AM M. RAnp, 
Acting Director for Mutual Security. 


Chairman Curerrrietp. You may now proceed with point IV, Mr. 
Wood. 

Mr. Woop. Thank you, sir. 

We have put before you an outline of what we think is the most 
orderly and rapid way to cover the technical development and prog- 
ress program. It includes these two major categories that I have 
mentioned before, the point IV program, as it is popularly known, 
on the one hand, and, on the other hand, the special economic assist- 
ance in certain countries, notably India, Pakistan, and Iran, where it 
is felt by the executive branch that something beyond the traditional 
type of point IV program of technical assistance and demonstration 
equipment is needed in the interests of the United States. 

As I have said before, we have made this separation for the first 
time this year in the interests of making crystal clear exactly what 
ve are asking for. 

I might just say, before I introduce Mr. Andrews, who will be the 
first witness on this subject, that as indicated in the summary table 
placed before the committee, the request for regular technical prog- 
ress and development, which is akin to the point IV type of program, 
is for all areas in which such programs are proposed and amounts to 
$153,985. The special economic assistance comes to a total of $405,225. 

If it suits the committee, I would ask, if I may, that Mr. Andrews 
start off with a brief general introductory statement on the technical 
assistance program, and then that we proceed as indicated in the chart 
before you. 

Mr. Andrews is the Administrator of the Technical Cooperation 
Administration, and is in charge of the technical progress and devel- 
opment program throughout the world. 
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STATEMENT OF STANLEY ANDREWS, ADMINISTRATOR, TECHNICAL 
COOPERATION ADMINISTRATION 


Mr. Anprews. Mr. Chairman, as usual I will have a formal state- 
ment. This formal statement is an attempt to answer some of the 
questions and bring out some of the information which Mr. Westphal 
and others point up in their report. It is not an attempt to discuss 
individual programs. We will expect to discuss the individual pro- 
grams in answers to questions from members of the committee on the 
individual areas and countries as they come up. 

The last Congress, both by law and in the reports of its committees 
(including the conference report of June 4, 1952 on H. R. 7005), laid 
down pretty clearly the guidelines which the Administrator of the 
Technical Cooperation Administration was to follow in carrying for- 
ward this program. 

I believe the appropriations requested for fiscal 1954, as well as our 
work during the past year, show that we have endeavored to carry 
out the program of technical assistance and cooperation as Congress 
conceived it—a joint undertaking between the United States and the 
cooperating countries with major emphasis on training, demonstra- 
tion, and self-help. 

The final appropriation for technical cooperation in fiscal 1953— 
the program we are now carrying on—totaled $150,540,300, including 
approximately $141 million for bilateral technical assistance through 
TCA, about $8 million for the multilateral program of the United 
Nations, and $1 million for the multilateral program of the Organi- 
zation of American States. The request now before the committee 
provides for a total of $130,984,500 for all of these technical-assistance 
programs. Moreover, the request for the bilateral program to be 
administered under the Act for International Development includes 
$23 million for the programs in the Philippines, Thailand, and the 
Far East Dependent Overseas Territories. In fiscal 1953 the pro- 
grams in those countries were carried out as “defense support” pro- 
grams under section 503. Since Burma, on March 17, decided to 
terminate its technical-assistance program as of June 30, we are not 
asking for any new appropriation for that country and will use 
available funds in the lhquidation of Burma’s program in accordance 
with an agreed-upon plan of withdrawal. 

The committee will find, in addition to the funds requested for tech- 
nical assistance, separate requests for authorizations of $194 million 
for the Near East and Africa and $94 million for India and Pakistan 
for special economic aid, of which it is planned to ask for an appro- 
priation of only $258 million. These funds will be used to offset 
growing political and economic tensions in sections of the Middle 
ast and south Asia where it is in our national interest to speed up 
development beyond the present capacities of the countries to do it 
themselves. 

Special economic-aid funds of $140 million for the Near East have 
been requested for reasons already presented by the Secretary of State 
and Mr. Stassen. Earmarking of funds gy adyes countries may 
impair their usefulness and effectiveness. Since sufficient funds are 
not likely to be available to meet all needs in all countries, authoriza- 
tion of a lump sum for the Near East permits use of the funds to meet 
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the most urgent contingencies as they arise. Aid can be focused where 
it is most needed and will do us the most good. In India and Pak- 
istan, the $94 million of special economic -aid funds is being requested 
because political conditions in these countries require a more rapid 
rate of economic growth than technical cooperation alone can assure. 
In these countries, special aid will permit the expansion and accelera- 
tion of projects to be initiated with technical assistance funds. 

Funds for special economic aid will be administered by TCA but 
they are presented separately in the legislation and they are to be 
treated separately before this committee. The political and emer- 
gency aspects of the program will be presented by representatives of 
the political bureaus of the Department of State. They will point 
out to you that, in a few countries, economic and political considera- 
tions are such that something in addition to point 4 is necessary. 

It is my purpose and intention now to discuss the technical-assist- 
ance program as it is conceived within the framework of congressional 
direction. 

The Congress last year laid down in the legislation on the technical- 
assistance program three main areas of activi ity for us to follow. The 
committee reports and the debate on the appropriation bill indicated 
rather definite guidelines as to what and how we are expected to carry 
forward our activities in the various cooperating countries. In brief, 
the legislation provides for these broad approaches: first, sending 
technicians to countries asking for them, inn supporting "funds to 
implement their work ; second, training of other nationals in this coun- 
try; and, third, encouraging private investment in the industrial de- 
velopment of the cooperating countries. 

There were further guides’ as to the relation of supplies to person- 
nel, the relation of tec chnical personnel to administrative personnel, 
and the “fair share” contribution which, I believe, were on the whole 
good and sound principles. In addition to being guides, they pro- 
vided us with the means for withstanding some of the pressures for 
greater funds and for doing things which I doubt would have been 
within the spirit of the technical program or the intent of Congress. 

Future programs are to be judged largely by accomplishment or 
lack of accomplishment of past programs. Consequently, I would 
like to devote a few minutes to discussion of some of the problems 
we have encountered—some of the successes and failures of the past 
year—in the hope that this will give us a better basis on which to judge 
the validity of the technical-assistance program we are proposing for 
fiscal 1954. 

I must report frankly to you that there has been a lag in expendi- 
tures behind the appropriation and availability of funds, : and in place- 
ment of technicians overseas. 

I believe there are sound reasons for this lag. It is best to put them 
before the committee and let you judge for yourselves. 

Our total obligations of fiscal-year-1953 funds as of March 31 were 
$90,315,163 out of an overall total appropriation of $150 million. We 
anticipate that the bulk of our 1953 funds will be obligated by June 
30. Our expenditures of fiscal-year-1953 funds totaled $20, 414,396 as 
of March 31, and in addition we had expended between June 30, 1952, 
and March 31, 1953, $45,025,185 in liquidation of obligations incurred 
in 1952 making a total of $65,439,581 in the current year. 
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This is a considerable lag between obligations and expenditures. 
In almost any operating program there is a lag between the actual 
spending of money and its availability. This is especially true in the 
case of the TCA program. 

First, there are causes within the cooperating country. We have 

felt that best results can be obtained when a country is required to 
put up at least the equivalent of the dollar contribution of the United 
States. This insistence that a country “contribute a fair share” may 
cause delay. And these delays are sometimes discouraging. But I 
feel that this is the only sensible way to approach the matter. In at 
least two countries this last year, we have deliberately suspended dis- 
cussions and plans for programs until those countries were willing 
themselves to take a stronger interest both in personnel and money 
for the proposed projects. 
' Even when the country is quite willing to match the United States 
contribution, time-consuming processes may be required. Most coun- 
tries have legislatures—sometimes both Federal and local—budget 
directors, and their own peculiar machinery by which public funds 
are appropriated and made available. It always takes Cabinet action, 
and often parliamentary action, to commit such funds. Total contri- 
butions of host countries to the joint programs are estimated at $245 
million in 1953 and $307 million in 1954, or well over a dollar-for- 
dollar figure in 1953 and $3 for every $2 of ours in 1954. 

Second, there are causes within our own country for delays of 
from a few weeks to several months before money appropriated by 
Congress and tentatively obligated is ready to be spent for transporta- 
tion, supplies, personnel, and other components of a project. Only 
after we have negotiated a specific agreement and after the money is 
allocated can we commit money for spending toward that project. 

We have found it inadvisable, through some unfortunate experi- 
ences, to try to anticipate the supply needs of technicians or the needs 
of the country we are working with. It is only after a qualified spe- 
cialist is on the job and is able to make a sound study of the real 
needs that one can with any accuracy develop specifications for the 
supplies and equipment that either we or the country should provide. 
We can cite instances where a country, and in 2 or 3 instances where 
TCA, in an effort to speed up a program, has bought equipment in 
anticipation of needs. As a result we found ourselves later with 
equipment which could not be properly used, or which was too ex- 
pensive, or even downright unsuited for the job to be done. 

Total field personnel originally authorized to carry forward our 
programs in 1953 totaled 2,460. Due to nearly a 5 months’ delay in 
getting allocations and to some delays on the part of foreign govern- 
ments in signing project agreements after the money was allocated, 
we reduced this number to 2,127 to be on board by the end of fiscal 
1953. We now expect to have about 1,950 on the job by June 30. 

On the face of the bare figures this looks like a defect in our plan- 
ning. But I can say honestly to the committee that I would prefer 
to undershoot a personnel target than to rush American technicians 
overseas and have them sit idle while their jobs are being determined. 

We feel it is a definite mistake to send a technician to a country, 
even though the country has asked for such a person, until it is clear: 
First, that there is a specific job for him to do; second, that proper 
housing and facilities are available to care for the technician and his 
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family; and third, that the host government definitely and specifically 
understands what the technician is to do. For if our personnel are 
to be really effective, they must get out of the capital cities and into 
the states, the provinces, and the vill: ages. 

There is also the time required for a security clearance and other 
personnel processing including time required for a man to give notice 
before leaving the job he is holding, about 6 weeks for training and 
consultation prior to departure for his post, travel time, and an aver- 
age of about 93 days for the full security clearance per se. When you 
add up all these inevitable factors, 5 to 7 months’ time is required to 
get a man on the job in the field after he has been selected and ac- 
cepted by the host government. 

I do not seek to minimize the delays or to minimize the need for 
prompt and tangible results from our program. But I do want to 
remind the committee that as a worldwide program, TCA operations 
are little more than a year old. Project agreements which permitted 
actual operations to get under way were signed in Iran 14 months ago, 
in India less than a year ago, in Egypt only last January. Operations 
in Latin America, of course, were launched by the Coordinator of 
Inter-American Affairs in 1942 and you are familiar with the many 
accomplishments there. 

I have given the committee a view of some of our problems. I want 
also to report on our accomplishments, for I feel that we now definitely 
have a “show on the road” in 35 countries around the world. 

Last year when it was my privilege to appear before this committee, 
[ had to “sell futures” and—with the exe eption of the Latin Ameri- 
can area—tell you about the programs that were then coming into 
being. At that time we had only 1,000 technicians in the field. This 
year we have 1,800 people at work in 35 countries whose population, 
ieidentally, ecompasses two-thirds of the population of the free 
world. There are 1,745 specifie projects backed by joint agreements 
in operation in these 35 countries. 

Through private contracts for technical services we are drawing 
upon the specialized skills, knowledge, and experience of 169 Ameri- 
can colleges and universities, foundations, research institutes, engi- 
neering firms, and voluntary agencies, as well as agencies of Fede ral 
and State governments. These contracts now total more than $19.5 
million compared with about $4 million a year ago. Of this, $12.5 mil- 
lion represents contracts entered into between January 1, 1952, and 
March 1953, with 60 percent of the total being with private con- 
tractors. 

In keeping with the congressional mandate, TCA engages private 
contractors as an effective means of making available to the under- 
developed countries, where practicable, the technical skills of private 
organizations. At the same time, this overseas experience serves to 
acquaint these private institutions, and the governments and peoples 
of the underdeveloped areas, with further opportunities for mutually 
profitable cooperation. 

With respect to the so-called voluntary agencies, we have instructed 
our country missions to take measures which will bring our activities 
more closely into line with theirs in order that each of us can be of 
the most effective help to the other. 

During fiscal 1953, some 1,200 selected leaders and technicians from 
other countries will have received advanced training in colleges, in- 
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dustrial plants, and governmental agencies in the United States. 
Many of these people are officials of their governments. Others are 
editors, teachers, doctors, nurses, engineers, industrial managers, 
airline and airport technicians and others in many special categories. 
One of them is a congressman in his country. 

They are being prepared to take over the task of training their own 
people in the technical fields in which they now must look to us for 
help and guidance. And while they study our technical methods and 
skills, these people are drawn into the social life of the colleges and 
communities where they study and learn at firsthand of our American 
way of life. 

There are many cases where training in the United States is essen- 
tial to the finished technician. But during this fiseal year we have 
worked toward holding down the number ‘of trainees coming to the 
United States, and setting up regional centers such as the training 
center in Puerto Rico which serves Latin America. One such pro- 
posal is an agricultural training center in Japan for trainees from 
Asian countries. Through these. regional centers, we hope to provide 
training facilities at less cost and to y have trainees work in an environ- 
ment more nearly like that in their own countries. 

Wherever possible we are working with institutions and agencies 
within the areas to do the preliminary training and in other instances 
we are attempting special institutes and on-the-job training for the 
general technician within the country. As an illustration we are 
contracting with the American University in Beirut for the training 
in agriculture, medicine, and education of some 260 persons in the 
coming year. In Iran at this moment some nine specialists in ex- 
tension tr aining methods from the USDA and State Agricultural 
Colleges are conducting a school for 200 county agents in that country, 
and in India village leaders are being trained in some 30 centers being 
conducted jointly by TCA, the Ford Foundation, and the Indian Gov- 
ernment. These are merely illustrations and we think we can make 
our money go farther by doing as much of this training as possibie 
within the country and holding the number arriving in the United 
States to a smaller number of the more highly skilled. 

Perhaps in the third general category of our activity—that of pro- 
moting and encouraging private investment in industrial develop- 
ment—we are weakest. We could, of course, offer a great many ex- 
cuses for this weakness, but fundamentally at least we are not quite 
sure just what our overall government policy is in this particular area 
of activity. It is a sensitive subject and if not approached correctly, 
not only from the standpoint of investors and industrialists in the 
United States but from the standpoint of the subject country, this 
commendable idea can backfire disastrously. 

We must remember that many of the areas where we are working 
are only lately out from under colonial domination. There is in- 
tense nationalism sweeping most of them and there is a tendency to 
remember that fleets and armies usually followed the big trading and 
development companies which originally came into these areas. 

On the strictly industrial and trade side, we have striven to increase 
the efficiency and productivity of the existing facilities rather than 
try to promote new ones. 

The matter of private investment will be discussed fully by others 
appearing before this committee. I will only review briefly TCA’s 
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actions to encourage private investment and business opportunities in 
our areas. As part of a service to business project carried out for 
TCA by the Department of Commerce, the Office of Business Eco- 
nomics has made a comprehensive census of United States direct. m- 
vestments in foreign countries. The Office of International Trade, 
under TCA’s agreement with the Department of Commerce, has com- 
piled investment guides for several TCA countries and has given ad- 
vice and guidance to businessmen looking for investment oppor- 
tunities abroad. 

Mr. Augus Maffry, vice president of the Irving Trust Co. of New 
York, summarized in a report for TCA his recommendations on the 
encouragement of private investment overseas. Mr. Maffry, after 
thorough study, called for broad integrated Government action, on 
the ground that successful promotion of private investment is too 
big a job for any one agency of Government. He called for designa- 
tion of a single coordinating agency to integrate the various activities 
for promoting private investment abroad, and for continuance of 
technical assistance programs in underdeveloped areas in the fields 
of agriculture, health, education, public administration, and so forth, 
which lay a necessary foundation for private investment. 

It is in this latter field of activities which eee and perhaps 
slowly promote private investment that we can be most effective. 
Better health enables the worker to stay on the job; helping him get 
enough food enables him to do a better day’s work; giving him basic 
and vocational education increases his skills. All of these increase 
his productive capacity. 

Increasing agricultural production brings with it the need for food 
processing and preservation plants for refriger ration, transportation, 
and storage. 

A study of coal resources and improvement of coal extraction in 
Afghanistan indicates a source of power which can lead to industrial 
development. The Joint Commission in Brazil has been responsible 
for investment of $500 million of Brazilian funds and $397 million 
from the Export-Import Bank and the International Bank for Re- 
construction and Development. Transportation and power develop- 
ment through these investments will provide the basis for other in- 
vestment in industries. 

But as Mr. Maffry pointed out, the provision of fundamental health 
services, increased food production, basic education, and sound pub- 
lic administration are essential preliminaries to balanced industrial 
development and profitable investment of both outside and local 
capital. 

A number of Latin-American countries have recently shown a 
growing interest in importing industrial engineering technology 
through point 4. Local industries are developing and the demands 
for production are insistent, yet the pace of development lags because 
they do not have the know-how to manufacture efficiently and cheaply. 
Productivity levels are low. 

Recognition of the need for United States engineering knowledge 
has led to requests for technical assistance which the ILAA is now 
supplying, in cooperation with United States industry. Industrial 
engineering services have been established in Chile, Brazil, and El 
Salvador, and are now being set up in Uruguay and Colombia. 

The purposes of these services are to raise the level of industrial 
technology by— 
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(1) Training Latin-Americans in industrial engineering fields, 
locally and in the United States. 

(2) Introducing United States engineering methods (and firms) to 
local industries so as to develop efficient methods of production in 
“demonstration” plants and industries, 

(8) Creating a flow of technical information (publications and 
films) in industrial engineering to Latin-America, through private 
industrial organizations, and through the Departments of Commerce 
and Labor. 

The services are cooperative agencies, jointly financed as in the tra- 
ditional programs of ITAA, with the pom however, that Latin- 
America private industry is in the partnership on our sister Repub- 
lics’ side and United States industry rather than Government is 
providing most of the American technicians. 

I shall not at this time try to describe in detail any one program 
or any one country. In the data before you, we have compiled a com- 
prehensive review of detailed programs in each country and we are 
prepared to talk on any particular phase of the programs in each 
country. Generally we have gone forward rather aggressively ‘n 
the three basic fields of activity which always have received first at- 
tention from TCA—agriculture, public health, and education. But 
with the development of programs in any given country, there arises 
the need for other projects to expand and support such programs. 

As an example, in one country we brought about quickly and rather 
dramatically an increase in food production through a combined at- 
tack on better seed, better farming methods, and the cleaning out of 
malaria in the area. But we were confronted with a serious problem 
of transporting the food out and bringing in the fertilizer and seeds 
needed. This, in turn, created the need for road construction for 
primitive types of transportation in an alluvial area. This is now 
being done by road engineers familiar with conditions in the low- 
land areas of Louisiana where almost identical road problems existed. 

In another country we were able to assist in greatly increasing 
wheat production in an area but no warehousing, storage, marketing, 
or transportation facilities existed to move it to market. So before 
we can go further with increasing wheat production, a system of 
storage, marketing, and handling facilities must come into being. 
Industrial development is rapidly taking place in many countries. 
But all too often the basic problems of an area are complicated rather 
than simplified by a fine new industrial plant. Distributive processes, 
credit, merchandising, transport, and hundreds of other links in the 
chain must be forged before real success is achieved. 

Take the matter of production credit in the agricultural field. 
Interest rates of 30 percent to 100 percent and even as high as 300 
percent are not uncommon. We can demonstrate beyond a shadow of a 
doubt the value of fertilizers, of better implements of tillage, of better 
farm methods. But unless there is the credit mechanism whereby the 
farmer can acquire these things and use them economically in his pro- 
duction, very little is accomplished. So in recent months there has 
been an increasing emphasis and increasing calls from the countries 
for aid in organizing and helping the local people develop systems 
of low-cost production credit, both industrial and agricultural. 

Land reform is taking place in several of the countries where we 
are working. But merely dividing up the land does not do the job. 
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at all. In fact it may result in less production unless the supporting 
services of credit, supervision, supplies, and markets, are some way 
created to serve the cultivator and take the place of the landlord's 
aan and services which are wiped out by land reform. 

Land reform, in my opinion, is one of the most important trends 
taking place all over the under developed areas. We are going to hear 
more of it. It is something, however, in which the United States can 
only play a helping hand after the country itself has made its deci- 
sion. We have training schools for supervised credit in 3 or 4 coun- 
tries; we are assisting in a small way financially in several others; 
and we are supplying personnel with long experience in the credit 
and marketing field to a dozen or more countries. 

In Latin America, where technical-cooperation programs have been 
going on for 11 years, there is a definite trend toward the use of the 
industrial- -development bank and the industrial servicio. In a small 
way we are assisting this movement. 

In the past year we have broadened and rounded out our activities. 
We still start with the basic problems. But we have found it neces- 
sary to branch out into auxiliary and supporting fields. Plant-pro- 
tection efforts in several countries brought the need for either impor- 
tation or local manufacture of insecticides and insecticide-applying 
equipment. Campaigns against animal diseases brought the need for 
commercial facilities for purchase and distribution of serums. Res- 
toration of a textile plant and improvement and expansion of pro 
duction brought the necessity for an alternate power source. Digging 
and installation of tube wells and village sanitary water supply helped 
in increasing food production in a given area and reduced the inci- 
dence of dysentery and malaria, but it also brought problems of main- 
tenance and replacement of equipment, tools, and machinery. 

The lesson we have learned during the past year is that from sheer 
necessity a successful project in one line creates the need for other 
activities if the effort is to make the maximum contribution to the 
country and the people. Basically, there has been a slight shift in 
the categories of technicians on projects in the field growing out of 
changes and developments in the programs, and they approac ch some- 
thing resembling a country plan. Our technical foree is roughly 
divided about as follows: 30 percent agriculture, 20 percent public 
health, 10 percent education, and 40 percent covering industry, trans- 
portation, communications, natural-resource development, public ad- 
ministration, public honsing, and a host of other areas of activity 
which supplement the basic programs. Moneywise, the ratios are 
slightly different. 

Since I shall be expected to oe uss the United Nations technical- 
assistance funds in chapter V, I should like to take this opportunity 
to stress the importance of our full support of these programs. | 
have seen U. N. and United States technicians work side by side in 
many countries; increasingly we supplement each other’s efforts, thus 
multi iplying the progress possible of the peoples we seek to assist. In 
the TCA Blue Book submission which has been laid before you gen- 
tlemen, every single country statement includes a section dese ribing 
the various multilateral-assistance programs and their interrelation- 
ships with our own. The significance of 67 governments in the U. N. 
pooling their resources in a ‘concerted effort to help people is of tre- 
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mendous importance in the evolving policy of the free world. Never 
before in history have so many governments voluntarily banded to- 
gether in a common cause. 

It is particularly important that working through the U. N. so far 
as we can we build confidence among other countries in our own 
motives. Indeed, the consistent opposition of the Soviets to this 
U. N. work makes of our own participation in a program of common 
action, a propaganda example that speaks far louder than words. As 
Administrator of TCA, I am as concerned for the forceful continua- 
tion of these multilateral programs as for our activities. 

To conclude, then, may I reiterate and reemphasize that we, I be- 
lieve, have started soundly down a long, intensely interesting and 
somewhat winding and rough road in international cooperation on 
technical aid to economic development. I think if there 1s any ques- 
tion in our minds as to the value of the program, or whether we can 
afford to carry it on, of whether we should greatly change the concept 
or the nature of the program, we should do it now—in this year. The 
things that are being done under this program are small in the popu- 
lar sense of economic development. To achieve anything, millions 
of small and unheard-of individuals must be activated and encour- 
aged to do a few little things a little better; a few pounds or bushels 
or yards or tons more of production; a little better roof on a house, 
a little extra effort to improve a school or maybe develop a village 
well. This cannot be done by a wave of the hand or the giving of a 
command. It can only come by long and patient work at the peoples’ 
level. The combined results of these millions of small efforts can be 
very spectacular, as indeed in some areas they are spectacular, but it 


will take time, much patience, a reasonably small amount of money 
and a genuine aeiprpcenties of the worthwhileness as well as the ability 


of the individua 
opportunity. 

I would like to summarize what I have said in my opening state- 
ment. 

I would like to commend and thank the committee, and particularly 
the committee staff for the study and report which Mr. Westphal and 
others developed here last summer. It goes quite thoroughly into the 
technical-assistance program. 

It did 2 or 3 things. First, it brought us up on our toes and made 
us look at it a little closer. Second, it pointed out some mistakes 
we were able to correct, and then I think it gives the committee a basis 
for some general appraisal of this particular program. 

There are before you two very heavy books here, called the biue- 
books. I want to apologize a little bit for these bluebooks, and I also 
want to take just a little pride in them. 

There are cataloged here 1,745 individual projects and programs 
in the 35 countries that we are operating in. 

In previous appearances before this committee, either by myself 
or some of my predecessors, the TCA program, with the exception of 
Latin America, was in such a preliminary form that we could do little 
more than sell futures; that is, tell you what we were going to do. 

This catalog here does tell you what we are doing and I would like 
to say maybe we have not accomplished too much yet but there is a 
show on the road, and I think from this point on we can point to some 
successes in this program. I do call your attention to that. 


human being to try to better himself if given an 
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I apologize for the statement’s verbosity. While the amount of 
money is not large, as we talk about money in Washington, it is a 
pretty big program, and there are 35 countries, and over a billion 
people in those 35 countries we are dealing with. 

You will notice in the statement I have just made for the record, 
and you will notice in this bluebook here, the breakdown by categories, 
breakdown by countries, and a breakdown by materials. 

Over all, the 1953 program which we presented to this committee 
iast year, amounted to $150,540,000. $8 million of that was for the 
U. N. multilateral technical-assistance program. $1 million was for 
the Organization of American States multilateral program, and $114 
million was for the bilateral technical-assistance program. 

This year, in the 1954 program, for these same items for bilateral 
programs the total is $130,984,500, of which $117 million is technical 
assistance, $12,750,000, is for U. N. multilateral programs, and $1 
million is for Organization of American States multilateral programs. 

If I might take up a side issue on that, I will say that the figures 
I have just quoted and which are before you, with the exception of the 
Burma program, were presented to the Bureau of the Budget under 
Mr. Truman’s administration. They were approved by the Bureau of 
the Budget, went on up through all of the hearings, and so forth. Then 
we came back and had the review under Mr. Eisenhower’s budget and 
the Bureau of the Budget again looked at these figures and came out 
with the same figures, so our figures on the straight technical-assistance 
program have not changed any from the original estimate that we 
gave. 

We indicated that we thought we could run a program in line with 
the philosophy and policy that was laid down last year with less in 
1954 than was appropriated for fiscal year 1953. There are various 
reasons for that. One is that we have expended some moneys in this 
present year for purposes that are nonrecurring in nature. Further- 
more, we have shifted some projects from the technical-assistance 
category to the special economic-aid category, in order that Congress 
may more easily determine the extent to which special economic as- 
sistance should accompany technical assistance, 

You will find also there is a second item which has to do with 
special economic aid. I am not going to talk to that point. This is 
money for India and Pakistan and for the Middle East, where our 
State Department and the executive branch feel present political 
situations demand a little bit more than we are doing in the technical 
assistance program. So, that is spelled out as special economic aid. 

The only thing I want to say here is that I believe that in some 
areas, the addition of this economic aid to the total country program 
will speed up the technical-assistance program and help it. 

There will be representatives of the political bureaus of the State 
Department here to present the political side of that picture and I 
will do whatever I can, speaking purely from the operating and the 
economic side, and the applicable field-work side, to support or answer 
any questions you have as to whether such amounts of money are par- 
ticularly needed in these particular areas. 

Last year the committee told us in no uncertain terms to follow about 
three Tines of attack in this technical-assistance program. You then 
set up some guidelines for us to follow. Those three general avenues 





MUTUAL SECURITY ACT EXTENSION S01 


of attack were technical assistance by technicians sent from the United 
States to these countries; the trainee program which brought people 
from these countries to the United States for special training; and, 
the encouragement of private investment in the development of these 
areas. 

I want to confess to a certain amount of failure in the third category. 
I do not think we have done as well and as much in encouraging private 
investment in these areas as we should have, and I can make a lot of 
explanations for it, and all of that sort of thing, but I just simply tell 
you what we have not gotten on the ball along that line and I am going 
to confess to you that I do not know quite where to get hold of that 
particular job. I am not too sure that we in our own Government 
really know where we want te go along that line and how we want to 
do it. 

I feel there is need for a more definite legislative policy before we 
‘an do much more than what we are trying to do, which is to create 
an atmosphere and a basis for some development through private 
vapital. 

Now, the committee indicated that we should make more use of 
private organizations and private business groups to do a lot of this 
technical assistance work. 

Chairman Curerrrietp. Mr. Andrews, do you mind being inter- 
rupted ? 

Mr. Anprews. At any time. 

Chairman CuteerrreLp. Mr. Javits wanted to ask you a question. 

Mr. Javrrs. We just wanted to ask you a question on this overseas 
private investment which has been a particular concern of the For- 

eign Economic Policy Subcommittee. 

‘T wondered whether you had turned up any real opportunities for 
private investment and if so, what you have done with them. 

Mr. Anprews. Well, I would say we have seen real opportunities 
for private capital investment. But, you have this sort of thing. In 
the first place a great many of these countries have various restrictive 
laws and there is considerable apprehension on the part of business 
groups in our own country about going into those countries unless 
there are more guaranties and more assurances that their property 
will not be confiscated or nationalized. This nationalization thing 
has many scared. ‘There are all kinds of opportunities for really 
going in and developing these areas 

The other thing is—and I am not saying this with any disrespect at 
all to anybody—there is a tendency on the part of American firms to 
want to go into a country and take a concession and to some extent 
build a wall around that concession, develop it, and do it in their own 
way. That just will not go in the present-day world. I think it will 
have to come to what you call partnership capital. I think some way, 
somehow if we go into these countries we have to take the people in 
with us and go along together. 

There are several places where that is working pretty well, but «ac- 
tually, sir, I do not want to say the attitude is hostile, but the attitude 
is suspicious. They say, “Well, wait a minute, now. You technical- 
assistance fellows come in here and you are going to help us do all 
these things. Then you come along and say you want to get this big 
firm out here to exploit us.” 
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They say, “At one time or another we had this thing before and 
the navies and so forth followed,” and the Communists play that line 
up. 

(Discussion off the record.) 

Mr. Anprews. There is a tendency—and again it is not for me to say 
what is right and what is wrong—there is a tendency for us to want to 
have absolute freedom to go into a country, to buy and to sell, to do as 
we more or less please. If it is a coca-cola plant that looks like a good 
deal, we want to do it. Whether it is wrong or right, a lot of these 
countries want to be selective, and they are insisting on what you call 
a selective approach to investment. 

As the Congress knows, India has listed 22 areas of industrial activ- 
ity in which they are welcoming private capital. One of them is steel, 
one of them is oil, others are chemicals and things of that kind. Paki- 
stan has done the same thing, but they will not open it wide for us. It 
is a painful and slow process and many people who have a little money 
to invest say, “Why in the Sam Hill go through all of this r igamarole 
in order to get the privilege of putting a little money over there? 
I'll buy a filling station,” or something like that. 

That is a problem, but I do not think that somewhere along the line 
there is bound to be a certain amount of rather important participation 
by either American firms, British firms, German firms, Japanese firms, 
or others in this development. 

Now, in most of the European countries, particularly Germany 
and to a limited extent France and England, and also in South Asia 
and Japan, private capital is going in with this sort of a deal. They 
say, “All right, you need a pharmaceutical plant. You haven’t got 
the money to buy it. Now, we haven’t got the money to put in it com- 
pletely, but we will put in the capital goods, the capital machinery 
needed and we'll put the people in here to show youhowtorunit. You 
supply the land, the material, the labor, and the local costs and we'll 
go 50-50 on it.” 

There is quite a bit of that going on, and I think it is helpful. Our 
American firms, as a rule, do not like to deal that way. They like to 
run the show and far be it from me to say that they should not. 

Have I talked too much, sir? 

Mr. Javirs. I appreciate it very much. Thank you. 

Mr. Smrrn. Mr. Andrews, further in response to Mr. Javits’ ques- 
tion, this ties itself up pretty closely to whether or not you are having 
political stability. 

Mr. Anprews. Yes. 

Mr. Smiru. Do you not think if these countries were able to estab- 
lish a fair degree of stability that American private enterprise would 
find its way there ? 

Mr. Anprews. Definitely, definitely. Take Latin-America, we have 
tremendous investment down there. The investments are tremendous. 
I don’t think the Latin-American boys are here, but I think we have 
something like $7 billion in private capital in Latin America, and more 
of it is going in there all the time. Of course we must recognize the 
fact that some countries are not interested in outside capital on our 
terms at the present time. 

In the construction industries, and to some extent, in the extractive 
industries that are now coming in—of course, as we know, oil is de- 
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veloping all over the Middle East and Far East—there are American 
and British and all sorts of firms in there. However, a lot of these 
countries need processing types of industries—nothing of any gigantic 
nature but local arrangements, a relatively small amount of stuff. 

Of course, there it is a question of a plant. It is a question of how 
you handle the whole thing and how it is tied into the local picture. 

Now, the very, very large industries, like oil and major mining, of 
course, money goes in there whenever there is profit to be made. 

I know in one particular case, in one particular country, American 
interests own some mines and British interests are mixed up in the 
mines and the country itself does not know very much about it, but 
these people say, “If you want that operation expanded, you just put 
the price up and we will get you the minerals.” We do not have that 
sort of thing. 

Mr. Javits. We are rather of the view in our subcommittee that 
there is no central agency in our Government to deal with this sub- 
ject. Do you have any ideas, (1) as to whether we are wrong about 
that—— 

Mr. Anprews (interposing). You are certainly right. There isn’t. 

Mr. Javits. Now, the second part: Do you think it might feasibly 
be located in your organization ¢ 

Mr. Anprews. Sir, I would say not. Assuming TCA eventually 
moves over to MSA, or assuming that MSA and TCA both are in the 
State Department, in either case I would say there ought to be some 
place where the State Department overall policy and MSA-TCA 
operations can be tied in together. 

One of the things that contributes to the little we have accom- 
plished in this field is that we had a show to get on the road last year, 
a tough one. Every time I would start to talk about the private in- 
vestment phase of the program, I would run into one part of the 
Government saying, “Wait, that is our job,” and another one would 
say, “We’re supposed to do that,” and I would say, “Why should I 
elbow into this bureaucracy row when I have other things to do?” 
I am talking pretty plain, but that is it. 

I do not say TCA should have this. It might be at Mr. Stassen’s 
level, if there is a consolidation, or even if there isn’t. Or a very 
aggressive bureau of the State Department or the Commerce Depart- 
ment might pull it all together. Or, you might have an interagency 
committee of some kind. I do not think it is TCA’s job. I do not 
think we can do it. 

Mr. Woop. As you know, the Department of Commerce has become 
active and has been doing very good work in this field. 

Mr. Javirs. We are still w aiting for their report. 

Mr. ANprews. I will say that TCA is financing and Commerce is 
doing for us some extensive studies on this subject of investment, 
what the opportunities are and so forth. We are doing that for Latin 
American countries as well as south Asian and middle eastern coun- 
tries. 

Mr. Javits. Thank you, Mr. Chairman. 

Mr. Anprews. Then I will pass on then only briefly to the overall 
technical assistance program. 

We have, as I said before, 1,745 projects, covered by signed agree- 
ments in which the country has agreed to make a contribution and in 
which we are making a contribution. These run from very small 
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things of a few thousand dollars up into millions of dollars. We have 
at the present time in the field about 1,600 or 1,700 people, against a 
target that we originally set of about 2,400 technicians. Then, when 
we saw that we were slowing up and being unable to get the people out 
as fast as we thought we could, we cut that back to about 2,127. That 
was our June 30 goal. We set that along in January, and now we will 
do well, I think, to have 1,950 technical and program direction people 
in these 35 countries by June 30. You will notice quite a short fall 
there from what we planned and talked to you about before this com- 
mittee last year. 

There is a need for explanation of that. There is a whole series of 
reasons. Qne is that we found to our bitter experience that. it is not 
advisable to send a technician into a country even though the country 
asks for him—and it must do that before he goes—until the country 
is sure, and our mission is sure, that there is a job for that man to start 
on right now; also that there are housing facilities present there so a 
man and his family can be taken care of, and to some extent that he 
knows exactly what he is going to do. 

If you send people out as we did in 2 or 3 countries last year—Leb- 
anon is one place—India is another—they were not quite 1 ready—take 
for instance a case like this: You have a man recruited for a certain 
state in India to do a particular job. You recruit the man, you get 
him on a plane and get him to New Delhi. Before he can get to the 
state from New Delhi he has to have clearance from the Indian Gov- 
ernment and the state government. That sometimes takes weeks and 
weeks and weeks. Sometimes they change their mind and decide they 
do not need the fellow. 

We have been a little bit hard boiled on being sure that the people 
know what we are going to do. 

The second thing is, and I am not saying this in any critical sense, 
that task of security clearance, the task of recruiting and going through 
the necessary formpalitiee that have to do with getting a person out of 
this country, that is pretty long. Last year we got our allocation of 
money 5 months after Congress made the appropriation, and it has 
taken an average of about 7 months after you get the money to get the 
man on the job. 

That just means that you simply cannot keep up with your schedule 
and with your plans. 

I am not making any apologies for our falldown. I think maybe it 
is pretty good th: at we did fall down a little bit. I think maybe we 
might have gotten some people out a little too fast and a little too early. 

On that point our general technical-assistance programs are going 
forward. I am not going to describe any individual program unless 
the committee wants me to. I will not take your time on that. 

I am passing on now, of course, to the trainee program which has to 
do with the other side of it. Mr. Westphal, in his report, I think justly 
gives us some pretty sharp criticism of the way that program was 
being handled, particularly in the keeping of the records and all that 
sort of thing. 

We have a complete report here which has been to the committee and 
it attempts to explain—I do not believe too much in trying to explain 
a mistake or a failure, but we will have it for the record. 

I will say on the trainee program you have this factor: First, I 
think we have made a mistake in trying to bring too many trainees 
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to this country. Some of them are not quite qualified to take on the 
training that we have in this country. 

Second, I think that we may have not handled them as well after 
they got here as they should have been handled. 

After looking at that problem we have decided two things: One, 
we are going to ) bri ing only the better trained and really top people to 
this country, under the 1954 program for training. Secondly, we are 
going to do a great deal more training in the field. We have made an 
arrangement with the American University at Beirut to train 260 
technicians there, in the Middle East, in medicine, education, and ag- 
riculture. 

In the secondary grade of technician we are taking people from this 
area taking them out to the country and giving them on-the-ground 
training. "Phat program is pretty well under w ay and is working. 

Right now we have nine specialists in extension methods from the 
Department of Agriculture and 3 or 4 of the leading agricultural 
colleges of this country in Iran and they are training over the next 12 
months 200 extension agents for Iran. They are going not only into 
Iran. The training is going on there in substance and in methods and 
they are taking these people right out to the fields where they are 
going to work and they are handling it that way. 

In India, of course, they have a very ambitious and extended train- 
ing program there for village level leaders. There are some 30 centers 
where in cooperation with the Ford Foundation and the Indian Gov- 
ernment, training is being conducted and they are turning out about 
1,800 of these v iage leaders every 6 months. That covers the general 
training program. 

Yow, some of the problems that have been showing up and pre- 
senting themselves: It is fairly easy on this idea of basic productivity 
to demonstrate without any question that you can double crop yields. 
I will have here tomorrow, if I am permitted to be here, I will have 
actual pictures of field scenes where it is fairly easy to demonstrate 
without a question a doubling of a yield of crop, right out with the 
cultivator. It is very easy to do a lot of things that are desirable and 
which will contribute to the raising of the standard of productivity of 
these countries. But getting the tools and the mechanics and getting 
the things in the hands of this little cultivator so he can use it is one of 
the problems that will give us considerable concern in the next year 
ahead. 

I will give you an illustration: We have shown in Pakistan this 
year and Pakistan is a bad illustration because they have had a very 
bad crop out there because of drought, that you can get a 3-fold in- 
crease on a dollar basis by the simple use of about 200 pounds of 
ammonium sulfate per acre. 

Then, you say, “Why doesn’t everybody use ammonium sulphate ? 
Why is it not bought?” 

Well, in the first place the little fellow—not the big commercial 
farmer, but the little fellow—if he buys that he must buy it on credit. 
The cost of it even though it may be $50 a ton on the world market, 
it lands to him at about $125 a ton. Then, he borrows money and his 
interest is anywhere from 30 percent to 300 percent. Again, when you 
add all those things up it is not worth his time nor worth his effort 
to buy the fertilizer and put out this extra effort. 
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Now, we are having to hit this basic problem of credit, the basic 
problems of market, basic problems of simple distribution, of getting 
these things out to people. 

A lot of times when you succeed in one particular thing, some other 
problem comes up. 

For instance in one part of the world we made quite a dramatic 
and spectacular demonstration of how combining health, cleaning out 
of malaria, with better irrigation methods, with better seed and better 
planting methods you could make a spectacular increase, in a 2,000- 
acre area in Pakistan. But there are no roads in that part of the 
country to get the stuff out. People in the past have been growing 
what they eat. The extra production had to be carried out on their 
heads. 

There were questions of roads. The people knew how to build roads 
on deserts but they knew nothing about this crawly, muddy land 
down there. So we have out there a crew of engineers recruited from 
the lower Louisiana country trying to lick the problem of the most 
primary type of transportation in that area in order to get this stuff 
out after you produce it. 

Lots of times you start in and show how to increase the capacity 
or the productivity of a textiie mill or something. You find out when 
you do that and put on more speed, put on heavier power requirements, 
you have to turn all the lights out in the town to run the mill and 
you have a lacking of power and all sorts of things bob up. 

I am not talking about those things as being anything more than 
just normal things you have to learn. 

I am sure the committee is interested in this big problem of obliga- 
tions and expenditures. 

In the blue book here, there is a complete report on—I think it is 
on page 10, on the accumulative obligations and expenditures but I 
am going to refer only to 1952 and 1953 in this particular report. 

Our obligations as of March 31 of 1953 funds were $90,315,163. 

Our actual expenditures against those obligations were $20,414,396. 
But in 1953, we spent out of 1952 funds which were obligated in 1952 
and which were part of these going programs, $45,025,185 

Thus we had in actual expenditures up to March 31 in the 1953 
year, about $65 million in actual expenditures. 

At the present going rate, and at the rate we are operating, we 
anticipate that our expenditures actual—that is part of the 1952 funds 
that were obligated over, and the 1953 funds—will run about $110 to 
$115 million, and we are asking for appropriations of $117 million. 
The idea is that our present going rate of expenditure is almost in 
line with what we are asking you for in the present year, 

The committee was concerned last year about the host country con- 
tributions and last year in the 1953 program the host countries con- 
tributed to these programs as part of their part of it, $245 million. 
We anticipate and the present project agreements indicate that in the 
1954 program, the host country contr ibution will be about $307 million. 
This is roughly about 3 to 1 contribution against our money. 

I believe I have touched on the personnel. There is only one point 
: want to make further which is with reference to the private con- 

‘acts feature which was discussed here last year. We are now con- 
adie with 169 private businesses, engineering firms, consulting 
firms, and institutions. Those contracts total $19.2 million. About 
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$12 million of those contracts have been let within the last year. For 
example, take the J. G. White Engineering Co., which, incidentally, 
we can take no credit for finding—they had a contract with Indonesia 
under the MSA program that is being continued, and they are doing 
a lot of this industrial advisory work and industrial technical work 
rather than using a bureaucrat to do it. 

We have contracts with Haas Engineering Co. We have contracts 
with Knapper Tibbits and Abbot. We have contracts with a number 
of research engineers and private firms, schools, and institutions, and 
councils, 

You might say, “What do these people do?” 

I can just give you one illustration as a small example of the little 
things you must do. 

Pakistan has 1,000 little foundries that can make a sand casting 
of gears or parts of farm machinery. For some reason or other—do 
not ask me why—the farm machinery they bought from this country or 
other parts of the world never have any repair parts. About half the 
machinery is down half the time for the simple fact that there are no 
repair parts. They are attempting to make those parts within their 
country but there is a question of standardization so that when you have 
a sprocket of a certain kind made up here it will fit a tractor or some 
outfit over on the other place. 

Through the Armour Research Foundation, we have gone in with 
the best technical people that they can supply and are showing Pakis- 
tan how to standardize this. This is a simple matter of making cast- 
ings. How to make a better casting. How with certain cooling and 
certain use of sand and certain water and certain degrees of tempera- 
ture in the furnace a casting comes out that is uniform in toughness, 
that is uniform in hardness as well as in size and that will fit, 

That is the kind of industrial work that is going on. 

Another phase is the vocational industrial training. 

Mr. Smiru. Mr. Andrews, before you go on, Mr. Chairman, might 
I ask a question ¢ 

Chairman CHIPERFIELD. Surely. 

Mr. Smirn. Do I understand, Mr. Andrews, that under this program 
you actually send tractors into these countries without at the same time 
supplying repair parts? 

Mr. Anprews. We do not send tractors into the countries, other than 
India and Iran, except for training or demonstration purposes, but 
a lot of them buy tractors. 

I do not want to talk out of school here but India borrowed from 
the International Bank $18 million. They bought tractors, they 
bought Olivers, they bought caterpillars, they bought Massey-Harris 
and they bought John Deer. : 

There were hundreds of them. Somehow or other, no parts were sent 
along with them. I was out there just a little over a year ago, and 40 
pores of those tractors were on the deadline because they did not 
lave parts. 

Mr. Smirn. And yet each of these companies could have told you 
in advance the kind of a repair parts ordinarily required. ! 

Mr. Anprews. That is right. But we had nothing to do with it. 

Mr. Sir. That is right. . 

Mr. Anprews. I will say what we are doing. India did come to 
this country last year and bought $15 million worth of parts and we 
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are now and do have people, technical people, who know how to main- 
tain equipment and know how to train people to maintain equipment, 
who are going out on those projects and are training the local Indians 
how to maintain and how to repair those machines. 

Mrs. Bouron. May I include something at that point? We have 
had a number of people say to us, “We have the top technicians. What 
we need are garage mechanics.” 

Mr. Anprews. That is true, but I do not believe we can move a 
garage mechanic from here over there. 

Mrs. Bouton. Not in any numbers, but we can train theirs. 

Mr. ANprews. You have to train the local people in that job and we 
do have training schools running all over the place. Also there are 
special training schools in quite a number of countries. I hope to have 
tomorrow a little exhibit here to show you the type of millwork and 
things they are doing —mostly young fellows, who are now taking on 
the tec hniques of repairing C hevrolet cars and all that sort of thing. 
Believe it or not, whether we like it or not, this “gadget civilization” 
is invading these areas and it is a fact that western imdustrial tech- 
niques are going in there and you cannot cope with that without tech- 
nical people trained to handle that sort of thing. 

Take Mexico down here. Mexico is a very sophisticated and rich 
country and it is spending millions of dollars on transportation and 
trucks and cars and tractors and everything else but they are losing 
about 40 percent of the value of it simply because they do not have 
»eople who know how to take care of and repair and run that general 
Ge ait We are helping them some on that. As I see it that is the 
kind of thing we have to do. 

I could go on for an hour here, sir. I think I shall just 

Chairman Currrrrretp. I just want to ask one question. Vor say 
you do not send trucks or tractors into these countries? 

Mr. Anprews. Only in exceptional cases. 

Chairman Curererrietp. We had a book 4 inches thick of programs 
in Ethiopia, so many hundred trucks for this, so many hundred spades, 
mules, donkeys, and everything else i in your programs. 

Mr. Anprews. In my program? 

Chairman CurrerFreLp. Yes, sir. 

Mr. Anvrews. It might be stuff that is being bought for the Inter- 
national Bank. We don’t have that kind of money out there, sir. 

Chairman CurrerrreLp. I will find the book. 

Mr. Anprews. I would like to have it. 

Chairman CurperFriew. I think we have gone pretty far, and we 
have started with a new witness. I would suggest that we adjourn 
until 10:30 tomorrow morning. 

Mr. Smiru. Mr. Andrews will be back. 

Mr. Anprews. I will be back if you wish. 

Mrs. Bouton. I would like to know something tomorrow about the 
numbers of Americans that are in the various countries of the Near 
East, on the various programs, the housing they have, their methods 
of contact with the people in those countries, I would also like to 
know something about the een in the country, for informa- 
tion. I know of one country where women’s organizations have been 
told to do one thing. They go and do it. They are brushed off to 
another. Then, they are brushed off again, and finally they are told 
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to go to their own governments and get the money and, of course, their 
own governments don’t have the money. They don’t have the pos- 
sibilities, and the little school that has done its job perfectly beauti- 
fully, a job that is needed desperately, is washed up, largely because 
there is a run-around all over the place. 

Mr. Anprews. Does that refer to the St. Joseph’s Nursing School 
out there ? 

Mrs. Bouton. No; this is a nursery school and a grammar school, 
too. 

Mr. Anprews. Thank you very much. I will try to have that for 
you, particularly the nurse part. 

Mrs. Bouron. The country is Lebanon. 

Mr. Anverws. I know about that case. It makes all of our faces 
red. 

Mrs. Bouton. I had a very, very troubling, to me, conversation with 
the Ambassador and his wife when they were here. 

Mr. Anprews. All I want to do is get the facts on it. 

Mr. Jupp. We can’t go through every one of these countries, but I 
wish you would take one country and go through and explain each 
project that you have in that country. Now, on the basis of 35 coun- 
tries and 1,750 projects, approximately, that is 50 projects per country. 

I heard a man from Egypt talking about certain things, and I can 
see why he would. 

I wish you would explain why we should be letting them run air- 
planes over there, mapping their water supplies and all that kind of 
stuff. 

It seems to me we get into trouble mainly because we take on more 
than we need to. 

Mr. Anvrews. I would be very glad to answer that mapping service 
question. 

Mr. Jupp. Here is one I will give you in advance. “Social effort: 
To improve the administration of social programs and training social 
welfare personnel.” 

I think it has improved enormously in the last year, and it is still 
making headway, but I think we are cluttering ourselves up with 
certain. things that are not absolutely necessary, “and I believe a cer- 
tain amount of pruning, here and there, getting down to fewer 
projects, more emphasis on better financing, a little better control, 
will make us accomplish more. 

Mr. Anprews. I agree with you. One of the hardest jobs was to 
keep this program from going in all directions at the same time. 

There is quite a story on that particular thing, but I will be glad to 
answer both of those tomorrow. 

Chairman Currerrrecp. The hearing will adjourn until 10: 30 to- 
morrow morning. 

(Whereupon, at 5:08 p. m., the committee adjourned, to reconvene 
at 10:30 a. m., Thursday, May 28, 1953.) 
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THURSDAY, MAY 28, 1953 


House or REPRESENTATIVES, 
Com™irree ON Foreign Arrairs, 
Washington, D.C. 

The committee met in executive session pursuant to call in room 
G-3, United States Capitol, at 10: 50 a. m., Hon, Robert E. Chiperfield 
(chairman) presiding. 

Chairman CurperrieLp. The committee will come to order. 

Whom do you have next, Mr. Wood ¢ 


STATEMENT OF HON. C. TYLER WOOD, DEPUTY TO THE DIRECTOR 
FOR MUTUAL SECURITY 


Mr. Woop. I had thought that we would plunge right into special 
economic assistance for the Near East. On this subject our witness 
would be Mr. Arthur Gardiner, of the State Department. 

Since Mrs. Bolton is here, and Mr. Harrison, I suggest we start 
in with Mr. Gardiner. 

Mr. Gardiner will discuss two items in this program. One is a re- 
quest for $140 million for special economic assistance for the Arab 
States, Israel, and Iran, and second is a $30 million contribution to the 
United Nations for Palestine refugees. 1 would like to point out, 
before Mr. Gardiner starts, that we are requesting only an authoriza- 
tion for this last $30 million item, not an appropriation. 

Chirman CurrerrieLp. Mr. Wood, before Mr. Gardiner proceeds, 
would Mr. Andrews wish to make any statement about those tractors? 

Mr. Woop. I had thought, Mr. Chairman, in view of the fact that 
certain members of this committee could not be here this afternoon, 
that it would be well to start with Mr. Gardner. Then later we could 
have Mr. Andrews put in his correction of the record. If we start with 
Mr. Andrews we might not finish with this other subject this morning. 

Could IL say one ‘other thing before 1 call on Mr. Gardiner, Mr. 
Chairman: As you will rec all, yesterday there was a request by the 
committee for an appearance by Admiral Radford. Admiral Rad- 
ford, I am informed is today appearing before a joint session of the 
Senate and House Armed Services Committees. It is impossible to 
say at the moment whether or not those committees will have finished 
with him by the end of the morning session. If they should do so, 
Admiral Radford would be pleased and eager to appear before this 
committee this afternoon. He is, unfortunately, leaving for the 
Yar East tonight, so if he should not be able to appear this ‘afternoon 


there is a problem of when and how he can be brought before this 
committee. I was therefore about to suggest that the Defense Depart- 
ment advise us as soon as it is known whether or not the Senate and 
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House Armed Services Committees wish him to return this afternoon. 
If not, he will appear before this committee, if the committee would 
like to hear him. 

Mr. Harrison. When will he be back from the Far East? 

Mr. Woop. He has no definite plans for returning from the Far 
East immediately. He takes over as Chairman of the Joint Chiefs 
sometime in August. We are hoping, and so is he, that he may be 
finished in the Armed Services Committee this morning. As soon as 
that is known, the Pentagon has promised to inform me. I thought 
I would inform the committee of that possibility. I assume you would 
like him to appear if this prior engagement is finished in time. 

If we may, we will have Mr. Gardiner proceed with his testimony on 
special economic assistance in the title II area which, as you know, 
covers the Near East and Africa. His testimony will cover our aid 
proposals for the Near East—$140 million for the Arab States, Iran, 
and Israel, and $30 million for Palestine refugees. 


STATEMENT OF ARTHUR Z. GARDINER, POLITICO-ECONOMIC AD- 
VISER, BUREAU OF NEAR EASTERN, SOUTH ASIAN, AND AFRICAN 
AFFAIRS, DEPARTMENT OF STATE 


Mr. Garprner. The request for the Near East and Africa of a total 
of $194 million is included on page 11 of the Basic Data Book. The 
sum of $24 million for technical assistance and development in the 
African de pendent overseas territories will be separately justified by 
representatives of the Mutual Security Agency. 

This statement is directed specifically to the request for $140 million 
for the Arab States, Israel, and Iran and for an authorization, not an 
appropriation, of $30 million which may be required for contribution 
to the United Nations under the terms of the Palestine Refugee Aid 
Act of 1950. 

In his testimony on this bill, the Secretary of State made the follow- 
ing statement regarding the program for the Near East: 

We believe that that area can best be treated as a whole and that it is not very 
realistic to think of building a defense within that area against possible Soviet 
aggression, let us say, as long as the area is torn by conflict and indeed a tech- 
nical state of war within itself. 

We hope that with the discretion which would be allowed us if this legislation 
is passed in the form proposed, to initiate a program for the entire area which 
would include among other things, the prospect of a peace between Israel and 
the Arab States, and that that would provide a foundation upon which a more 
dependable defense structure could be erected than under present conditions, 

We do ask for a negotiating power in that area, with the understanding that 
the purpose will be to bring about the result to whch I alluded. 

With this background, it may be well to review the criteria under- 
lying justification for the total sum requested and an indication as to 
the purposes to which we would expect the funds to be directed. In 
the first place, it is in the interests of the United States and of all Near 
Eastern countries to consider the needs of the region, not separating 
out individual states for special treatment. This is the approach which 
has been made by the Congress in making provision for assistance in 
other areas of the world. Opportunity to conciliate issues in the Near 
East will be enhanced if our record is clearly directed to needs of all 
concerned in the area. 

We have an interest, which has been expressed many times, in the 
support of Israel and in its maintenance as a stable community in the 
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Near East, and we have an equally clear interest to maintain our re- 
lations with the Arab countries on friendly terms, and to enable the 
Arab peoples to prosper and become strong elements in the free world. 

The requirements of Israel and the Arab States differ in their nature. 
Israel which is struggling to assimilate a very substantial population 
of recent immigrants numbering approximately 800,000, has not yet 
been able to stand on its own feet economically. Israel’s requirements 
in past years have been recognized both by the Congress and by the 
executive branch and it will be recalled that special legislation enabled 
Israel to receive approximately $65 million in grant funds under the 
Mutual Security Act of 1951, and a further $70 million-under the act 
of 1952. Justification for aid on this scale was based on analysis of 
Israel’s import requirements to enable its people to maintain an aus- 
terity standard of living and to make some progress on the develop- 
ment of its resources, agricultural and other. These provisions for 
Israel were made in the light of judgment of its import needs on the 
one hand and its probable sources of revenue, which included substan- 
tial support from the Jewish community abroad. 

In making provision in current legislation, similar calcluations have 
been made and an illustrative figure indicating Israel’s approximate 
needs will be justified to the committee in executive session. This cal- 
culation does not indicate substantial progress by Israel in meeting the 
gap in its foreign exchange payments. 

In the case of the Arab States and of Iran, we necessarily apply 
different standards of measurement. While the lot of many millions 
in these countries is a depressed one, and by and large the states in the 
area have not achieved maximum development of their resources, we 
cannot measure needs of these countries in terms of balances of for- 
eign exchange requirements. 

In Iran, it is hoped that funds available under the provision for 
special economic aid will serve to maintain the going program con- 
ducted by the Technical Cooperation Administration at substantially 
the same levels of operation which have been in practice during the 
current fiscal year. 

In all of the Arab States, there are great opportunities for develop- 
ment in fields of land reclamation, water utilization, and transport to 
meet, the needs of depressed peoples. Naturally, the justification for 
financial assistance is difficult to make for those Arab countries which 
possess substantial petroleum resources. 

Saudi Arabia, Iraq, Kuwait are, as is well known, wealthy in this 
respect, although the living standards of millions of their people must 
be ameliorated if we are to ) provide the “foundation of a more depend- 
able defense structure” of which the Secretary has spoken. We are 
not advocating that special economic aid funds should be centered on 
such countries, although it is not in our interest to disqualify them 
as possible partners in programs of mutual security. 

From the point of view of oil production, we must list as “have nots” 
such countries as Syria, Lebanon, and Jordan, as well as Egypt. Our 
interest in the welfare of these countries is manifest, but none of them 
can hope to make the progress that is necessary for the security and 
stability of the area without assistance from abroad. 

It would, therefore, be our design to be able to fund, in whole or 
in part, through cooperative arrangements made with these countries, 
large-scale development projects designed to meet the purposes which 
the Secretary of State has in mind. 
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In Egypt, there will be opportunities in the development of the 
River Nile, the resources of which are now under close study. It may 
well be that we can to advantage assist the Egyptians as well in road 
construction. The experience of the Bureau of Publie Roads in 
Turkey has been so satisfactory and the effect on the Turkish economy 
of improved inland transport has been so great that this is a field which 
it is in our interest to explore fully. 

In Syria, our plans might well center on assistance to Syria in the 
development of water resources of the Euphrates and Orontes Rivers 
and also include inland transport. 

In Jordan, there are possibilities for further irrigation through the 
intensive use of the waters of the Jordan River and its tributaries. 
While we hope that in Jordan it will be possible to use funds provided 
for the Arab refugee program, in large measure, the fact that the citi- 
vens of Jordan other than the Palestine re fugees, and Jordan’s neigh- 
boring countries, have legitimate interests in such development sug- 
gests that such programs should be financed not solely by refugee 
funds. 

In the case of Lebanon, it may well be in our national interest, to 
meet the criteria laid down by the Secretary of State, to assist in the 
development of the water resources of Lebanon and in its regional 
highway programs. 

"There may well be justification to extend the use of such economic 
aid funds to the development of local civil aviation as well. 

As the committee knows, the Arab refugee problem is one of the 
most thorny with which we are confronted. 

The requested authorization for $30 million for a contribution to the 
UNRWA (United Nations Relief and Works Agency for Palestine 
Refugees in the Near East) is recommended to you as a measure of our 
continued interest and concern for the Arabs displaced from their 
former homes in Israel. It is essential that the intent of the United 
States to continue its participation in the settlement of the refugee 
problem be on record if we are to progress toward the attainment of 
our objectives in the region. 

The current efforts of the United Nations are made within the 
framework of a 3-year program which began July 1, 1951, and runs 
until June 30, 1954. This 3-year program calls for a fund of $250 
million from the participating countries, $50 million for relief and 
$200 million for rehabilitation. 

In prior years we indicated to this committee the intention to limit 
United States contributions to no more than 70 percent of the total 
fund. 

The UNRWA has made considerable progress, in the face of difficult 
political and economic problems in the Near East, in planning and 
negotiating with near eastern governments for rehabilitation-develop- 
ment projects designed to ts ake the refugees off the relief rolls. These 
projects include: General projects in Jordan, development of irrigation 
and reclamation in the Jordan Valley, and other projects in Syria, 
Libya, and Egypt. 

Against these projects, the U.N. Agency has reserved approximately 
$120 million of the $200 million rehabilitation fund. Projects thus 
far programed will, under present estimates, remove from the relief 
rolls approximately half of the refugees; and this fact will, of course, 
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require the agency to continue to pursue a vigorous search for addi- 
tional projects. 

With respect to expenditures by the U. N. Agency for relief pur- 
poses, the strain on the budget for the three-year program has been 
severe. The $50 million budget for relief for the 3 years will have 
been used up by June 30, 1953, the end of the second year. Relief 
requirements for the year from July 1, 1953, until June 30, 1954, must 
be met in cash. 

In terms of commitments, including an allowance for fiscal year 

1954 relief, the Agency will be facing obligations of approximately 
$144 million as of July 1, 1953, and its assets, including unpaid pledges 
from the United States amounting to $44 million from 1953 funds, 
and from the United Kingdom of $9.8 million will approximate $88 
million. The necessity to be able to back up the Agency’s negotiating 
position, and to take advantage of further projects which the Agency 
must seek and to encourage other contributions are reasons for this 
request. 

Such legislation would enable the President to seek an interim ap- 
propriation at the next session of the Congress, if circumstances so 
required. Failure to express our interest will discourage progress 
and convey an impression of lack of further concern. 

While our 70-percent share of the total $250 million fund would 
require a further contribution of $65 million, it is considered that the 
authorization of $30 million will prove adequate for the present. 

The carry forward of $44 million unspent from 1953 appropriations 
is an essential requirement, and is provided for in the draft legis- 
lation you are considering. 

The United States share of the contribution to date, May 1, 1953, 
amounts to 61 percent of total receipts in cash, kind, and services. 

The UNRWA must plan for the future, as it cannot be allowed to 
lapse on June 30, 1954. We consider that it may be well to propose at 
the next session of the General Assembly an extension of its life 
for a further 2 years, until June 30, 1956; that it should maintain its 
program of $200 million for rehabilitation, and be authorized to seek 
further funds for relief expenditures. 

I would like to file a statement by the Acting Secretary of State 
on the Palestine refugee problem. It would be well to have it in the 
record at this point. This has been released, but I think it would be 
useful in the record at this point. 

(The statement by Acting Secretary of State Walter Bedell Smith 
is as follows:) 

As this is a public hearing, it is necessary to review certain matters already 
well known to this committee. 

I shall not document our interest in the near eastern region, which is fully 
understood in responsible circles within the executive and legislative branches 
of Government. 

It is my purpose to outline the nature of the refugee problem and the efforts 
of the United Nations Relief and Works Agency to rehabilitate the unhappy 
Palestinians who lost their homes and property in what is now Israel. 

Our conclusions are that this is a world problem which it is proper for the 
United Nations to deal with; that we should continue to support the United 
Nations Relief and Works Agency in its efforts. We think that the United 
Nations has done a good job under difficult conditions. We appreciate the full 
support that Congress has given in the past to this effort. We hope that we 
can look to Congress for continuing support. Past concern for this unfortunate 
group is justified on grounds of our national interest and on grounds of common 
humanity. 
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Difficult conditions have hindered progress, stemming from the background of 
hostilities in Palestine. Furthermore, large-scale projects require detailed plan- 
ning, and there are inevitable delays in putting major reclamation and irriga- 
tion plans {In hand. 

This in brief is the situation: 

As a result of hostilities, upward of 750,000 Arabs living in the British man- 
date of Palestine in 1948 left their homes and possessions. The vast majority of 
these people have received no compensation for their property, and many express 
the desire to be repatriated. 

While 100,000 or more of these people have been able to find means of self- 
support in Arab communities, the registry rolls of the United Nations now list 
about 865,000 needy refugees, to whom 810,000 “rations,” the equivalent of 1,600 
calories daily, are being distributed. 

This problem is not static, as our best evidence indicates that the refugee 
population is growing at the rate of 25,000 annually, as births exceed deaths. 

Present projects for the refugee population, which Mr. Gardiner can describe in 
greater detail later, and which will take some years to implement fully, hold 
out hopes for a living for only about 400,000 souls. 

The simple fact is that the agricultural, industrial, and financial resources of 
the Arab nations concerned cannot cope with this problem unaided. 

As you know, Israel occupied territory during the conflict considerably beyond 
the boundaries allotted to it by the United Nations partition plan of 1947. From 
the lands so occupied many thousands became refugees. 

The refugee problem is the principal unresolved issue between Israel and the 
Arabs; outstanding issues are generally listed as compensation to the refugees, 
repatriation of the refugees, adjustment of boundaries, and the status of Jerusa- 
lem and the Holy Places. None of these issues can be separted from the refguee 
problem. 

Against a background of frustration and hostility, the United Nations Relief 
and Works Agency has done two things: Maintained a program of relief—food, 
shelter, medical care—and developed in the Arab countries, programs of self- 
support for the refugees. 

The Department of State considers that this United Nations Agency is the 
correct instrument for these purposes. Through the establishment of such an 
organization by the General Assembly, widespread support of the program has 
been secured from many nations. 

At the same time the direct relationship between the Agency and the principal 
contributing governments, through the Agency’s Advisory Commission, has 
enabled us to keep in close contact with its operations, and to have a direct voice 
in its policies. 

As for the general policies of the Agency, its standards for relief must be 
conditioned by the fact that poverty prevails among nonrefugees. There must 
be left incentives for those who choose to work rather than to receive a dole. 
This makes for hardship in a population which had achieved, during the past 
30 years, higher material standards than those of its former neighbors and its 
present hosts. We cannot in any case right the wrongs of the Arab refugee by 
relief payments ; but if the United Nations can help maintain adequate levels of 
health and nutrition we shall have some cause for satisfaction. 

On the side of rehabilitation, we have witnessed slow but steady progress in 
attitudes among the Arab Governments enabling the development of specific 
plans to permit substantial numbers of the refugees to improve their lot. 

The United Nations Relief and Works Agency for Palestine Refugees has 
conducted its operations in a framework of humanitarian and economic con- 
siderations, and has attempted to avoid any direct connection with outstanding 
political issues. Within these limits, and without prejudice to final solutions 
of political issues, it has negotiated agreements to benefit the refugees by sub- 
stituting employment for relief. 

The General Assembly of the United Nations, with Arab support. voted in 1952 
a 3-year program estimated to cost $250 million, divided as to $50 million for 
relief and $20 million for projects. Funds to start this program have been avail- 
able since late in 1951. 

The Agency has earmarked funds for the irrigation of the Jordan Valley. A 
project is now under close study by the United States engineers attached to the 
Government of Jordan. Intensive irrigation of the valley might provide for 
200,000 people not now living there. This is a bold and imaginative proposal. 

In Jordan, whose resources of water and arable land are limited, it is the main 
hope. Technical problems both of water utilization and of land settlement lie 
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ahead. More than ony other nation, Jordan has heen the sufferer of the Pales- 
tine hostilities. Jordan nevertheless represents a stabilizing influence in the 
Near East and needs and welcomes outside aid. 

The Egyptian Government has made a proposal for aiding refugees now con- 
centrated in Gaza, through developments in the Sinai Peninsula. Preliminary 
engineering advice is favorable to such a proposal, involving use of water from 
the Nile. 

In Syria, work is underway on land reclamation, carried out by refugees on 
lands made available by the Government. Proposals for rehabilitation of the 
urban refugees are under study. 

The record of the UNRWA has until recently consisted chiefly of prospects. 
It is now possible to report that projects are the subject of continuing collabora- 
tion and concrete planning between UNRWA and governments. This marks a 
great step forward. 

You may recall that 8 years ago when the problem was first studied by Mr. 
Gordon Clapp on behalf of the Palestine Conciliation Commission, it was impos- 
sible for him to find responsible Arabs willing to discuss more than a program 
of work relief. We now are in the phase of economic development from which 
refugees and host countries can secure permanent benefits. 

It is unreasonable to expect Arab countries to accept refugees as workers 
unless means are found to improve conditions of their own citizens at the same 
time. The refugees cannot be the sole beneficiaries of new opportunities, nor 
can they hope to elbow settled people aside. Here lies the case for general 
economic development of the host countries, which deserves to be considered on 
its own merits as well as in the context of providing opportunities for the refugees. 

From the conclusion of hostilities in Palestine, until today, little tangible 
progress has been made in such development in Syria, Jordan, Lebanon, and 
Egypt. The interest and plans of these countries hold out hope for the future, 
but they will need help from the banks and from our own Government as well 
as from the UNRWA, if their planus are to mature. 

It is clearly not in our national interest to accept responsibility for the welfare 
of the refugees, for either a long or a short period of time. It seems equally 
clear that to abandon this program of relief and rehabilitation now would have 
serious repercussions on our national interests. 

Such action would involve profound unsettlement in the Near East, preju- 
dicial to the well-being of all our friends there. It is equally clear that the 
goals of the present program cannot be achieved by its present terminal date 
of June 30, 1954. It is our view that the date for termination of the program 
should be extended for a further 2 years, until June 30, 1956: that we should 
endeavor to maintain the target of $200 million for work projects, and as cir- 
cumstances dictate continue relief expenditures for at least a further 2 years. 
This will necessitate an increase of the relief fund originally projected at $50 
million. 

The success of other programs included in current MSA legislation for the 
area will have a great effect on the progress of this Agency, as would a settlement 
of other issues in the Near East. 


Mr. Garprner. Mr. Chairman, I believe it is our duty at this point 
to put forward the case for this particular area of the world. I realize 
that you have many burdens and problems. I would point out, sir, that 
this request for funds has been most carefully screened by the admin- 
istration; that it represents the considered judgment of the executive 
branch of what is needed to help put out fires in this very critical part 
of the world; that it bears a very small relationship to the total sum 
requested in this bill before you. 

I think that there is a sense of proportion to be observed here though 
I fully realize, sir, that $170 million is a very great deal of money and 
that you will consider it most carefully. 

I think that it should be considered in the context of the importance 
of the Middle East to the United States. 

(Discussion off the record.) 

Mr. Garpiner. Now, we were instructed by the Secretary and by 
Mr. Stassen regarding this program—they have taken a very great 
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interest in it, and I would like to make it perfectly clear that the 
messages which we have had from the Secretary and Mr. Stassen 
from the Near East on their recent trip, give us no reason at all to 
retreat or retract in any way from the presentation which we have 
made in this statement 

The Secretary when he testified spoke in part as follows: 

We believe that the area can best be treated as a whole and that it is not 


realistic to think of the building of defense within the area against possible 
Soviet aggression as long as the area is torn by conflict. 


And he also said that— 


We hope that with the discretion which would be allowed us if this legislation 
is passed in the form proposed, to initiate a program for the entire area which 
would include among other things the prospect of peace between Israel and the 
Arab states and that that would provide a foundation upon which a more depend- 
able defense structure could be erected than under present conditions. 

Now this program is obviously closely allied to the program of mili- 
tary aid about which Mr. Jernegan spoke. He has furnished part of 
the political background. Therefore, I will not repeat that. 

I would point out that what is new from the legislative point of 
view is the proposal that we should consider the Near East as a whole 
and not single out in the legislation by name an individual state for 
special treatment. 

You will ecall that previous sections of the law had labeled aid 
to be rendered to Israel on such terms and conditions as the President 
directed, whereas aid to the neighbors of Israel either had to be related 
to the resettlement of the Arab refugees or to the regulatidns of the 
technical cooperation program, which were, as has been pointed out, 
in many senses restrictive regulation. We think it is in the interests 
of the United States to be able to treat these neighboring countries 
on a like basis and that the friends, the special fr iends of Israel have 
a real interest also in seeing that this bill is supported or in supporting 
this bill because I do not think it is in Israel’s interest to be singled 
out for special treatment. In the long run Israel is going to have 
to survive as a part of the Near East. Special treatment ‘of Israel, 
special reference to Israel in legislation creates special resistances. 
It is a political minus and not a political plus. 

Mr. Javirs. I think there is a very sharp difference in two things 
that you said: Special treatment and special reference. I am inclined 
to agree with the latter and not with the former, for this reason: The 
basis upon which the committee acted, as I recall it, was an equal refu- 
gee situation. The Israel problem, its continuing problem is one of 
refugees just as the Arab refugee problem persists, and I think when 
we did what we did with respect to the Israel provision we were looking 
at it in that light. I believe Dr. Judd sponsored that amendment in 
terms of refugee assistance, equally refugee assistance to resettle the 
Palestine-Arab and Israeli refugees. 

However, as against the spec ial mention of a country and the prob- 
lem, this is a fact. It was specially mentioned. Therefore, I have al- 
ways felt that I would like to see the area treated as a unit. I have 
said publicly on many occasions that Israel has to live in the Near East 
and as the Near East prospers and gets somewhere, Israel will get 
somewhere. 

I am rather hopeful and I think many Americans feel the same way, 
that we can very greatly help the Near East toward economic and 
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social development. I would like to ask if it is the aim of the common 
fund to integrate the area insofar as possible economically, I think 
that issound. It may be interesting for you to know if I may be per- 
mitted to refer to it, Mr. Chairman, when I was last in Israel which 
is now 2 years ago, I was invited to make a speech over the Israeli 
radio, the national radio, which caused quite a good deal of comment 
in which I urged that all possible Israeli projects have an open end 
valve at the end so they could eventually be connected with Arab proj- 
ects. It may have been called to the State Department’s attention. 1 
said just about what you are saying now. I like the idea of economic 
integration and I have always preached the idea that economics may 
be a bridge to Arab-Israel peace quicker than diplomatic negotiation. 

I do trust, however, that the fund will not be used as a means of pres- 
sure in political terms but rather will be used to help the area as an 
economic unit with the feeling that the political benefits will then 
come, even though they may seem to be indirect. In other words, I do 
not like to see a fellow going down there with a satchel full of money 
and saying, “Look. If you sign here, you get some money; if you 
don’t, you may starve.” Do you see what I mean ¢ 

Mr. Garprner. I understand. I would continue my statement with 
the observation that while I stand by every word that I said when I 
spoke before, that I think when you come to allot funds you will have to 

>a different basic criteria in Israel than you would in the Arab States. 
You cannot use funds as a weapon of political pressure. You cannot 
use starvation as a political weapon. 

On the other hand, it might well be that there would be certain proj- 
ects which were feasible if considered on an area basis from which you 
otherwise would choose to withdraw and there might be conflicting 
projects in a closely packed neighborhood which you would wish not to 
see financed if actions on both sides of the border were clearly un- 
economic. If we were paying a bill on both sides, it could be a 
smaller bill if people got together and worked out their resources on 
a unitary basis. 

I would like now, if I may, sir, to address my remarks to the dis- 
tinction between the requirements of the Arab States and Israel. I 
agree with Mr. Javits that there are very different types of need. 

We have filed with the committee classified documents which we 
would like to remain classified as long as possible, indicating the basis 
for the request for $140 million. 

(Discussion off the record.) 

Mr. Garpiner. Now, that proposal is on file with the staff, and I 
believe it has been submitted to the members. In approaching that 
calculation, we have done what we have done in prior } years, we have 
endeavored to make as good a calculation as possible of the prospec- 
tive expenditures and revenues of Israel on foreign exchange account 
for the ensuing fiscal year. 

(Discussion off the record.) 

Mr. Garpinerk. What may be discouraging to you in this forecast 
is the fact that comparatively little progress appears to be in sight, 
insofar as the export trade of Israel is concerned, and there I think 
we ought to be very frank and clear with each other. 

You will.note there is an estimate of $60 million for exports of 
commodities from Israel during fiscal year 1954, which compares 
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with $45 million for fiscal 1953. That by no means tell the whole 
story. ; 

In order to achieve an export surplus of $60 million—I beg your 
pardon—commodity exports of $60 million—it is necessary for Israel] 
to import approximately $36 million worth of materials to fabricate. 
That by no means tells the whole stor vy. 

Mr. Javrrs. Could we get some document on that? 

Mr. Garprner. I am sorry; I thought you had them. 

Mr. Westra. F-2 isa digest and does not include the figures from 
which he is speaking. 

Mr. Javits. As long as we know we have not got it, we will listen 
closely. 

Mr. Garprner. The facts are, to enable Israel to achieve an ex- 
port total of $60 million, you have not only to import $36 million 
in materials to fabricate, but you also have in the account, which 
does not appear directly, other expenses of the export industry, such 
as fuel and capital expenditures, which reduce the actual benefit of 
those exports, even more. Now, I have been asked for, by committees, 
a prophecy as to when Israel may become a viable state. We have had 
very careful studies made by economists who have looked closely into 
the Israeli problem with that point in mind. I think a fair answer 
still is, “I do not know.” 

On the other hand, we have some reason to feel that if what one 
means by a viable state is a state that can support itself with assist- 
ance from its sources of private income abroad, rather than United 
States grants, there is a prospect, if Israel continues to put her house 
in order, of viability within 5 or 6 years’ time—viability in terms of 
no more requirement for United States grant. That, I think, is the 
most hopeful forecast that I could put conscientiously on the ‘Tsraeli 
picture, the economic side of the Israeli picture. T hey would have 
considerable gains if there were no Arab boycott. They would save 
some money on fuel and benefit from more tourist trade and other 
elements in the local economy. It would result in a pickup of income 
if there was no longer’this border tension or border strife. 

I am afraid that you are going to have to be faced with considera- 
tion of Israel’s needs for several more years. 

I would think that until the economy of Israel has become more pre- 
dominantly agricultural—and the Israelis are well aware of this prob- 
lem—until they have people tilling the fields as intensively as the 
Arabs used to till those fields, they are going to be very badly off 
economically. 

They will tell you of great possibilities of development in the min- 
eral field. They hope to strike supplies of oil. They may find such 
development, they may find oil, but until that day comes, I think that 
the path for Israel is increasing agricultural production as they bring 
into utility once more a good many hundreds of thousands of acres 
formerly cultivated by the Arabs, many of which are now still unused. 

Mr. Smrru. Why do we not get at first problems first, Mr. Gardiner, 
in this area? The first and basic problem that confronts the world is 
the refugee problem. Yet we talk all around it. We just do not want 
to come to grips with it. 

Mr. Garprner. IT would come directly to it, but we have a complex 
problem, sir, and I think unless we take one item at a time, I just 
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cannot handle it properly. I would like to come to the refugee prob- 
lem, sir. 

Mr. Smirs. You said a moment ago that one of Israel’s problems 
was this matter of tension between the Arabs and that it is generated as 
a result of the refugee problem. 

Mr, Garprner. I “quite agree, sir, it is hopelessly intertwined with 
the refugee problem. 

Mr. Smiru. I will be glad to hear what you have to say on it a little 
later. 

Mr. Vorys. Could I interrupt, Mr. Chairman? 

Chairman Currrerrreip. Mr. Vorys. 

Mr. Vorys. We had quite a blowup here sometime ago when we just 
had nothing to work on. A lot of us get things through our eyes bet- 
ter than our ears. Whether it was as a result of that, or not, we were 
furnished with figures and charts that we could all look at and know 
what it was about. 

Now, I have 1 of the 4 copies of this thing which was sent up here 
and it is cast in a form different from anything we have had. I do 
not know how the committee feels but I wonder if it would be asking 
too much to get an analysis of Israel’s economy and expenditures 
that we could all look at, something that would be comparable to 
the information we have ‘gotten for all the other countries on the 
planet who are getting any such amount. 

Would that be possible? 

Mr. GarpINner. | am sorry, Mr. Vorys. I was under the wrong im- 


pression. We had prepared statements and I assumed that an ade- 
quate number had been provided but apparently they were not. 


Chairman Cuirerrtetp. Whose job is that 

Mr. Garpiner. Well, it is the job of the State Department, sir. 
We had arranged to have these things mimeographed and sent to you. 
some copies have been in the hands of the staff for 10 days at 
least. 

Chairman Currrerrtetp. The staff tells me five copies were received. 

Mr. Garpiner. Well, I am humiliated. I had hoped there would 
be enough for everyone. 

Mr. Woop. Are there extra copies downtown, Mr. Gardiner, which 
we could send for? 

Mr. Smirx. Could we make them here in the office and save time? 
How long would it take to run these off? 

Mrs. Cuurcu, Is there a sample one available ¢ 

Mr. Vorys. I think our staff is also justified in not reproducing 
copies of confidential documents. They take pride in preserving 
security regulations. 

Mr. Javits. Mr. Vorys, if they have four, can’t we distribute them 
around in strategic places on the table? 

Mr. Vorys. Well, I do not know; I cannot tell much from the one 
I have in front of me. 

Mr. Woop. We will immediately find out whether some can be 
shi, ped up from downtown. 

Mr. Vorys. I realize Israel stands in a special status of all the 
countries on the planet including our own but it seems to me it does 
not stand in such a special status that we cannot get the routine facts 
that we are accustomed to getting on these countries that we are 
asked to help. 
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Mr. Garprner. Well, I apologize, Mr. Vorys. We had intended 
to submit those facts and I thought we had adequate copies. 

Mr. Jupp. Mr. Chairman, while they are working on that could 
Taska question regarding this map ? 

Chairman CurrerFieLp. Off the record. 

(The then following remarks were not reported. ) 

Mr. Jupp. Am I right in understanding that the crosshatched areas 
are what the U. N. plan gave to Israel ? 

Mr. Garpiner. The U. N. gave this crosshatched area to Israel and 
the noncrosshatched part to the Arab States. 

Mr. Jupp. The blue without the hatching is what the Israelites 
have seized that was not given to them? 

Mr. Garprner. That is land now occupied by Israel which was 
allotted to the Arab States under the U. N. partition plan. 

Mr. Jupp. And the Israelis have taken that. Now, for example, that 
land up at the top, did they take that from Lebanon? 

Mr. Redman The original area of the Palestine mandate followed 
this outer line. 

Mr. Jupp. If the U. N. plan had been followed completely that 
would have been a little island of Arabs, completely surrounded by 
Israel ¢ 

Mr. Garpiner. Yes. You will note there is a corridor there. This 
is known as Western Galilee, Mr. Judd. 

Mr. Jupp. This is all occupied now by Israeli ? 

Mr. Garprner. It is occupied and controlled by the Government of 
Israel. When you say it is all occupied by Israelis, I am not quite sure 
what you mean. 

Mr. Jupp. It is under the control of the Israeli Government. 

Mr. Garpiner. That is correct. 

Mr. Jupp. If the agreement of the U. N. had been carried out com- 
pletely, these blue areas would have been white like these two, is that 
correct ¢ 

Mr. Garpiner. Yes, those areas would have been white as would the 
robin’s egg blue. The El Ouja area is a neutral zone and Gaza is 
definitely under Egyptian control. Arab Palestine is annexed to Jor- 
dan and the Jordanian Parliament now consists of 20 deputies from 
Arab Palestine and 20 from the East Bank. 

Mr. Jupp. Was this by act of Jordan itself, a unilateral act? 

Mr. Garpiner. Yes, it was. It is recognized de facto, it is a fact. 

Mr. Jupp. The same as the Israelis annexed these de facto, Jordan 
annexed that? 

Mr. Garprner. Here [indicating Israel-Jordan frontier on the 
map| the boundary lines are armistice lines. This represents the de- 
militarized zones. 

Mr. Jupp. Are there any areas that were supposed under the plan 
to have gone to Israel, which the Arabs are controlling / 

Mr. Garprner. No, sir. 

Mr. Javirs. As I understand it, that Gaza strip, was it or was it not 
supposed to be part of Israel? 

Mr. Garpiner. The Jewish area granted to the Jews under the U.N. 
General Assembly participation plan in November 1947 is indicated 
by this crosshatching. The Gaza strip was not supposed to be part of 
the Jewish area under the United Nations plan. 
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Mr. Javits. As I understand it, there was some area that was sup- 
posed to be part of the new Palestine that was occupied by the Arab 
States, and some area which under the armistice agreements Israel 
occupied ; to wit, Western Galilee; and that there was a certain amount 
of compense ation between the two. 

Mr. Garpiner. There was eventually some adjustments of lines 
at the Rhodes conference but I stand behind my cartography here. 
These are obviously not precise lines. 

Mr. LeCompte. Is Israel contending for that area marked “Arab- 
Palestine” ? 

Mr. Garpiner. The problem for Jerusalem is whether or not Jerus- 
alem should be agreed to by the international community as the capital 
of Israel. 

Mr. LeCompte. It is an armed truce which exists there / 

Mr. Garprner. Yes; and the truce line runs through the center 
of Jerusalem. 

Mr. LeCompre. Through the old city of Jerusalem ¢ 

Mr. Garpiner. No; the old city is in Arab hands. The old walled 
city. 

Mr. LeCompte. Do the Israeli people contend for possession of that ¢ 

Mr. Garpiner. You have a truce, an armistice agreement based 
on these lines and those lines are the subject of a guaranty made by 
the United States, Great Britain and France, in the tr ipartite declara- 
tion of May 1950, in the terms of which those three countries under- 
took to take steps within and without the United Nations to prevent 
a change in these lines unless through negotiations by the two parties. 

Mr. LeCompre. Is that the Suez Canal on the left side of the map? 

Mr. Jupp. That is the cultivated land along the Nile. 

Mr. LeComprr. Where would the Suez be? 

Mr. Vorys. What is the seale on that map ? 

Mr. Garvtner. This pencil represents about 60 miles. It is about 
23 miles from the Hebron area to Gaza. 

Here [indicating the map] you can see the ocean very clearly from 
these frontier points. 

That is only about 15 miles over there. 

Mrs. Bouron. That is the fertile part of the whole area. 

Mr. Garpiner. These lands are under Israeli control. These lands 
are fertile. Here lindicating Arab territory on the map] they are 
planted to olive trees and fig trees and the Arabs are now, in despera- 
tion, cultivating those hillsides with grain. They are pushing the 
boulders aside and working with their bare hands and their hand 
tools to grow grain where grain was never grown before because they 
have to get it to eat. 

What you have packed in this Arab-Palestine zone which formerly 
consisted of a population of 340,000 or 400,000 people is now those 
same people plus 300,000 refugees. 

Mr. Jupp. Are negotiations going on anywhere between the two 
regarding these lines sand what to do about Jerusalem and so forth? 

Mr. Garprner. There are daily negotiations on the military side 
between Jordanians and Israelis who participate in the mixed armis- 
tice commissions. 

Mr. Jupp. Where are they meeting, out there? 

Mr. Garpiner. They are meeting there. There are several MAC's, 
so-called. There is a Syrian one, an Egyptian, and a Jordanian. 
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Daily events are handled by those commissions with a U. N. truce 
supervising officer as a court of appeal on the spot. 

Mr. Jupp. Is there much interchange of population or goods across 
the borders ¢ 

Mr. Garvrner. There is no legal interchange of goods, Mr. Judd. 
There is certainly a certain amount of movement of goods. There 
is no legal interchange of peoples. As a matter of fact, you read in 
the press every day of infiltration. 

Mr. Jupp. Into Israel or out of Israel ? 

Mr. Garprner. Largely into Israel. 

Mr. Jupp. Do you mean the people are trying to go back and re- 
establish themselves ? 

Mr. Garprner. There are fantastic things which happen. I would 
like to give you a picture of that. I was there not long ago. I think 
it is very interesting. These [indicating Arab area] are people just 
like you are, and these [indicating Israel area| are people here just 
like you are. 

There are several classes of infiltrators and, interestingly enough, 
there are some Arab families who have children in Israel and their 
children infiltrate to school and they infiltrate back during the holi- 
days. ‘That happens. 

Mr. Jupp. They go to school in Arab Palestine but go home to see 
their folks on certain occasions ? 

Mr. Garpiner. That is one form of infiltration. 

Another form of infiltration which really is heartbreaking is the 
infiltration of people on these border towns. They built the towns 
upon the hills and they cultivated the valley. That was the way of 
life there and in Greece and elsewhere in the Near East. 

Now, what did these political fellows do? They drew lines that 
separated the town from the farm. You sit in town and the fields 
you used to cultivate are separated by the boundary line and you look 
down on them every day for 5 years. You see the orange trees which 
you planted. And you are hungry. I will tell you why you are 
hungry. You have a town of 10, 000 people that now has 9,000 refu- 
gees added to it. That town used to have 12,000 acres or 50,000 
dunums. It now has 7,000 dunums. The U. N. comes along with 
rations for refugees and half rations for some of the nonrefugees. 
There is not enough. You cannot support 18,000 people with even a 
generous allowance of U. N. rations on 7,000 dunums. 

You are hungry and you see your orange trees and you slip across 
at night and start to pick some of those oranges that you think belong 
to you. 

All the king’s horses and all the king’s men cannot prevent that. 

The Arab Legion of Jordan is a very stabilizing force in this area. 
Without that force I do not know what you would have. They cannot 
control and police and contain their people on this long border, 
and the Israel Army cannot keep them off either. I think it could 
be argued that it was the duty of the state not to keep its citizens in, 
but to keep noncitizens out. 

That is the most bitter and cruel thing. 

Mrs. Cuurcu. Are there any border incidents because of that? 

Mr. Garprner. Yes. 

Mrs. Cuurcu. Is there any considerable loss of life? 
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Mr. Garpiner. Yes, there is considerable loss of life in terms of 
2 or 3 or 5 people being shot each week. The people in Israel are 
human, too, and they do not want people coming in to pick their 
oranges and they are inclined to retaliate from time to time. Instead 
of dealing with the particular incident they will take measures by way 
of retribution, which are not particularly attractive or tasteful. 

Now, I would like to tell you of another and very interesting situa- 
tion. As you know, there is a gate from which you pass in Jerusalem 
from Arab Palestine known as the Mandelbaum Gate. There is a 
little town here [indicating map] called Battir and the town of Battir 
is on the Jordanian side and has control physically of the railroad that 
runs from Jerusalem to Tel Aviv, although that railroad is on the 
Israel side of the border. There is a deal here between the peoples. 
They open the gate between Israel and Jordan and they call that gate 
after the name of the leader of the village, his name is Hassan. It is 
called the Hassanbaum Gate, and the Arabs, for good value considera- 
tion of the fact that they will not blow up this railroad, are allowed 
to go into Israel and cultivate their fields and take the produce away, 
despite the fact that those fields happen to be located on the other side 
of the Rhodes line. 

When you oversimplify this and talk about wicked Arabs or wicked 
Jews, you are doing the wrong thing because I assure you they are all 
people. They are not as highly organized as we are and they do not 
follow as many disciplines and they are hungrier than we are. But 
what your answers are, short of more conciliatory attitudes on both 
sides—and I have always said that I thought the conciliation should 
start from the victorious side, and I will repeat it in any circle that 
Iamin. Without a growth of greater setiitiation, I do not see what 
we can hope for in this part of the world except further turmoil. 

Mr. Smirn. Would that be true if you eliminated the refugee 
problem ? 

Mr. GarpineR. Well, how do you do that, Mr. Smith? You have 
3000,000 of them here [indicating Arab Palestine]. Are you going to 
eliminate it by letting them enter some of [indicating Israel] these 
territories—are you going to eliminate a fraction of it by irrigating 
the Jordan Valley, where you would at once get into a problem of 
water—who has the right to the waters of the Jordan? 

Are you going to do it as other people say, with whom I do not agree: 
Send them to Lraq ? 

You have a population the same as the District of Columbia, who 
are refugees. Eight hundred and fifty thousand people. They may 
have been badly led. ‘They have been the sport of international events 
over which they had no control whatsoever and no say. They want 
to go back home. They want to settle as near home as they can. 

Mr. Jupp. They do not want to go over into Jordan or Iraq or Syria ? 

Mr. Garvrner. Jordan is all right. Jordan is Palestine. They do 
not want to go to Iraq. The Iraqi people have some problems of 
their own; they are not particularly anxious to take them. They have 
flood refugees and they have big projects to settle those people— 
refugees from the floods—and to settle their nomadic tribes. 

When they made available the other day in Iraq the first 400 home- 
steads they immediately had 16,000 applications for those 400 home- 
steads. If you were in the Iraqi Government, I think you would say 
that your first duty was to the Iraqis. 





$26 MUTUAL. SECURITY ACT EXTENSION 


Now, on the other hand, the Arab countries say that they are not 
going to refuse to shelter a brother Arab who is in difficulties if he 
wants to come live with them. You cannot make an agreement with 
[raq to take hundreds of thousands of refugees, but you can work 
individuals or groups into the picture, and ‘if you do not talk too 
much about it, and say, “That’s what the Arabs ought to do,” you 
will be more successful than you will be otherwise. They would help 
accommodate themselves to this problem and they have very hopeful 
plans and schemes, Mr. Smith. We could look for 150,000 in the 
valley of the Jordan. We can look to the Egyptians to settle people 
in Sinai with waters which can be drawn from the Nile. This is a 
practical scheme. We can look to Syria. And the talks that the 
Secretary and Mr. Byroade had with the Syrian Government leaders 
and the top leaders were very hopeful and fruitful. However, the 
Syrians have their own problems. You know perfectly well that you 
cannot take the stranger in and give him all he would like to have if 
you have troubles at home. You have to do something for your 
resident voters before you take a big influx from outside, ‘and that is 
the case, we think, for more action and activity in these states, which 
are potential host countries for the refugees. 

That is why we would like to have funds, sir, that are not calculated 
on the basis of our Israeli calculation of income and outgo of foreign 
exchange account. We would like to help Syria, and we think that 
unless there is money to do it, we cannot help Syria develop some of 
its great resources. They have big swamps to drain and big rivers to 
harness. We would like to use some of these funds in this $140 million 
to help Syria do that, to benefit her own people at the same time that 
we use refugee funds to provide refugee settlement. Unless we can 
shore up the financial structures of these countries, particularly 
Syria and Jordan and Egypt, along those lines, we are not going 
to be successful in biting off that part of the refugee program which 
is capable of solution. Lots of the refugees would rather go to Syria 
than to go to Israel. 

When we add these projects together we get a financial total now, 
a guestimate of $120 million, and we see a possibility of as many as 
100,000 refugees settled, people who would prefer to stay in Syria, 
Jordan, or Egypt. People who would be glad to move from the Gaza 
strip where they are huddled together, 270,000 people in a 5-by-20- 
mile strip of sand beach. They might well choose to move down here 
[indicating Sinai]. When you can give them something to work on 
you will find those people go to work “and they work desperately hard. 
They are not lost people. 

Mr. Sairnu. They are lost right now. 

Mr. Javrrs. Would you yield a minute, please? I do not under- 
stand one thing: As I understand it, for 5 years now the United Na- 
tions Commission with very considerable funds—a great deal of it 
to come from the United States—has been negotiating with all the 
Arab States and they have been reporting that they have not been able 
to make much progress because of political reasons, because the Arab 
States do not want to take these refugees in, they want to leave them 
where they are. Especially that has been true of governmental state- 
ments by the Egyptians as far as those in the Gaza strip are con- 
cerned. 
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Yet, I feel we are being given an impression that this is all moving 
very well and there is no political problem with the Arab States at 
all, it is just a matter of getting some money. 

Mrs. Botron. I do not think he gave that impression at all. 

Mr. Javits. Well, I got that impression. 

Mr. Garprner. I am sorry, but I cannot answer you without boring 
you perhaps with a little history. 

Now, in 1950, which is not 5 years ago, it is only 3 years ago, when 
Gordon Clapp came back from out there he said he could not suggest 
anything except work relief —WPA—rather than public works. You 
might put these people to work but any talk of settlement was out. In 
1951 we began talking about a program which we do not call resettle- 
ment because the Arabs do not like that word, but rather a program 
to improve the living conditions of the refugees, which means the 
same thing, perhaps, but it is not the word “resettlement,” and that 
program was agreed upon by the Arabs in the General Assembly in 
January 1952, and that, sir, is only 17 months ago. 

Now, you have to put some substance into that General Assembly 
action and we have recent assurances from top levels in Egypt that 
they will go for this scheme. 

We have started settling people, if you like, in Syria. The Syrians 
have made public lands available. The Syrians are talking in terms 
of other projects which would enable us to find the solution for those 
refugees who are not farmers, and the calculations are in Syria that 
over one-half the refugees are nonfarming people. They have big 
urban centers where for the sake of a housing project you might say, 

“We have settled the urban refugee problem.” ® “Now, that is wor king. 
It is very hard to know what the Syrian Government is, any more than 
it is what the United States Government is. We are all little parts of 
it, we are all little ants on the wheel that is spinning, but we have 
certain people in Syria committed to the suecess of such a program. 
The Arabs are obviously worried that this relief cannot go on forever. 

Mr. Jupp. ‘Mr. Gardiner, in summary, is the biggest “problem get- 
ting places for them to go or getting them to go to places that are 
available ¢ 

Mr. Garpiner. I would say they are both big problems, but I would 
say the first is now more challenging rather than the second. I think 
you can find enough to go to the places if you can get the places to go 
to, but there we have to do our engineering. We have to have this 
thing worked out so it makes sense and if you are going to control 
waters of the Jordan River, you have to make a lot of plans. If you 
are going to do this Nile River job, you have to get it set up. 

Mr. Jupp. You say 350,000 are in the Arab Palestine Zone. Where 
are the other 450,000 4 

Mr. Garpiner. There are 70,000 on the east bank of the Jordan, 
there are 200,000 in Gaza, and 80,000 in Syria and 100,000 in Lebanon. 

Mrs. Bouton. I think this map is one of the most revealing things 
I have seen. I have taken with a grain of salt some of the things that 
have been said to me about the Arabs sitting in their houses and 
looking on their deserted farms, or their citrus orchards and watching 
them go to pieces, but I think that makes it a very graphic thing. 
One does not wonder that there is a deep feeling because there is a 
great deal of land there that has been taken over by Israel. 


33064—53— —53 





S28 MUTUAL SECURITY ACT EXTENSION 


Mr. Garptner. It is estimated, Mrs. Bolton, that 400,000 of th: 
refugees were generated from the areas that are marked “Approx 
mate area under Israel control (not granted under partition plan).” 

Mr. Vorys. Why don’t they move back ? 

Mr. Garptrner. Because the Israelis will not let them move back. 

Mr. Vorys. Israel will not let them move back; they have not. com 
plied with the U. N. requirement about compensation, so they get 
(deletion—secret). 

Mr. Garptner. Well, sir, you are committed in my opinion by acts 
of this Congress going back to 1922, to the maintenance of the State 
of Israel. 

Mr. Vorys. Not to throw out dispossessed people, take their land, 
take their property. 

Mr. Garptner. That happened in the process. 

Mr. Vorys. I do not think you can say we agreed to that in 1922 or 
any time since. 

Mr. Garvrver. It was said in the Balfour declaration that there 
should be a national home for the Jews in Palestine with due regard 
for the rights of the existing population, and with consideration for 
the interests of Jewish people throughout the world. 

When we passed a congressional resolution in 1922 we took the first 
two parts of the Balfour declaration. We said there should be a 
national home with due regard to the rights of the existing popu- 
lation. 

I would like, if I might, Mr. Chairman, to file that statement at 
this point, if I could, the actual Balfour declaration. 

Mr. Smirn. Let us see what it is, sir. 


Mr. Garprner. May I read it, sir? It is a letter. Would you like 
to hear this? 

Chairman Curperrietp. Yes. 

Mr. Garprner (reading) : 


Dear Lorp Rornscutip: I have much pleasure in conveying to you, on behalf of 
His Majesty’s Government, the following declaration of sympathy with Jewish 
Zionist aspirations which has been submitted to, and approved by, the Cabine+ 

His Majesty’s Government view with favor the establishment in Palestine of a 
national home for the Jewish people, and will use their best endeavors to facilitate 
the achievement of this object, it being clearly understood that nothing shall be 
done which may prejudice the civil and religious rights of existing non-Jewish 
communities in Palestine, or the rights and political status enjoyed by Jews in any 
other country. 

I should he grateful if you would bring this declaration to the knowledge of 
the Zionist Federation. 

Yours sincerely, 
ARTHUR JAMES BALFouR. 

Mr. Javits. Mr. Vorys has said something about this and I would 
like to say something about it, too. The Arab refugees having left 
Israel at the call of the Arab leaders and, having left, the places which 
thev left were filled in by refugees, many from the concentration camps 
of Europe. This is a historic and actual situation. I do not think. 
therefore, it is fair to say that the Arab refugees were pushed out. On 
the contrary, the evidence—and it is evidence before this committee— 
indicates that the Israelis did their best at that stage in 1948 to quiet 
Arab fears and urged the Arabs to stay, but their own Arab leaders 
said, “Get out of the way, our armies will come in here and conquer this 
place, throw the Jews into the sea, and then you will have more land 
than you have now.” 
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That did not work out that way. Now thesituation of the Palestine- 
Arab refugees is a historical tragedy. Even if one does not blame it 
on the Arab refugees themselves I do not see how it can be blamed on 
the Jews, either. 

Mr. Vorys. All I say is that we recognized Israel, we have carried 
out the spirit of the congressional actions. We helped set up a country. 
But we never voted to have the Government and the people in the 
country that we recognized, simply take somebody else’s property. As 
you know, it is quite debatable as to why the Arabs left. But granting 
what Mr. Javits says, that did not change the ownership of their prop- 
erty and it did not change their international right to go home. 

I helped put through Congress, it was the only bill I ever sponsored 
up to then, the IRO bill, to do something about Jewish refugees. I did 
not think that I was creating a situation where they or the state to 
which they moved would appropriate other people’s property. 

Mrs. Boiron. What I want to ask is, Didn’t Israel agree to the parti- 
tioned frontiers ¢ 

Mr. Garpiner. There was no Israel at that time. The statement is 
that they would have agreed to the partition plan which the Arabs 
resisted by armed force. 

Now, I do not know how profitable it is to go back into a history of 
this thing. 

Mrs. Bouron. I am speaking of that very interesting map. 

Mr. Garptner. This was resisted by the Arab Governments. 

Mrs. Bouron. The Arabs naturally resisted the partition of what 
they considered their lands. But the Jews did not stay within the 
United Nations frontier. Now, on what basis did they go out and 
take all that plain blue? 

Mr. Garptner. They defended themselves, they got into a war and, 
at the end of the war, this is the picture as is indicated by the lines 
on this map. 

I think I should attempt to clear up one or two historical facts if 
I may. 

Chairman Currrrrretp. Mr. Gardiner, may I interrupt. We have 
a bill before us. 

Mrs. Botton. That would seem very pertinent to it. Can’t he clear 
up those two points? 

Chairman Cutrerrretp. Very well. 

Mr. Garprner, I can be quick. 

The reason these people fled, sir, is a matter of bitter dispute. I do 
not think we should get into it. I think there are a variety of reasons 
and I would like to point out this, that those reasons were given by 
an eyewitness, Mr. Clarence Pickett, before this committee 2 years 
ago and that record is available. I would not exculpate complete) 
the Jewish people for their hand in this event. I do not think the 
record ought to be left that way. Because I do know that there were 
massacres of Arabs before the partition plan was adopted, by the 
Stern gang, and I know those massacres have been admitted. 

Mr. Javrrs. And there were very serious massacres of Jews. 

Mr. Garptner. That is right. 

Mr. Javits. People suffered on both sides. 

Mr. GarprNer. We cannot say it is all one side’s fault or the other. 
I think T better stop at that point. 
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I have so testified to committees of Congress that one of the reasons 
the Arabs fled was because there were massacres by the Stern gang, 
and they have been admitted by Israeli spokesmen in the United 
Nations. 

Mr. Javirs. And there were massacres by the Arabs as well. 

Mr. Garptner. There are 30 years of bitter history. 

Mr. Jupp. The worst feature in it is that almost half those refugees 
are from areas that were seized during the war but were not originally 
allocated in the plan to Israel, is that not true? 

Mr. Javrrs. Would you be good enough to check the territorial and 
Gaza strip questions? 

Mr. Garprner. Whether or not it was allotted to Israel ? 

Mr. Javrrs. Yes; and to the new Palestine. 

Mr. Garpiner. I will be very glad to check that, sir. 

(Mr. Gardiner subsequently confirmed that the territory known as the Gaza 
strip was allotted to the Arab State in the 1947 partition plan.) 

Mr. Vorys. Could I ask a question about these Israel expendi- 
tures? Is that supposed to be the governmental budget ? 

Mr. Garprner. This is the foreign exchange budget of the Gov- 
ernment. The foreign exchange is controlled. The Government 
allots foreign exc change to its own bureaus and to importers, Some 
of this exchange would be allotted to bring in parts for Kaiser- 
Frazer cars that are assembled in Israel. 

Mr. Vorys. What is the rest of the budget? What is the budget 
of the Israeli Government? What is their taxation? 

Mr. Garprner. The rate of taxation is high, sir. The gross na- 
tional product is in the order of 800 million pounds and the Govern- 
ment takes in about 36 percent. I think that will be found in the 
blue book of the TCA presentation. 

On page 65 of the TCA blue book there is a brief reference to this 
subject. 

I have figures here on the Government of Israel budget which I 
would be glad to submit to the staff. Those have been made avail- 
able in the past. The most recent budget we have is for fiseal year 
1951 and fiseal year 1952. 

I would like to point out the nature of the program proposed pure- 
ly illustratively, for the Arab States and for Iran. 

Now, in the case of Iran, it is now considered wise to eontinue 
the going program which has been conducted for 2 years now by the 
Technical Cooperation Administration, at. the level of approximate- 
ly $24 willien a year, and the tables in the blue book will indicate 
that of that $24 million, $14 million is identified as technical assist- 
ance, and we ‘refer to $10 million as economic aid. 

The other funds have been spread on illustrative tables, between 
the various Arab States on a basis of need and possibilities. The 
legislation permits support of any state in the area but as we see 
it now the concentration of our effort and of our resources should be 
primarily in Egypt, in Jordan and in Syria. 

Now, I am very conscious of the desire to use private capital 
funds for such development rather than grants of Government aid 
but I submit, sir, for the consideration of this committee, that it is 
most unlikely that private money is going to be forthcoming for the 
type of program which we have in mind, which is primarily centered 
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in fields of land reclamation and utilization, irrigation, public roads, 
and other transportation facilities. I think that if the program is 
effective—and it will take several years to work it out—you may 
well find more stable conditions under which private ¢ apital may 
move but I think it would be wrong to oppose this as an improper 
use of public funds. I would say that the best way to handle the 
— we are suggesting is primarily through private channels and 
by that I mean private construction firms, private engineers and the 
like. That is the way to get this thing done and to get it down on 
an economical basis. I have great respect for private industry in 
this kind of operation. I think they are the only people who can do 
it. But we are not going to make headway here unless we get more 
land. 

Now, I would like to illustrate again in figures and dollar signs 
what I mean by that: The best land in Egypt today changes hands for 
$9. 500 or $2 800 an acre. 

Other land in Damascus and Syria changes hands for $1,000 an 
acre. Now what is the value of aman? A man is lucky if he works 
for $250 a year, and in many countries he works for less. Your whole 
problem of the improvement of the lot of these people is to change 
the ratio so that the value of real estate in terms of the value of man 
goes down. Otherwise all your hopes for land reform and everything 
else are going to be rendered nugatory—negated. You cannot hope 
to basic ally improve these conditions unless you basically change that 
picture. 

Now, I do not think you are going to do it by reducing people. I 
think your only chance is to increase the land. T think you might get 
very dramatic results when you come to the point where land becomes 
the more plentiful of the two elements in this picture. 

Mrs. Bortron. And the basis by which it is made more plentiful is 
water. 

Mr. Garptner. It will do wonders, as will also roads to areas which 
might be opened up which are not now available for cultivation. That 
is the general case and what the administration does request is ad- 
mittedly a broad grant of authority to be able to negotiate with these 
countries on the basis of need and opportunity. 

You simply cannot put 800,000 more people in that area, no matter 
what their faith or creed may be, and not reckon with the consequences. 
The consequences are that you must have more land somewhere to 
serve that equivalent number of people. 

Mr. Smirn. That population is growing every day, is it not? 

Mr. Garprner. That population i is growing. 

Mr. Smrrnu. And it is creating a bad situation because of the sur- 
roundings from which these newborn people come. 

Mr. Garprner. That is correct, and it is in a surrounding of bitter- 
ness and hatred. You are not going to solve it all by money. You 
cannot do this all by money, but I do not think without money you 
can make as much headway as you could otherwise. Money is not the 
whole answer but it is part of the answer. 

Mrs. Borron. Mr. Gardiner, what would be Syria’s attitude, for 
example, if in order to promulgate a dam project, what would be 
wrong with taking some of that refugee labor into the northern part 
of Syria, not necessarily in work camps, but to do the work in there? 
If Syria is so badly off for her own people that she would resent any 
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intrusion of any refugees, in order to accomplish the thing which is 
going to open up her country for her own use, why would she not like 
that ? 

Mr. Garprner. That is attractive to many Syrians. The Syrians 
look north to Turkey and they see what has happened through cooper- 
ation with the Unrrited States; and they are fine, industrious people. 
They want something better and we think they have strong leadership 
now. 

Mrs. Bouron. So there would be a possibility of some negotiations 
with Syria that would lead to taking 100,000 or 200,000 of those refu- 
gees up in to an area where a dam could be built, where a railroad 
could be put through, where roads ovale be put through and doing it. 

Now, is that same thing true in Iraq ? 

Mr. Garprner. I think in Iraq it is much less true than it is in Syria? 
The people are poorer. 

Mrs. Boiron. They have much more money 

Mr. Garptner. They have much more money, but they have a lot 
more poor people. If you hear how bad the conditions are in the 
refugee camps, I invite you to get down to the slums of Baghdad. 

Mrs. Bouron. You do not have to go far to get to those slums. 

Mr. Garptner. The natural resistance on the part of the refugees is 
that the Iraq climate is different, it is a hot, muddy river bottom. It 
is a long way from home. 

Mrs. Boutron. That is right, but if they are paid and then they 
worked—the families could stay back if necessary, but bringing them 
up there, and I know one of the difficulties is the infiltration of the 
Communist dogma. The feeling seems to be growing and we seem to 
be getting more and more information that 80 percent of them are 
open to any sort of revolutionary process that is opened by anybody. 
Even if it isa bad way, they do not much care. 

If there is a possibility of such a project in Iraq, would it not be well 
to pursue it. We know two British engineering groups have gone in 
there in the past few years and have shown that the whole system there 
is laid out perfectly for work. If those reservoirs were put back, if 
the channels of irrigation were rebuilt, it would not mean a great long 
process of time to get engineers and everything in there. 

Is there not a way for us to do something of that kind with Iraq? 
That was the point and purpose of the little bill which the subcom- 
mittee put in, suggesting that there be some way of being brought up 
currently to the point and finding ways and means to really begin to 
do something with these people. 

Mr. Garprner. Mrs. Bolton, I think there are two questions there. 
First, I agree with you that if there was a boom in Iraq, a land boom in 
Traq, yes, these people would move. Some of them have already 
moved. 

Mrs. Bouron. I want to correct any misimpression you might have 
gained. We are not suggesting that to begin with we say, “We want 
to resettle 250,000 people.” Not at all. 

We want to take them into work camps and put them up there, 
taking decent care of them, but have them help build the country back. 

Now, would that meet the same block that any resettlement plan is 
undoubtedly going to meet? 

Mr. Garprner. I would hope that it would not. I think in that 
world the word is more important then the deed. They will argue 
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against resettlement but if it is acceptable for the two to get together 
for a common purpose they will do it. 

A great deal is being done in Iraq. We have an excellent man on 
their “development board. We are working away at the dams—it 
3 not quite as simple as you might have indicated. You eannot just 
dust off this Roman stuff. You have to make more calculations. That 
all takes time, and heartbreaking time. It seems like nothing hap- 
pens between 1 year and the next. but things are happening. 

Mrs. Boron. When we were out there Ambassador Geor ge Wads- 
worth told us there was 90 feet of the richest soil in the world down 
underneath that. We know there were about 16 or 18, even 20, million 
people living there before Tamarlane. Surely there is no reason on 
earth why it should not be rehabilitated as a place to live. 

Mr. Garpriner. They are on their road to better things and we are 
helping them through genuine technical assistance to people i in Iraq. 
They have the funds. 

Mrs. Bouron. Would it be through our people already there that 
this could be broadened and a new aspect of possibility be given 
them ? 

Mr. Garprner. I think so, Our people on the spot do not want to 
talk refugees. 

Mrs. Bouron. Let them talk workmen. 

Mr. Garprner. That is right, if there are more things for them to 
do, yes, but we say we have ‘other problems to solve first. They have 
ood refugees and nomadic tribes. 

Mrs. Bouron. They have to get the rivers ae 

Mr. Garprner. The rivers are being fixed as fast as hands can fix 
them. 

Mrs. Bouron. More hands would make for more speed. 

Mr. Garviner. First of all you have to have a ro skilled hands. 

I appreciate this is a broad grant of authority. I do know that the 
Secretary is very interested in it. He has already testified on this 
point and I believe that the President is very interested not only in the 
area itself but in the way this program is presented. We are asking 
for a grant for the region. 

Mrs. Boiron. That includes Israel ? 

Mr. Garpiner. That is correct, Mrs.Bolton, and we have undertaken 
to present this illustrative program. 

If you like, this is a giveaway program. Call it as many bad names 
as you want, but it is presented to you frankly as a giveaway pro- 
gram: but Jet us consider what our interests are, and whether it is not 
in our interest to speed up this development of which we have spoken 
in this region. I can assure you that they will move faster with this 
tangible expression of American interest than it will otherwise. I 
think we all agree we are sitting on a powder keg. 

In the case of the refugee problem 

Mr. Vorys. Could I ask you this: Do those people know they are 
sitting on a powder keg, too? I just wonder if all over the world other 
people realize they are sitting on a powder keg. 

For instance, take this oil. That oil is not going to be available to 
either side in the case of a big war. That is one thing that is perfectly 
clear. In case of a big war, whichever side has it, the other side is 
going to blast the daylights out of it. 
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I just wonder if those people there think or whether anybody else 
ever thinks that they are sitting on a powder keg ? 

Mr. Garvrner. I think you would and I think you would react to it 
in a different way. The result of starvation might be indolence and 
lassitude or it might well be a rather vigorous reaction. 

Mrs. Botton. If nothing else were offered them, if there was some- 
thing else for them to do. 

Mr. Garpiner. The devil makes some evil work for idle hands to do; 
and the good Lord makes good work for busy hands to do. 

Mrs. Bouron. If you ti ‘ake the countries where there is great pov- 
erty—in any of the areas there—they are almost side by side—I think 
you said they were—the inhabitants of a country who are far worse 
off for food than the refugees who get food from us. 

Mr. Garprner. That is true and that is a very difficult thing with 
our refugee problem. What has happened in Jordan is refugee pres- 
sure on wage levels. People used to work for 250 fils a day, and now 
they are working for 100 because the refugee is willing to work for 
100, because the refugee gets rations. 

When we are attacked for not having a sufficiently high standard of 
rations, that is the defense, and I think it is a reasonable defense. 

Mrs. Boiron. The Jordan area has interested me very much because 
certain Arabs I know have that whole little area there where they are 
getting water and they are growing cotton and tobacco and other 
things. I refer to Musa Alami. 

Mr. Garptner. He has done something people said could not be 
done. He has taken that water out of wells and his crops have grown ; 
and he has a school there and the children are as clean as they can be. 
They are happy children. He does not want to expand. I talked to 
him the other day. 

What the thing cost the Lord only knows. I think if that unit cost 
were projected over 860,000 refugees, you would probably be horrified. 
But he has done brilliantly and he has given us a pilot project. I am 
sorry that he is not talking of expanding. 

Mrs. Bouron. Nevertheless, it is a pilot project. 

Mr. Garpriner. It is a pilot project and it has proven that you can 
take land around Jericho and put water on it with good results, but 
please do not ask what that costs. We would hope that other things 
could be done for less. It is very, very fine; and he is the salvation of 
at least 100 children of the next generation and I am glad to report, 
Mrs. Bolton, that as far as the U. N. is concerned I think we made a 
great step forward in our educational program. We have a wonder- 
ful man running it now. He was the head of the Ottawa school system 
for 30 years. 

Mrs. Bowron. Where is he? 

Mr. GarprNer. His headquarters are Beirut. He has already in- 
creased the schoolteacher group in UNRWA very materially. He has 
1,500 instead of 800 schoolteachers working with the refugees them- 
selves. He said he had things pretty good for himself in the past, and 
it was about time he went out and did some really hard work and he 
isdoing it. He isan elderly man but he is sharp. 

If we turn loose on the next generation 200,000 or 300,000 illiterate 
Palestine Arabs, we are not doing what we should for your children 
and mine. 
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Mr. Lanitam. You spoke of something being a giveaway program. 
Isn't, then the technical assistance program becoming an economic aid 
program ¢ 

Mr. GARDINER. Sir, we have attempted in this presentation to call a 
spade aspade. We havea technical assistance program which is com- 
paratively modest in its scope and we say that we need special economic 
aid funds beyond that in certain parts of the world. We are not going 
to call them technical assistance. This is special economic aid. I do 
not think it need go on forever but I do not think you can drop this 
thing like a hot potato next year. I think you have a problem that is 
a continuing problem. I do not know how much you may ask for the 
next year but I cert: uinly would not want to tell you that this sum is 
going to hold us for any extended period of time. It may be that 
we will come back to you and say, “This money is going to be turned 
back to the Treasury because we have no success in our negotiations.” 
Kut what we are asking for is the grant of authority which will enable 
us to talk firmly with these countries on things we think we can help 
them do and help them do more quickly than they can do it themselves. 

Mr. Jupp. Let us get Mr. Lanham’s question concluded. 

Mr. Vorys (presiding). Go ahead. 

Mr. Lanuam. I have heard criticism that point 4 is being turned 
into a program of economic assistance. That may be well and good ; 
but I think we should be realistic enough to say that it is really that. 

Mr. Garprner. It certainly is, sir, with respect to these funds I am 
talking about now. 

Mr. Lannam. Thank you, sir. 

Mr. Garptner. The intention would be, of course, that these funds 
would be administered operationally by the TCA. The Secretary of 
State has expressed himself on his desire to take political considerations 
into account in their distribution. 

There will be no duplication when you got to the actual fieldwork. 
It would be Mr. Andrews and his administration who audit and certify 
the disbursement of this money pursuant to foreign policy directives 
of the Secretary of State. That is my underst anding of the picture. 

Mrs. Borron. It is your feeling, then, very strongly that the overall] 
grant of this money would leave ‘the Government free to revalue proj- 
ects and use it to the very best advantage, rather than being hide- 
bound or hamstrung by having it allocated in various areas? 

Mr. Garprner. The last thing we would like to have happen would 
be to say that $25 million of this money belongs to country X. We 
want these people to come forward either in a group—which is pos- 
sible—or singly, and say, “We have a good project which will result 
in these benefits. We can get some of our own money and maybe 
can get some from the bank. Will you help us out and provide the 
other funds required and some of the technicians, public or private?” 

Mrs. Bouron. You think they will do that? 

Mr. Garprner. I think they will do that and I feel we should have 
a chance in the executive department to try to work that out because 
if we do not have this money, we are men of straw. 

I suggest that these are appropriate fields for this kind of money 
and you will wait a long time to get private capital to develop the 
Jordan River. 

I think T have covered most of my topics except to jus = refer briefly 
again to our request for the authorization for the U. N. fund. We 
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have had exhaustive Senate hearings on that subject. The point is 
that if we do have good luck and good fortune with our negotiations 
with the Arab States it might well be that we will be short to the ex- 
tent of $30 million of funds which are needed and which we might 
seek in the next session as a deficiency rather than waiting for a year 
from now. We would like to have that authority. We do not intend 
at this session to ask for the appropriation. That would be, if you 
like, an expression of congressional concern with the problem. I think 
we have given a reasonably good account of ourselves. Lord knows 
it is not perfect. 

Mr. Javits. It is my understanding, and I hope it will figure in 
your work, that the Israeli Government has stated to the United Na- 
tions that it is prepared to make some pretty substantial payments 
on these Arab properties to aid Arab resettlement. Now, is that 
correct ¢ 

Mr. Garprner. They have stated that they would consider com- 
pensation outside of the context of the general peace settlement. That 
statement has been made in the United Nations by the authorities of 
the Government of Israel. 

Mr. Vorys. Outside what ? 

Mr. Garprner. For a long while they would consider compensation 
only in terms of an overall peace settlement. Now, they are willing 
to talk compensation without a general peace settlement. In other 
words, they will deal with this particular aspect of the refugee prob- 
lem. They say that whether or not the Arab States as a whole make 
peace with them. 

Mr. Javits. May I say something off the record to my colleagues? 

(The then following remarks were not reported.) 


Mr. Jupp. May I ask a question about a sentence in your basic 
statement? You say: 


The United States share of the contribution to date— 
this is talking about the U. N. aid— 
amounts to 61 percent of total receipts in cash, kind, and reserves 


Mr. Garptner. And services. 

Mr. Jupp. In what forms have our contributions been ? 

Mr. Garprner. They have been in cash but it has resulted in ship- 
ments of merchandise from this country. 

Mr. Jupp. Have we given any contributions besides cash ? 

Mr. Garpiner. No. 

Mr. Jupp. In the UNICEF operation we found on our side they 
figured only cash and on the other side they figured cash and every- 
thing else. I wanted to make sure this was 61 percent of total con- 
tributions of all kinds. 

Mrs. Bouron. Have you looked into the questions I asked about 
yesterday ? 

Mr. Garpiner. Mrs. Bolton, you asked two questions yesterday, one 
about the Israel land agitation, where you were informed steps had 
been taken to make it legal to dispossess Arab residents from their 
property. My information from the documents of the State Depart- 
ment, which are recent dispatches from Tel Aviv, dated May 4, are to 
the effect that this law does not apply to resident Arabs. What is 
happening is that they are arranging to take over in bureaucratic 
channels the land that they describe as abandoned land. 
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And it does not affect, as the Jewish newsletter indicated, the rights 
of resident Arabs; our embassy has been informed to that effect by 
the Israeli foreign office. 

Mrs. Bouron. How much involvement does that have on the fact 
that they will not permit Arabs to come back who own that land? 

Mr. Garprner. I presume that means that they hope to settle Jewish 
farmers on that land and make it productive for Israel; land that is 
now nonproductive; and that they would compensate the Arabs along 
the lines that Mr. Javits brought up. 

Mrs. Borron. But, no compensation can compensate for your home 
particularly when you have half of it and you sit there and watch the 
other half. I mean the human feelings. 

Mr. Garprner. I understand that. You cannot put a dollar sign 
on that. 

Mr. Javits. It is pretty rough. 

Mrs. Borron. And I also want to ask if you would give me that 
earlier citizenship law, if you would go back to that. 

You see a year or so ago it was passed and there was a ao deal 
of hue and cry about it because it made it almost impossible for an 
Arab to be a full citizen and it violated absolutely according to 3 or 4, 
not just 1,3 or 4 different publications. 

Mr. Garprner. I am sorry I did not look into that. 

Mrs. Bouron. I did not ask you about that, but I have had occasion 
just since I saw you yesterday to need to know and I would be very 
grateful if I might have that. 

Mr. Garpiner. We will be happpy to look into it. 

Mr. Javits. I would be terribly interested in that, too, because there 
are Arab deputies and I understood they were all equal ranking 
citizens. 

Mrs. Bouton. I was very troubled about it. 

Mr. Javits. I would like to join in that request. I would like very 
much to get it. 

Mr. GarpiNer. We will supply that to the committee staff. 

(The information requested is as follows :) 


[These translations were made by the Ministry for Foreign Affairs and were furnished the 
Embassy as authoritative English translations of the original Hebrew laws] 


Law OF Retrukn, 5710—1950° 


1. Every Jew has the right to come to this country as an “oleh” (plural, Olim: 
a Jew immigrating to Israel permanently.—Translater ). 

2. (a) Aliyah shall be by oleh’s visa. 

(b) An oleh’s visa shall be granted to every Jew who expresses his desire 
to settle in Israel, unless the Minister of Immigration is satisfied that the 
applicant— 

(1) is acting against the Jewish people, or 
(2) is likely to endanger public health or the security of the state. 

8. (a) A Jew who comes to Israel and subsequent to his arrival expresses his 
desire to settle in Israel is entitled, while in Israel, to receive an oleh’s certificate. 

(b) The restrictions specified in Section 2 (b) shall also apply to the grant of 
an oleh’s certificate, but a person shall not be considered to be endangering public 
health on account of an illness contracted after his arrival in Israel. 

4. Every Jew who came to this country as an Oleh before the coming into force 
of this law and every Jew born in this country, whether before or after the com- 
ing into force of this Law, shall have the same status as a person who comes to 
this country as an oleh under this Law. 


1 Reshumot, Sefer Ha Hukkim, No. 51 of 6 July 1950, p. 159. 
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5. The Minister of Immigration is charged with the implementation of this 
Law and may make regulations as to all matters relating to its implementation 
and also as to the grant of Oleh’s visas and Oleh’s certificates to minors up to 
the age of 18 years. 

Davin Ben-Gurion, 
Prime Minister. 
MOsHE SHAPIRO, 
Minister of Immigration. 
YOSEF SPRINZAK, 
Chairman of the Knesset, 
Acting-President of the State. 


NATIONALITY Law, 5712-1952’ 


PART ONE. ACQUISITION OF NATIONALITY 


1. Israel nationality is acquired 

by return (section 2), 

by residence in Israel (section 3), 

by birth (section 4), or 

by naturalization (sections 5 to 9). 

anatase There shall be no Israel nationality save under this Law. 
Nationality 2. (a) Every ’oleh* under the Law of Return, 5710-1950,' shall 
7 become an Israel national. 
(b) Israel nationality by return is acquired— 

(1) by a person who came as an ’oleh into, or was born 
in, the country before the establishment of the State—with 
effect from the day of the establishment of the State; 

(2) by a person having come to Israel as an ’oleh after 
the establishment of the State—with effect from the day of 
his ’aliyah ;? 

(3) by a person born in Israel after the establishment of 
the State—with effect from the day of his birth; 

(4) by a person who has received an ’oleh’s certificate 
under section 3 of the Law of Return, 5710-1950, with effect 

Nationality by from the day of the issue of the certificate. 

residence in — ‘) This section does not apply— 

Israel (1) toa person having ceased to be an inhabitant of Israel 
before the coming into force of this Law; 

(2) to a person of full age who, immediately before the 
day of the coming into force of this Law or, if he comes to 
Israel as an ’oleh thereafter, immediately before the day of 
his ’aliyah or the day of the issue of his ’oleh’s certificate is a 
foreign national and who, on or before such day, declares that 
he does not desire to become an Israel national; 

(3) to a minor whose parents have made a declaration 
under paragraph (2) and included him therein. 

3. (a) A person who, immediately before the establishment of 
the State, was a Palestinian citizen and who does not become an 
Israel national with effect from the day of the establishment of 
the State if— 

(1) he was registered on the 4th Adar, 5712 (1st March, 
1952) as an inhabitant under the Registration of Inhabitants 
Ordinance, 5709-1949 *) ; and 

(2) he is an inhabitant of Israel on the day of the coming 
into force of this Law; and 

(3) he was in Israel, or in an area which became Israel 
territory after the establishment of the State to the day of 
the coming into force of this Law, or entered Israel legally 
during that period. 


1 Passed by the Knesset on the 6th Nisan 5712 
Bill was published in Hatza’ot Chok, No, 93 of the 
(21st November 1951), p. 22. 

2? Translator’s Note: ‘oleh and ‘aliyah mean, respectively, a Jew immi 
grating and the immigration of a Jew, to the Land of Israel. 

8 Sefer Ha-Chukkim, No. 51 of the 2ist Tamuz, 5710 (6th July 1950), 
». 159 
: *Jton Rishmi, No. 48 of the 5th Shevat, 5709 (4th February 1949), 
Suppl. I, p. 164 


(1st April 1952): t 
22nd Cheshvan, 571: 


he 
12 
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(b) A person born after the establishment of the State who 
is an inhabitant of Israel on the day of the coming into force of 
this Law, and whose father or mother becomes an Israel national 
under subsection (a), shall become an Israel national with effect 
from the day of his birth. 

4. A person born while his father or mother is an Israel 
national shall be an Israel national from birth; where a person 
is born after his father’s death, it shall be sufficient that his 
father was an Israel national at the time of his death. 

5. (a) A person of full age, not being an Israel national, 
may obtain Israel nationality by naturalization if— 

(1) heisin Israel; and 

(2) he has been in Israel for three years out of the five years 
immediately preceding the day of the submission of his ap- 
plication ; and 

(3) he is entitled to reside in Israel permanently ; and 

(4) he has settled, or intends to settle, in Israel ; and 

(5) He has some knowledge of the Hebrew language; and 

(6) he has renounced his prior nationality or has proved 
that he will cease to be a foreign national upon becoming an 
Israel national. 

(b) Where a person has applied for naturalization, and he 
meets the requirements of subsection (a), the Minister of the 
Interior, if he thinks fit to do so, shall grant him Israel na- 
tionality by the issue of a certificate of naturalization. 

(c) Prior to the grant of nationality, the applicant shall make 
the following declaration: 

“T declare that I will be a loyal national of the State of 
Israel.” 

(d) Nationality is acquired on the day of the declaration. 

6. (a) (1) A person who has served in the regular service 

of the Defence Army of Israel or who, after the 16th Kisley, 


5708 (29th November 1947) has served in some other 


service which the Minister of Defence, by declaration pub- 
lished in Reshumot, has declared to be military service for 
the purposes of this section, and who has been properly dis- 
charged from such service; and 

(2) a person who has lost a son or daughter in such service, 
are exempt from the requirements of section 5 (a), except the 
requirement of section 5 (a) (2). 

(b) A person applying for naturalization after having made a 
declaration under section 2 (¢c) (2) is exempt from the require- 
ment of section 5 (a) (2). 

(c) A person who immediately before the establishment of 
the State was a Palestinian citizen is exempt from the require- 
ment of section 5 (a) (5). 

(ad) The Minister of the Interior may exempt an applicant 
from all or any of the requirements of section 5 (a) (1), (2), 
(5), and (6) if there exists in his opinion a special reason justify- 
ing such exemption. 

7..The spouse of a person who is an Israel national or who 
has applied for Israel nationality and meets or is exempt from 
the requirements of section 5 (a) may obtain Israel nationality 
by naturalization even if she or he is a minor or does not meet 
the requirements of section 5 (a). 

8. Naturalization confers Israel nationality also upon the 
minor children of the naturalized person. 

9. (a) Where a minor, not being an Israel national, is an in- 
habitant of Israel, and his parents are not in Israel or have died 
or are unknown, the Minister of the Interior, on such conditions 
and with effect from such day as he may think fit, may grant him 
Israel nationality by the issue of a certificate of naturalization. 

(b) Nationality may be granted as aforesaid upon the applica- 
tion of the father or mother of the minor or, if they have died or 
are unable to apply, upon the application of the guardian or 
person in charge of the minor. 


Nationality by 
birth 


Naturalization 


Exemption 
from. condi- 
tions of natu- 
ralisation 


Naturalization 
of husband and 
wife 


Naturalization 
of minors 
Grant of 


nationality 
to minors 
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Renunciation 
of nationality 


Revocation of 
naturalization 


Saving of 
liability 


Interpretation 


Dual nation- 
ality and dual 
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PART TWO. LOSS OF NATIONALITY 


10. (a) An Israel national of full age, not being an imhabitant 
of Israel, may declare that he desires to renounce his Israe| 
nationality; such renunciation is subject to the consent of the 
Ministry of the Interior; the declarant’s Israel nationality ter- 
minates on the day fixed by the Minister. 

(b) The Israel nationality of a minor, not being an inhabitant 
of Israel, terminates upon his parents’ renouncing their Israel 
nationality; it does not terminate so long as one of his parents 
remain an Israel national. 

11. (a) Where a person, having acquired Israel nationality by 
naturalization— 

(1) has done so on the basis of false particulars; or 
(2) has been abroad for seven consecutive years and has 
no effective connection with Israel, and has failed to prove 
that his effective connection with Israel was severed other- 
wise than by his own volition ; or 
(3) has committed an act constituting a breach of alle- 
giance to the State of Israel. 
a District Court may, upon the application of the Minister of the 
Interior, revoke such person's naturalization. 

(b) The Court may, upon such application, rule that the revo- 
cation shall apply also to such children of the naturalized person 
as acquired Israel nationality by virtue of his naturalization and 
are domociled abroad. 

(c) Israel nationality terminates on the day on which the 
judgment revoking naturalization ceases to be appealable or on 
such later day as the Court may fix. 

12. Loss of Israel nationality does not relieve from a liability 
arising out of such nationality and created before its loss. 


PART THREE. FURTHER PROVISIONS 

13. In this Law— 

“of full age” means of the age of eighteen years or over; 

“minor” means a person under eighteen years of age; 

“child” includes an adopted child, and “parents” includes 
adopters ; 

“foreign nationality” includes foreign citizenship, and 
“foreign national” includes a foreign citizen, but does not 
include a Palestinian citizen. 

14. (a) Save for the purposes of naturalization, acquisition of 
Israel nationality is not conditional upon renunciation, of. a, prior 
nationality. 

(b) An Israel national who is also a foreign national shall, for 
the purposes of Israel law, be considered as an Israel national. 

(c) An inhabitant of Israel residing abroad shall, for the pur- 
poses of this Law, be considered as an inhabitant of Israel so 
long as he has not settled abroad. 

15. An Israel national is entitled to obtain from the Minister 
of the Interior a certificate attesting his Israel nationality. 

16. A person who knowingly gives false particulars as to 1 
matter affecting his own or another person’s acquisition or loss 
of Israel nationality is liable to imprisonment for a term not 
exceeding six months or to a fine not exceeding five hundred 
pounds, or to both such penalties. 

17. (a) The Minister of the Interior is charged with the im 
plementation of this Law and may make regulations as to any 
matter relating to its implementation, including the payment of 
fees and exemption from the payments thereof. 

(b) The Minister of Justice may make regulations as to pro 
ceedings in District Courts under this Law, including appeals 
from decisions of such Courts. 
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18. (a) The Palestinian Citizenship Orders, 1925-1942", are Repeal, adapta- 


repealed with effect from the day of the establishment of the — ara 
State. 


(b) Any reference in any provision of law to Palestinian citi- 
zenship or Palestinian citizens shall henceforce be read as a ref- 
erence to Israel nationality or Israel nationals. 

(ec) Any act done in the period between the establishment of 
the State and the day of the coming into force of this Law shall 
be deemed to be valid if it were valid had this Law been in force 
at the time it was done. 

19. (a) This Law shall come into force on the 21st Tamuz, Commencement 
5712 (14th July, 1952). 

(b) Bven before that day, the Minister of the Interior may 
make regulations as to declarations under section 2 (c) (2). 

MosHE SHARETT, 
Minister of Foreign Affairs, 
Acting Prime Minister. 
MosHE SHAPIRA, 
Minister of the Interior. 
YOSEF SPRINZAK, 
Chairman of the Knesset, 
Acting President of the State. 

Mr. Jupp. Before we adjourn I want to make sure I understand 
correctly one thing, because it surprised me. Did I understand you 
to say that there is less land in productive cultivation in these areas 
now under the Israelis than there was under the Arabs? 

Mr. Garprner. That is correct. 

Mr. Jupp. I had another impression. 

Mr. Garpiner. Mr. Judd, excuse me, but what paper do you read? 
That is an expression they used to use in New York. 

Now, if you listen to the Israeli propaganda line—and let us call 
it that because that is what it is—they show how they doubled and 
trebled production. They compare the Jewish land in Jewish hands 
before partition with what they have now. If there were 10 acres in 
Jewish hands before 1947 and they take over another 10 from the 
Avabs, they have doubled production, and they will say that the pro- 
duction of Israel is going wp by leaps and bounds. But anybody 
with two eyes in his head can go through Israel and see abandoned 
orange groves and see other abandoned lands that are not cultivated. 
The Israelis are making their best efforts now—and this land legisla- 
tion is part of it—to get their people who may have urban background 
onto that soil. 

Mr. Jupp. Are they doing as well or better in the cultivation of the 
land that they are cultivating, or is the major problem the return to 
cultivation of the land that is not cultivated ¢ 

Mr. Garprner. I do not know what you mean by “as well or better.” 
The Arabs were working with hand tools very intensively, and they 
did a great deal. The Israeli pattern is to pay a man a high wage 
set by the Histadrut and try to facilitate his productivity with ma- 
chines. I do not know which is the better agriculture. I would 
like to yield to my distinguished colleague, Mr. Andrews, on that 
point. 

Mr. Anprews. I would concur in the statement that there is a great 
deal of land in Israel that is not being used. 

Mr. Jupp. And that formerly was cultivated ? 


5 Palestine Gazette, No. 1210 of the 16th July 1942, Suppl. II, p. 1198 
(English Edition). 
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Mr. Anprews. Yes; it was, and the overall productivity agricul- 
turally of the area is, of course, nothing like it used to be. But you 
have a very distinct and a very diffic ult problem there. You have 
people who come primarily from urban areas, and it is awfully hard 
to get them on the land. " Even when they do get on the land, it is 
awfully hard to be a good farmer. 

I think some of them might have thought that by the wide use of 
mechanized equipment this could be done quicker, but even by buying 
a shiny new tractor it does not solve the problem. 

I will say, also, that their problem over there has been’ so tre- 
mendous and the pressures have been so great that only in the last 
year or so has the Israel Government woke up to the fact that the 
quickest way to make foreign exchange is to get after this agricul- 
tural problem. I am saying this and I say it in no critical sense 
at all, because you had lots of problems, that just now there is some 
genuine interest in technical assistance. Before that they were not 
very interested in technical assistance except in a very broad and 
large developmental way, but actually you can do a great deal by just 
increasing the little productivity of the little 2- and 3-acre spots in 
that country. 

I want to reemphasize the fact that that is beginning to move and 
you will see a lot of difference. 

Mr. Jupp. Will this fact not also in the long run begin to operate 
to cause the Israelis to want Arab refugees back to start cultivating 
that soil and might the Arabs be more willing to come? 

Mr. Garprner. I think the answer is “Yes,” if you do not talk about 
it too much. 

Mr. Jupp. Here is a case where economic interests rather than diplo- 
matic negotiations come into play. 

I would think the Jew would want the Arab to come back to his 
Jand because then Israel will have to import less food. 

Mr. Garprner. He is a security risk. He is a potential fifth column. 
That is the party line and you can understand that. 

Mr. Javits. Has not the Arab population of Israel risen materially ? 
I understand it has. 

Mr. Garprner. There was a great movement of these people. At one 
time they reported there were 80,000 Arabs in Israel and now they have 
170,000 or about that. Some did come back and they reunited broken 
families back in 1950, but it depends on where you start as to whether 
the Arab population has increased. 

Mr. Javits. I would be the last one to say that there is not reom for 
give, and I assure you in my small way I will do all that I can to see 
that there is a maximum effort to make negotiations successful. 

On the other hand, I do feel that you are definitely on the right track 
in this effort to settle workers, doing work, and to forget about big 
diploms atic deals in these Arab countries. 

Mrs. Bouron. On one of the trips there I saw the hills were green 
where the Arabs worked. The orchards were good where the Arabs 
owned them, I .was amazed because I had been filled with the propa- 

ganda that the people in my district had given me that the Arabs did 
not know anything and could not farm. 

Mr. Anprews. The truth of the matter is that the people who came 
nto Israel, the new people, just do not know how to farm. 

Mrs. Bouton. They are interested in business. 





MUTUAL SECURITY ACT EXTENSION 843 


Mr, Javits. They did a tremendous lot with land that was not pro- 
ductive. Now, they have an enormous job to do the job with land that 
was abandoned. 

Mr. Woop, What is your pleasure this afternoon? I am expecting 
to hear momentarily as to whether we can have Admiral Radford. 
If not I assume you would prefer to continue with this and Mr. 
Andrews? ‘ 

Mrs. Boiron. I thought we were not going to do that as long as 
Mr. Javits was not here. 

Mr. Woop. Well, we have finished this item. And may I point out, 
just so it is crystal clear, that what Mr. Gardiner has been talking 
about is what we call special economic assistance for development 
purposes, 

There is, in addition, in this area, a request for about $43 million in 
technical assistance for point 4 types of activity. Mr. Gardiner has 
not been talking about technical assistance; his testimony relates only 
to this special economic assistance. 

Mrs. Borron. Now, may I ask you this: Are we going to hear such 
people as General Reily and Mr. Blandford ? 

General Reily was the head over there and knew all the problems 
inso many directions and Mr. Blandford is head of the refugee thing, 
is he not ¢ 

Mr. Garpiner. He was. He retired. 

Mrs. Bourox. When did he retire ¢ 

Mr. Garpiner. I think in February. 

Mr. Blandford is in Washington and I am sure he would come if 
the committee would ask him. I think it is up to you to ask him. 

Mr. Vorys (presiding). It seems all we can arrange right this 
moment is what takes place at 2:30 and Admiral Radford is first 
choice and Mr. Andrews second choice. 

Mr. Woop. We are through with the Near East area unless there are 
further questions on it. 

(Whereupon, at 12:45 p. m., the committee recessed to reconvene 
at 1:45 p. m. the same day.) 


AFTERNOON SESSION 


Chairman Currrrrie.p. The committee will be in order. 

Mr. Woop. This, Mr. Chairman, will be a presentation of the Japa- 
nese picture by General Stewart. That will complete the presenta 
tion of the military program for the Far East, and then if we have 
time, General Stewart will also tell you about the program for military 
assistance in South America. That would complete the presentation 
of the military end item and training program. 

General Stewart—— 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, DIRECTOR, OFFICE 
OF MILITARY ASSISTANCE, OFFICE OF THE SECRETARY OF 
DEFENSE 


General Srewarr. Mr. Chairman, I speak from classified charts 56 
and 47. 
(Discussion off the record.) 
Mr. Vorys. As I understand it, on the country-by-country break 
down of military equipment there will be no discussion of that.on the 
38064—58——54 
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floor at all. If anybody would ask about that we would say, “We 
cannot tell you.” At least that is the way it always has been. 

Mr. Woop. This is one of the reasons why, in all cases, the military 
end item figures, while they can be disclosed fully to this committee, 

cannot, I regret to say, in view of your requirements on the floor, be 
dleclassified so they can be discussed on the floor. 

Chairman Croperrrecp. For security reasons / 

( Discussion off the record.) 

Mr. Woon. We are, I think, approaching the point of being able to 
declassify some of the military end item figures notably in the Euro 
pean area. The particular situation illustrates one of the reasons 
why we will not be able to declassify all such figures. 

Mr. Vorys. While we have been insisting in this committee that 
while we see the precise military program for every country we have 
also gone along every year with the viewpoint that the amount of 
money for the equipment is not disclosed and not discussed on the floor 
because it just would not do at all for our enemies to know what is go- 
ing where. 

| do not remember that there has ever been any variation in that at 
all. There have been illustrative figures of the number of planes go- 
ing to Europe or that sort of thing, but I do not think we have ever 
discussed the military program for any particular country. 

Mr. Surru. If the gentleman will yield, I think we have to take 
into consideration the fact that about 75 percent of this program 
is for military purposes and for us to get by without making some 
explanation, if a question is raised as to what the countries are getting, 
is not going to be satisfactory. 

Mr. Woop. Mr. Smith, we can, of course, and have in the past, de- 
classified the figures for military aid for each area. We are now 
working on, and I think we may succeed in, declassifying the military 
figures, certainly, I think, those relating to the past, and, possibly, 
in some case and on an illustrative basis, those involved in the coming 
program, particularly as they affect certain of the countries of Western 
Europe. That is not entirely clear yet, but in the interests of making 
available for use on the floor as much information as possible we are 
working on that. 

This is an illustration, however, of the fact that it would be most 
dangerous to do that in all cases. 

I think I would like to work out a more carefully prepared state- 
ment on this question which the members of the committee might 
wish to use on the floor. The general tenor of it would run, “Yes; 
there are some internal-security forces there and if something is needed 
for assistance to those forces in their mission of internal security, it 
will be provided for out of this bill. The sums are not known.” 
Something like that. 

(Discussion off the record.) 

Mrs. Bourton. Mr. Chairman, I would like to remind 1 or 2 mem- 
bers of the committee that a year or 2 ago perhaps their was a 
woman who came from Japan, a member of the Senate, who made 
a very strong plea for the Japanese — that we might not force 
them into rearming. They were the only people in the world who 
had experienced the atom bomb and it was far more terrible than 
any description that had ever been given of it and a definite percent- 
age of the people of Japan would fight it to the limit. That they 
would far rather be overrun and killed by any force that came in than 
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to play any part at all in a war which would mean the use of weapons 
of that type. It was a very, very moving appeal that was made. 

We checked back on some of it and were told that that was a small 
part of the people, that it did not amount to anything, but my own 
reaction to that was that when we say it does not amount to anything 
it is because we perhaps do not see the full picture. 

Mr. Woop. In other words, Mrs. Bolton, it is terribly important, 
as thing have developed in the world and as the aggressive military 
intentions of the Soviet Union have become more apparent, not to 
leave Japan defenseless, and not to have the responsibility ourselves 
of protecting her forever. 

Mrs. Bouron. But at the same time, we do know that the Russian 
infiltration of Japan, the Communist infiltration, has been far greater 
than the Americans are saying officially, and that it is—what do you 
think they kept those prisoners there all this time for and a lot of 
other things and then returned them in the nick of time to do a whole 
lot of cell making. 

Chairman Curprerriecp. May I say one word. Admiral Radford 
is on his way. 

Mrs. CuHurcu. What would be the terms of the proposed bilaterial 
agreement and under what conditions could we get such agreement / 
Would it have to be a secret agreement behind the backs of and over 
the heads of the Japanese people? 

Mr. Woop. The text would be in line with the standard of agreements 
negotiated with other countries. It would be published in the usual 
form. However, I am not the person to testify authoritatively on 
that. If General Stewart does not know that, we would have to get 
Secretary Robertson back here to speak authoritatively on that. 

General Stewart. I know of no suggestion that this thing be done 
secretly. 

Mrs. Cuurcu. Would it not have to be done secretly ? 

General Stewart. No. I will submit a more detailed statement 
for the record. 

I know of nothing that suggests we are trying to do it secretly. 

Mrs. Cnurcn. What are we doing, then / 

General Srewarr. There have*been discussions between the Jap- 
anese Ambassador and General Clark and our Ambassador on these 
things. 

(Discussion off the record.) 

Chairman Curperrietp. We are delighted to have you, Admiral 
Radford, before our committee. I think in your own way you might 
tell us something about the situation in the areas where you have been. 
After that, we may have a few questions of interest to the individual 
members of the committee. 

I do not know what you testified to in the Senate or whether you 
made a statement. As Mr. Vorys has said, we just want to let you 
have your head. 

Mr. Vorys. We have just gone over the proposed program for mili- 
tary and economic aid in the area you are commanding and we would 
be happy to have your overall picture of the strategic problems that 
face us there and anything else you want to say about it. 

Chairman Currrerrtetp. This is an executive hearing. Let us go 
off the record. 

(The then following remarks were not reported.) 

Chairman Curperrretp. On the record. 
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Could you evaluate the proposed programs in your area, both mili- 
tary and economic ¢ 


STATEMENT OF ADM. ARTHUR W. BRADFORD, COMMANDER IN 
CHIEF OF THE PACIFIC FLEET, UNITED STATES NAVY 


Admiral Raprorp. Mr. Chairman, I feel that the program in For- 
mosa, the Philippines, Indochina, and Thailand, the military pro- 
grams—and I assume that you are talking about all the programs, 
now ¢ 

Chairman Cutperrietp. Yes. 

Admiral Raprorp. And the economic programs in all that area are 
absolutely essential in the long run to the security of the United 
States. An armistice in Korea would have no effect, to my mind, in 
lessening the need for these programs. 

Chairman CurrrrrreLp. Thank you very much, Admiral. We wish 
you well on your trip. 

Mr. Woop. Mr. Chairman, General Stewart will continue to answer 
any questions on Japan. 

Before he does so, I would like to clarify one situation. It is per- 
fectly clear that the money that is in this program for Japan would 
not under the present law be used for the delivery of equipment to 
Japan without adequate preparations by way of bilateral agreements 
or, if this were necessary, through changes in the stipulations of the 
Japanese Constitution. 

General Srewarr. That is right. I know of no other thought or 
suggestion that any other procedure be followed. 

Mr, Suirn. Mr. Chairman, I question the advisability of appro- 
priating or authorizing for an item which we do not know is going to 
be used. I think that reaches a ridiculous situation. 

Mr. Woop. May I just say, Mr. Smith, that if these things can be 
arranged we hope and expect, it seems to us—and that is why we have 
included funds for the purpose in this bill—it would be a tragedy not 
to have funds available for*these purposes which are so vital to the 
security of that area and to our own security. 

We are faced with a dilemma, as I see it, and this committee will de- 
cide which horn of the dilemma we grasp. If we don’t include funds 
in the bill, and we then find that the necessary arrangements can be 
worked out, we would not have the means to carry out a program and 
it seems to me that we could be charged with being derelict in our 
duty of making adequate provision for the security of this country. 

I am not trying to argue with you, Mr. Smith, but I am trying to 
explain why we put this in here. 

Mr. Smrru. I don’t know what we could be charged with if we go 
ahead on that basis. 

Mrs. Boiron. I think this country had better watch its step. If 
we are going to go back on not only our promises to Japan and treaty- 
making per formances, but she signed a treaty because it has in it the 
fact that she will not be rearmed. 

( Discussion off the record. ) 

Mrs. Bouron. It is a very serious matter in our relationship to the 
rest of the world. 

Mr. Woop. It is not a matter of forcing the Japanese to rearm. 

Mrs. Borron. But, even taking part of it and putting it in. 
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Mr. Woop, As I think you are aware, there is very, very strong 
sentiment within Japan with respect to the necessity for the Japanese, 
thing being what they are in the world, to get themselves into a posi- 
tion where they can defend themselves. This is not a matter of our 
walking in and forcing them to do this. 

Mr. Smira. But it does not work that way, you know that, Mr. 
Wood. We put it up to them and then what they have to say about 
it is this—— 

Mr. Woop. These things spring out of common discussions of these 
questions. The world moves. 

Mr. Smirn. I will make a proposition with you: Would you, assum- 
ing that the committee permits the amount to stand, and if at the time 
of the appropriation no agreements have been made, say that the 
amount be stricken from the appropriation bill ? 

Mr. Woop. I am afraid I would not, sir, because these developments 
are likely to not be completed until well along in this coming fiscal 
year, sometime after the time, I hope, when appropriations will have 
been made for this purpose. 

This is a request, Mr. Smith, for authority to obligate funds in 
a fiscal year ending 1 year from this coming June 30. 

Mr. Smiru. All Tight. 

Contrary to the national policy of the country who is supposed to 
benefit by it? 

Mr. Woop. That national policy, Mr. Smith, is in the process of 
very radical revision in view of the things that have been happening 
in the world, particularly those that have given indication of Soviet 
aggressiveness, since the time that such national policy was laid down. 

Chairman CurrerFieLp. We will decide that when we get to it, and 
the committee is marking up the bill. 

General Stewart 

General Srewart. Mr. Chairman, we come now to the Latin Amer- 
ica. As an introduction I would like to say that in the Inter-Ameri- 
can Treaty of Reciprocal Assistance of 1947, the United States and 
other American Republics agreed that an armed attack upon one 
country would be regarded as an armed attack on all and that the 
other nations would assist any American state subjected to such 
attack, acting together in the common defense for the maintenance 
of peace and the secur ity of the hemisphere. 

Out of that treaty have grown certain plans and the Mutual Assist- 
ance Program that I present to you is designed to assist these coun- 
tries in creating certain units required for hemisphere defense and 
some of these units are scheduled to be used outside of their own 
countries. 

(Discussion off the record.) 

General Srewarr. Now, based on this treaty and a declaration as 
prescribed by the law that the assistance to these countries was in 
the interests of the security of the United States we have made agree- 
ments with Brazil, Chile, Colombia, Cuba, Dominican Republic, Ecua- 
dor, Peru, and Uruguay. These agreements with the exception of 
those for the Dominican Republic and Uruguay are now effective. The 
Dominican and Uruguayan agreements will become effective upon 
receipt of notification of ratification by those countries. 

( Discussion off the record.) 

General Stewart. That is the background of our program. 
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We have not made much progress—I don’t enjoy saying that, but it 
is a fact. 

These bilaterals do not become effective until the country’s legisla- 
tive body agrees to them. Brazil only came in on the 19th day of 
May 1953; Chile came in the 10th of July 1952; Colombia, the 17th 
day of April 1952; Cuba, the 7th of March 1952; Ecuador, the 20th 
of February 1952; and Peru, the 8th of April 1952. 

We have had about a year to get these programs going. 

There have been some other difficulties in making substantial prog- 
ress. We have had questions of placing personnel in the MAAG’s 
down there. The countries have been somewhat slow to reach the 
agreement required under the laws that govern our operation. 

I would like to explain that: If we have a training mission, for 
instance, in a South American country, those people are to a certain 
extent employed by the country. They get extra pay from the coun- 
try. Under an interpretation made of the MSA Act, no one receiving 
any such pay can be a judge or have the decision in making up these 
programs of mutual assistance. 

So we have had quite a loss of time in getting things like that 
straightened out and getting MAAG personnel into the countries. 

We have used some temporary MAAG’s to get some of the equip- 
ment going. 

(Discussion off the record.) 

Chairman CutrerrreLp. Is Panama a party to this treaty? 

General Stewart. Yes, sir. 

Mr. Woop. We have here Mr. Cale, of the State Department, who 
could answer any questions of that nature. 


STATEMENT OF EDWARD G. CALE, JR., DIRECTOR, OFFICE OF 
REGIONAL AMERICAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Catz. Yes, Panama is a party to the Rio Treaty. 

(Discussion off the record.) 

Mr. Vorys. Did you say our MAAG’s receive pay from the govern- 
ments they are visiting. 

General Stewart. A MAAG cannot. Some of our training mis- 
sions we have had in Latin America for a great many years do receive 
compensation from the foreign governments for the work they do in 
training their forces. 

Mr. Vorys. Do you mean if you would be sent there or some of these 
officers on a training mission, you or they would be paid by that gov- 
ernment in addition to their compensation from our Government. 

General Stewart. Yes, sir; that has been a practice for many years, 
long before this started. 

It has been ruled that the law prohibits any man so receiving pay 
from being designated a final judge of the equipment that they need. 
I was merely trying to explain our slowness in getting this program 
under way. 

Mr. Vorys. I never knew that was the case. 

Do the training missions in any other place except Latin America 
get side money like that ? 

General Stewart. I really don’t know, sir. 

I know that many years ago, I believe General MacArthur him- 
self was head of a mission in the Philippines and those people, I be- 
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lieve, got some extra pay. IL think it is something of many, many 
years standing when they are on a purely trajning job. 

I would have to get the exact figures. 

Mr. Erron. May I add something to that, Mr. Vorys: There are a 
number of mission agreements with various Latin American countries 
whereby our officers and men are in effect on contract with the country 
to which they are assigned. It was our feeling that the mission people 
might conceivably have a conflict of interests if they were also to act 
as MAAG personnel ; if they were to a certain degree the employees 
of these countries they would not be in a position to analyze critically 
the requests of the countries and their performance. 

Mr. Vorys. I fully approve of your position, but I confess I never 
knew of this thing and it sounds. scandalous to me. 

Mr. Erron. I don’t think they get extra compensation for their 
services, but I believe they do receive a station allowance. 

General Stewart. Whether or not that meets the approval of the 
committee, sir, that is of something many years standing. We have 
trained some of these people in Latin America by lending them cer- 
tain officers down there for a couple of years, and they have always 
gotten extra pay. 

Mr. Vorys. It has nothing to do with this program, but I would 
like to get a memorandum on it. To me it is a shocking custom. I 
do not care how long its has been going on. 

Mr. Jupp. Do they draw all their regular pay from the United 
States Government ? 

General Srewarr. Yes. 

Mrs. Cuurcu. Do they draw overseas pay, too? 

General Stewart. I don’t believe there is any overseas pay, now. 

Mrs. Cuurcu. Well, a man does get something in addition. 

Captain Roprmwon. There is a station allowance. 

Mrs. Cuurcu. Does he get that in addition to the training fee? 

Captain Roprwon. Yes. 


STATEMENT OF ROBERT M. SAYRE, OFFICE OF REGIONAL 
AMERICAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Sayre. I believe I can explain this compensation. We have 
Army, Navy, and Air Force missions in 19 of the 20 Latin American 
countries. ‘The only country where we do not have such a mission 
is in Argentina. We do not have all three types of missions, that is, 
Army, Navy, and Air Force missions in every country. The amount 
of money that General Stewart is talking about is referred to as 
additional compensation and the purpose of it is to pay the officers 
and enlisted men for the extra expense that they incur by being on 
duty in Latin America. It runs from about $1, 000 to $2,000 a year, 
and it is to take care of any extra expenses they run into because of 
their service in Latin America. 

Mr. Vorys. Do you mean they go on the payroll of those countries? 

Mr. Sayre. The other countries pay that amount of money ; yes, sir. 

Mr. LeComerr. What would be an enlisted man’s extra expense ‘ 
He would have his rations and clothing and quarters. 

Mr. Sarre. No; they do not have their quarters. In most cases, 
they have to get their own quarters down there. 

Mr. Vorys. Would that take place any place else in the world 
besides South America / 
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Mr. Sayre. I understand there are some missions in the Near East, 
but I am not qualified to speak on that because my area of interest is 
only Latin America. 

Mr. Jupp. For example, compared with the advisory mission that 

had under General Van Fleet in Greece, was not to exceed 500 
people in an advisory capacity only according to the act. Did they 
get compensation from Greece in addition to their compensation from 
the United States? 

Mr. Erron. No, sir; they did not. 

Mr. Sayre. I might add that this additional compensation started, 
as I understand it, in 1941, and the amount of pay that is ostabli: hed 
for each country—each country pays a different sikiolkt-Cewpende on 
the cost of living in that country. The allowances were formalized 
and approved by the President in 1942. They have been paying them 
since then. 

Mrs. Crurcn. During the war, sir, was the difference paid by the 
country { 

Mr. Sayre. Yes; I understand it was. 

Mrs. Cuurcn. In the case of a Navy man stationed in Ceylon, for 
instance, the difference was pe aid by Great Brit: ain? 

Mr. Sarre. I do not know about Ceylon. I am only speaking of 
Latin America. 

Mr. Vorys. We had a training mission in Iran for many years. Did 
they get it ? 

General Stewart. We will let you know about that. 

Mr. Vorys. Could we get a full statement on that? 

General Stewart. Yes, sir. 

Mr. Vorys. As you say, MSA takes the position that those men 
cannot be used. The MSA policy is in the other direction. 

General Srewarr. I would like to amplify that, sir, and get it i 
the record, that in an effort to establish a MAAG in these seeneris— 
and these are very small units but we have to have a MAAG—we 
have compromised. We are going to have at least one officer and 
possibly a couple of enlisted people who have nothing to do with the 
training mission. He isto be the MA AG, | yt some of the i spec tions 
and checks and reports will be prepared by the training mission. 
Otherwise, we would have so many people in the country it would 
look ridiculous. 

That is what we finally come down to in a compromise. The coun- 
try doesn’t understand it. They say, “We have a mission. Why do 
you want anybody else down here?” That is what we have finally 
worked out. 

(Discussion off the record.) 

Mrs. Cuvren. Mr. Chairman, may I ask a simple question at this 
point ¢ 

Chairman Currrrrirecp. Mrs. Church. 

Mrs. Crurcn. I wonder if you could outline how we go about ar- 
ranging an agreement like this?) Do we go down to Brazil and say, 
“Now we think the world is in danger and we must unite against 
Soviet aggression. What do you want?” 

General Srewarr. Generally, we are asked for assistance. In this 
ease, when it was decided to include the Latin American countries 
in the military assistance program, the ground was prepared, of course, 
through diplomatic channels. Then we actually got together a group 
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of officers from the three services. I believe they operated under the 
Chairman of the United States delegation to the Inter-American De- 
fense Board. They then went to the country and worked out some 
details. But the actual signed agreement is handled through the 
State Department. . 

I would like to defer to the State Department, if they would wish 
to add to my statement. 

Mr. Caz. I think there is very little to add. The agreement was 
negotiated by the State Department in cooperation with the Armed 
Forces, with the teams who went down to the countries, and the agree- 
ment was signed providing for the type of assistance that we would 
give them, 

Mrs. Cuurcu. Now, at what level is the decision made as to the 
amount of the assistance ? 

General Stewart. Before you know what you have to buy for 
your children, you have to know how many children you take The 
first thing you have to start. with is, What are we going to support ? 

Well, a study is made by the staff in the various committees and 
the Joint Chiefs of Staff. They have access to knowledge as to what 
is in that country, what its military history is. 

Now,.as I indicated in my previous statement, we do have a need 
for this in the hemisphere defense. There are certain places where if 
these countries don’t place some forces we have to send some of our 
own down there in the event of war. 

Mr. Vorys. Do you mean we would be planning to send [de sletion— 
secret trucks down there to Brazil to fight the Communists? 

General Srewarr. That is not an unreasonable number of trucks, 
sir, for [deletion—secret | 

Chairman CutrerrieLp. What do they have to shoot at down there? 

General Stewart. I can tell you where they intend to use that. I 
have it somewhere, but it is one of the units being used in the hemis- 
phere defense plan. 

(Discussion off the record.) 

Mr. Cate. Yes. 

General Srewarr. There is no intention of doing this except in the 
event of a war. 

May I complete my answer to Mrs. Church ? 

The Joint Chiefs of Staff make up a recommendation to the Sec- 
retary of Defense as to the forces in the country. It is from that 
basis that we arrive at the money, by determining what equipment we 
must give them to make those forces effective. We then arrive at the 
money. 

Mrs. Cuurcn. Then the decision is made at the level of the Joint 
Chiefs as to the amount they need ¢ 

General Srewarr. As to the forces. That always is submitted in 
the recommendation to the Secretary of Defense. The State Depart- 
ment and the Director of Mutual Security have a voice in his final 
approval. 

Mrs. Cuurcu. Has any South American country or Latin American 
country said no? 

General Srewarr. I understand that Mexico did not look favorably 
upon a suggestion that they come with us. 

Mrs. Cuurcu. And refused any MSA loan. 


General Stewart. They refused military assistance. 
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Mr. Jupp. Are you through? 

Mrs. Cuurcnu. Yes, Dr. Judd. 

Mr. Jupp. They must have some armed forces. 

(Discussion off the record.) 

General Srewarr. In other years if we get more money we will 
add another increment to the total of what we might support. 

(Discussion off the record.) 

Mr. Jupp. I do not remember any other country in which the excess 
exceeded by two and a half times the amount to be charged to appro- 
priations, so there must be some unusual item in this excess. 

Is it the old World War IT airplanes or something of that sort ? 

General Srewarr. The Navy comes to my rescue with a statment 
that it is ships, sir. 

(Discussion off the record.) 

General Srewart. I have the information, but I am sure the Navy 
can tell it a little easier. 

Captain Roprmron. The ships were previously transferred under 
lend-lease but now that they have ratified the MDA bilateral agree- 
ment, that lend-lease transaction will be closed out by a transfer of 
this equipment, but while they have been delivered, at the present time 
until that transfer is completed, they cannot be reported as delivered. 

a Jupp. We paid for them under lend-lease. 

Captain Roprwon. It is not charged to the appropriations. It is 
simply charged off as excess value and it is just a bookkeeping trans- 
action. 

Mr. Jupp. Under lend-lease did we retain title to those ships? We 
did, did we not? 

Captain Roprmon. Yes, sir. 

Mr. Jupp. On ships we did, and on other material they took owner- 
ship of it at shipside? 

When they were loaded at Philadelphia or someplace, didn’t they 
have ownership to them? When we shipped ammunition did we re- 
tain title to the ammunition that was fired ? 

Captain Ropmion. No; it was just the ship. The disposition of the 
ship was at the discretion of the United States, but in this case when 
this transaction is completed, we will not have any control, except if 
it is outside of the area that they might intend to use it in. 

( Discussion off the record.) 

Mr. Jupp. You are figuring them at their original cost ? 

Captain Roprmon. The actual cost; yes, sir. 

Mr. Erron. We retained title to everything which was transferred ; 
however the lend-lease agreements provided for an adjustment of the 
accounts. Accounting for expendable equipment and materials was 
taken care of in this manner. As you know, Public Law 3 requires 
specific statutory authority to transfer DE’s. This authority was 
granted in Public Law 146. 

Colonel Burnerr. I think I can explain the forces in being on that 
chart, which says zero. 

( Discussion off the record. ) 

Mr. Jupp. If the chart is going to give us information as to what 
we are going to do, it should give us some information as to what 
they have. Otherwise, we have no idea of the kind of base we are 
trying to build on. 
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Chairman Curperrretp. Do you mean they did not have any troops 
down there? 

Colonel Burnetr. They had armed forces of some kind, but they 
did not have these particular type units. 

Chairman CurperrreLD. I was down there at Vargas’ inauguration 
about a year ago and we were tied up for hours waiting for these 
things to go by in a parade. There were tanks and trucks and 
everything else. 

Now, what were they? 

Colonel Burnett. That, I cannot say exactly, sir, but I do know 
these particular units were not in existence and that is what we 
tried to show with our charts. 

Mr. Proury. You have the same difficulty in the case of Chile, 
too. 

Mr. Jupp. They are all the same. 

(Discussion off the record. ) 

Mr. Vorys. These dictators stay in power with sweetness and light 
and have no forces at all until we arm them. 

Mr. Woop. What the general is trying to show here are the particu- 
lar units that we are attempting to assist with and build up. 

Mr. Jupp. It does not conform with his charts yesterday. 

( Discussion off the record. ) 

Mr. Jupp. There we know how much of their armed forces we are 
building up, what portions we think is worth building up or needs to 
be built up. 

Mr. Woop. That is right, Mr. Judd. There is a difference here in 
degree, if not in kind. Namely, in these other areas we have been 
talking about, we are giving support to all or a major part of the 
armed forces of the country concerned. Here we are concerned with 
small segments that have a hemisphere mission. It didn’t seem, I 
take it, to the general, that it would be as significant since we were 
building up some special type units to put in ‘the whole story of the 
military forces in these countries. 

I am sure that General Stewart could put into the record the accu- 
rate figures as to the total of the Armed Forces which are not involved 
in this hemisphere operation. 

Mr. Jupp. I have no doubt that all the information I have been 
trying to get out of the Pentagon for years and years and years is 
there. 

Mr. Woop. Let’s put that in the record. 

General Stewart. I intended for that figure to be in there, and I 
have no reason for it not being in there. 

(The information referred is classified “secret” and is not included 
in the record.) 

Mr. Woop. Would the committee like to go through some other 
countries or shall we put that into the record for completeness ? 

Mr. Vorys. The hour is getting late and we would be glad to go on. 

You State Department political experts, what would happen if we 
said there was not any purpose at all for putting in a title [IV except 
just to make it come out nice? 

Mr. Jupp. And to keep the people down there from feeling bad. 

Mr. Vorys. And keep the people from feeling bad. We doubt that 
they know much about it. Suppose we just eliminate title IV. 

What would happen ? 
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Mr. Woop. Mr. Cale, would you deal with that? 

Mr. Care. I think it would mean we would certainly be back in the 
position where we were in World War IT where we had to do these 
jobs ourselves. 

First, it would reverse a trend toward increased military paaeee- 
tion between the United States and the Latin American countries, 
trend which we wish to promote. The program is designed for the 
limited and specific purpose of assuring the participation of Latin 
American countries in collective defense of the Western Hemisphere. 
This is to be accomplished through the maintenance by the Latin 
American countries, with our help, of certain Armed Force units that 
would assume agreed-upon-tasks in defending the hemisphere in the 
event of an armed attack or other extreme emergency. These tasks 
relate principally to protecting strategic areas and lines of commu- 
nication, which are, in general, outside the bounds of the national 
territory of the countries performing the task. These are tasks which 
in World War II we, in our own interest as well as in that of the 
American community, performed largely with our own manpower and 
resources. 

In the Rio Treaty of 1947 the Latin-American countries and we 
agreed that an attack upon one of the American states would be re- 
garded as an attack wpon all the American states. In the meeting of 
ministers of foreign affairs of American states in Washington in the 
spring of 1951, we went a step further and agreed that the countries 
of the hemisphere should orient their defense plans toward collective 
defense of the hemisphere, rather than exclusively toward defense of 
the national territory of the individual countries. Under the pro- 
gram, eight of the countries have now signed agreements to help make 
this undertaking a reality by creating and maintaining, with our assist- 
ance, armed forces units which are committed to the performance of 
specific defense missions upon which they and we have agreed. 

Second, discontinuation of the program would be considered a great 
victory for the Communists and extreme nationalists in Latin Amer- 
ica, who have been the principal opponents of the military-aid program 
and whose opposition has ben responsible for a considerable part of 
the delay which has occurred, in some countries, in ratification of the 
military-assistance agreements. Failure of the United States to 
carry through with a program approved by the Congress on two 
successive occasions would not only augment this adverse propaganda, 
but would be taken by those who are anxious to cooperate with us as 
evidence that the United States is not really interested in helping its 
neighbors to help themselves in the military field. 

Mr. Vorys. Well, I sat in Paris and tried to coax these people down 
there, please to just send a few soldiers over to Korea, and please to 
help us out on this problem of our contribution to the U. N., pointing 
out that they were getting more money from us than the difference 
would amount to. I did not find any good will when it came to Korea, 
or to us in the U. N 

What good will would we lose that we have now ? 

Mr. Catz. Well, I think there is a difference in asking the Latin 
Americans to enter into the type of commitment that they have with 
us for certain specific jobs in the defense of this hemisphere, and send- 

ig troops to Korea. We would like for them to do both and we have 
nel them to do both, but they have shown greater inclination to 
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assume these specific tasks, than they have to participate in the action 
in Korea. 

In my view, failure on the part of the Latin-American countries 
to provide greater support for the United Nations effort in Korea 
is not a reason for curtailing or discontinuing the military-aid seg- 
ment of the Mutual Security Program. I would draw the opposite 
conclusion. It is a fact, I believe, that many people in Latin America 
do not at present recognize their full interest in the worldwide strug- 
gle which is now raging between the forces of the free world and the 
slave world. They hold the comfortable illusion that many of us 
held in this country until the rather recent past, that they are not 
directly concerned in conflicts between major wor ld powers. It is 
therefore important to free world security that they be encouraged 
to develop a greater sense of responsibility for contributing to de- 
fense of the continent as well as of theirown individual countries. In 
addition, their armed forces are, in general, not in a sufficient state of 
readiness to participate effectively in the type of fighting now taking 
place in Korea. They are willing, however, as their governments 
have indicated by signing the bilateral agreements with us under 
the Mutual Security Program, to join with us in protecting this hem- 
isphere in an emergency. We should not, in my view, discontinue 
this type of cooperative endeavor merely because they are unprepared 
at present to undertake greater responsibilities outside the hemisphere. 

Mrs. Cuurcu. Is not that understandable and would not our boys 
rather do the same thing? 

Mr. Catz. I think that is correct. However, I am convinced that the 
principal reason why the Latin-American countries have not taken a 
larger role in the struggle which is now being waged in Korea lies in 
the fact that most of the people in Latin America do not live in cir- 
cumstances that enable them to recognize that they have a stake in 
that struggle. Average per capita income in Latin America is only 
about one-eighth that in the United States. Most of the people in 
Latin America are therefore so preoccupied in obtaining the means of 
day-to-day subsistence that they have not recognized, and do not now 
recognize, the extent to which they are threatened by the expansive 
aims of international communism. Communist propaganda in Latin 
America is today being most cleverly used to exploit the discontent 
of the masses of the population with their present economic status and 
to prey on extreme nationalistic sentiments in the area. Their purpose, 
of course, is to foster distrust of an antagonism against the United 
States. 

Chairman CurrerrreLb. General, may I say this: I think you under- 
stand the purpose of the questioning of this committee. We are after 
information. But as you complete your-work here I want you to know 
on behalf of the committee that we appreciate the fine job you and the 
other gentlemen have done in endeavoring to give us the information 
we wish. We do appreciate it very much. 

General Stewart. Thank you very much. 

Mr. Jupp. I would like to have them show the chart for Colombia, 
if they will. Colombia is the one that is giving us help. 

(Discussion off the record.) 

Mr. Jupp. Coming back to Mr. Vory’s question, are our relations 

good with Colombia ¢ 
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Mr. Sayre. Our relations are very good with Colombia, I think. 

Mr. Jupp. I would be in favor of doing something more for people 
who are helping us and who ask for help, rather than for people 
who are not helping us and who do not ask for help. 

Mr. Vorys. We ca heard during this hearing that Colombia was 
shocked when they received a bill for their battalion, but at least we 
know where they stand. There are 125 million people down there in 
South America, and we have one battalion from there in this United 
Nations fight. All of them voted like Wimpy. “Let’s you and him 
fight.” 

Chairman Currerrietp. The committee is adjourned until 10:30 
tomorrow. 

(Whereupon, at 4: 50 p. m., the committee recessed to reconvene on 
Tuesday, June 2, 1953.) 
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TUESDAY, JUNE 2, 1953 


House or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFATRs, 
Washington, D. C. 
The committee met in room G-—3, United States Capital, at 2:40 
p.m., Hon. Lawrence H. Smith presiding. 
Mr. Smirn. Dr. Raymond W. Miller, will you be the first witness 
here this afternoon ¢ 


STATEMENT OF DR. RAYMOND W. MILLER, LECTURER, HARVARD 
GRADUATE BUSINESS SCHOOL 


Dr. Miter. This statement was read into the Congressional Record 
some months ago, but before we start this afternoon, we felt it would 
be advisable to present to you people really the reason why some of 
us are interested in this program. 

This point 4 program, or technical cooperation, has had a lot of 
people who have been very much in favor of it. There have been 
some a who understood it and some who did not, but there was 


probably no one man who better understood the philosophy of tak- 
ing American assistance abroad to where it could help people to help 
themselves, than Dr. Henry Bennett. And Dr. Henry Bennett, who 
was administrator of the point 4 program, shortly before he died (he 
was killed as many of you know, one one of his trips) made this state- 
ment which I would like to read to you. It represents, basically, the 
thinking of the 11 men who have been on the board of consultants to 
the Food, Agriculture, and Resources Development Staff of Tech- 
nical Cooperation Administration. 

Mrs. Botron. Mr. Chairman, may I interrupt for a moment to 
ask if Dr. Miller could give his background for the record? 

Dr, Miter. | am a farmer in California. I was President of the 
American Institute of Cooperation for 3 years. This is the cooper- 
ative educational agency, across the board, of American farm groups; 
the Farm Bureau, National Grange, Cooperative Council, and so 
forth. 

I happen to be on the faculty of the Graduate School of Business 
Administration at Harvard University and I have been a consultant 
to the TCA, at the request of Dr. Henry Bennett. Bennett asked me 
if I would go around the world, visit certain places, and report back 
to him, and through him to this committee and to other people. 

Frankly, I feel today, as I said this morning to my friends, almost 
as though I were just doing something for a ied man, because Ben- 
nett was one of the closest friends I ever had. 
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I think many of us in this point 4 operation and this whole matter 
of cooperation abroad, fail to recognize that there must be certain 
actual values in this thing and that you cannot settle the problems 
with dollars. 

To set the stage, as a group we would like to reiterate our com- 
plete approval of the point of view expressed by the late Dr. Bennett 
shortly before he left on the trip on which he met his death; namely : 


The program we have described to Congress and to the public is a simple, 
down-to-earth, self-help program designed primarily to assist other peoples in 
increasing their food production, bettering their health conditions, and improv- 
ing their educational systems. It is my view that the cost of this program, which 
shall be effective only if it is pitched on a long-term basis, should be enough to 
finance a broad, dynamic technical cooperation effort, but not to include the 
large-scale granis-in-aid. This has been my consistent position and conviction 
and I must be faithful to it. 

It is my desire that we press forward as rapidly as possible with all of our 
programs, but without spending money recklessly... It would be far better for 
everyone concerned if we turned back unneeded money to the taxpayers rather 
than waste it on unsound projects. 


That, IT would like to say, Mr. Chairman, and Mrs. Bolton, and 
members of the committee, is the unanmous feeling of the men who 
are on this board of consultants to the TCA, who have been operating 
in this field. 

As we travel around the world as some of us do individually, we 
cannot help but feel that these programs are a success when they are 
kept close to the people. When they are not. close to the people it is 
one of those situations in which we are putting money down*the 
drain. 

I think, sir, that is all I would like to say at this time. I would be 
delighted ni have you ask me questions. The other witnesses are 
here. We went over it this morning, the four of us, to divide up 
what we would present. 

Mr. Saurrn. I understand that you are members of the board of 
consultants of TCA? 

Dr. Mitier. Please turn to page 5 of the statement. The board of 
consultants of the Food, Agriculture, and Resources Development 
Staff of TCA in the Department of State. 

On the board are: 


Harold B. Allen, director of education, Near East Foundation, New York, N. Y. 

Edward J, Bell, Oregon Wheat Commission, Pendleton, Oreg. 

E. B. Evans, president, Prairie View Agricultural and Mechanical College, 
Prairie View, Tex. 

l.. G. Ligutti, executive director, National Catholic Rural Life Conference, Des 
Moines, Iowa 

Ruavmond W. Miller, consultant, Food and Agriculture Organization of the United 
Nations, Washington, D. (¢ 

John H. Reisner, executive secretary, Agricultural Missions, Inc., New York, 
N. Y. 

J, Stuart Russell, farm editor, the Des Moines Register and Tribune, Des Moines, 
Iowa 

William A. Schoenfeld, dean emeritus, Oregon State College, and organization 
consultant, Corvallis, Oreg. 

C. Leigh Stevens, agricultural engineer and management consultant, Yemassee 
§.1C. 


This was a group of men originally selected by Dr. Henry Bennett 
with the idea that we should act as advisers on this worldwide tech- 
nical program. Most of us are engaged in other activities. 
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Mr. Smrru. Recently you made a survey of South and Central 
America ¢ 

Dr. Muier. Yes, sir. 

Mr. Smiru. Who was that for? 

Dr. Miter. That is a survey I made at the request of Dr. Bennett. 
He requested it at the recommendation of the Inter-American Study 
Mission of your committee. 

This committee asked Dr. Bennett to have a study made. Follow- 
ing his death, Stanley Andrews asked me to go on with it. I made 
my report. 

The report was given to members of the committee and it was 
inserted in the Congressional Record on May 13. That is why I felt 
I should not talk too long. You have my feelings in the matter and 
I would rather you hear these other men. 

Mr. Sarrn. All right, Mr. Miller. 

Monsignor Ligutti. 

(The document supplied by Dr. Miller follows :) 


Frepruary 11, 1953. 


To: Clayton BE. Whipple, Director, Food, Agriculture, and Resources Development 
Staff, Technical Cooperation Administration, Department of State. 

From: Board of Consultants to the Food, Agriculture, and Resources Develop- 
ment Staff. 

Subject: Observations and recommendations. 

During the year, six of the undersigned have traveled extensively in foreign 
countries and have been able to observe the workings of the technical cooperation 
program. All have endeavored to keep in touch with TCA developments through 
written reports and through interviews with people of competence. 

The Board recognizes the fact that its primary responsibilities are to consider 
problems relating to those aspects of the Technical Cooperation Administration 
that deal with food, agriculture, and natural resources. About 80 percent of 
the total program of technical assistance falls within these categories. These 
operations, however, are so influenced by the general policies of TCA that the 
Board has felt justified in making certain observations and recommendations, 
the consideration of which we feel necessary for the more effective operation of 
the programs relating to food, agriculture, and natural resources. 

As a group, we would like to reiterate our complete approval of the point of 
view expressed by the late Dr. Bennett shortly before he left on the trip on which 
he met his death ; namely: 

“The program we have described to Congress and to the public is a simple, 
down-to-earth, self-help program designed primarily to assist other peoples in 
increasing their food production, bettering their health conditions, and improving 
their educational systems. It is my view that the cost of this program, which 
will be effective only if it is pitched on a long-term basis, should be enough to 
finance a broad, dynamic technical cooperation effort, but not to include large- 
scale grants-in-aid. This has been my consistent position and conviction and 
I must be faithful to it. 

“Tt is my desire that we press forward as rapidly as possible with all of our 
programs, but without spending money recklessly. It would be far better for 
everyone concerned if we turned back unneeded money to the taxpayers rather 
than waste it on unsound projects.” 

In line with the above basic philosophy, we present the following observations 
and recommendations : 


1. The independence and integrity of TCA 

The Technical Cooperation Administration must have a _ sufficient!y inde- 
pendent status to carry out the spirit as well as the external forms of the tech- 
nical assistance which it is meant to provide to underdeveloped nations. 

To use technical assistance primarily to gain defense or political objectives 
is the best way to destroy its usefulness in creating good will, international 
understanding and cooperation and in establishing democratic procedures at 
the grass roots level. The good will objective of a technical assistance program 
can only be gained through disinterested service. It cannot be bought nor bar- 
gained for. This self-evident fact needs much wider acceptance. 

83064—53——55 
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2. We must envisage a long-time program 

Technical assistance is a long-time program. There cannot be adequate plan- 
ning nor wise spending of money on the present year-to-year basis. The kind 
of results we are looking for will take a long time to achieve. We must not be 
led astray by wishful thinking. 

8. Administration 

Establish an Administration of Technical Cooperation that gives both respon- 
sibility and authority to the Administrator for all phases of the program, 
especially : 

(1) The organization of administrative machinery. 

(2) The appointment of administrative and operational personnel. 

(3) Program planning and execution through all stages from the United 
States of America to the fields of operation. 

(4) Budget building. 

(5) Relations with other United States Government agencies. 

(6) Cooperative ararngements with educational institutions, business and 
industrial organizations, private agencies and international agencies, such as 
FAO, WHO, and UNESCO. 

4. Program—emphasis on agriculture and more food 

Limit objectives and be very specific about it. Begin small, but guarantee in- 
creased aid wherever and whenever sound growth calls for it. What any country 
puts into the program will generally be a sound indication of their own concern 
and interest in utilizing United States of America technical assistance. 

The program should, for the most part, be centered on increased food produc- 
tion and improved agriculture. Asia has less food and clothing per capita today 
than before the war. We are losing the fight for food. Develop other economic 
and social projects around the major goal. Agricultural improvements should 
be used as the entering wedge to improved family living, better health, agricul- 
tural reforms such as land tenure and credit, literacy and a better community 
life. This centralization of emphasis on agriculture would make possible a 
singly administered and coordinated program, and should add greatly to effi- 
cient and economical management. 

This emphasis on a centralized program does not exclude complementary pro- 
grams such as those dealing with water supplies—so essential to agricultural 
development in many parts of the world—or land reforms or educational and 
health projects and such projects as the training of local leadership, the strength- 
ening of local institutions relating to agriculture and rural life and similar pro- 
jects. 

Make the needs of the nations concerned, our first consideration in develop- 
ing country programs. Let us see to it that nations request our help rather than 
that we thrust our help uponthem. Make our help a little harder to get; its value 
will be much greater. 

It is recognized that programs in different countries must start on different 
levels based upon their present stages of economic and social development. 
Therefore, technical aid and training in developing primary resources other 
than land may need to be provided in certain situations. 

5. Civil service and overseas appointments 

The Civil Service Commission should apply maximum flexibility in reviewing 
appointments by the TCA Administrator of overseas technical assistance per- 
sonnel. Personal qualifications and experience are often of more importance 
in overseas service than academic standing. Appointments should be made of 
(1) men of national and international reputation due to their competence and 
character, who can work out achievable country programs; (2) experienced 
extension men and women to work at the state level and to help develop pro- 
grams at the village level; (3) capable representatives from minority racial 
groups, such as the Negro; and (4) junior personnel. Base salaries abroad 
should be kept in line with home salaries so that services to be rendered, rather 
than compensation to be received, would be the determining factor in accept- 
ing overseas appointments. The conditions of leave from positions in the 
United States should be liberalized and the continuance of state or institution 
retirement plans should be guaranteed. All appointees for overseas service and 
their families should be thoroughly screened, briefed, and oriented before leaving 
for the field. 
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6. Make more use of our United States land-grant institutions and private 
agencies 
We should make far greater use of and place more responsibility on our 
land-grant colleges of agriculture, home economics, engineering, veterinary 
science, forestry, etc. with their research, extension and instructional staffs. 
These institutions are nonpolitical and would be recognized as such by the receiv- 
ing countries. 
Maximum use should be made of United States private agencies and firms of 
established competence, as called for by Congress when it established the Tech- 
nical Cooperation Administration. 


7. Big appropriations for capital projects—Supplies and relief should be elimi- 
nated 

As we understand the technical-assistance program, it is primarily a people- 
to-people approach, but allows for supplementary developments that will make 
the village programs more effective. It does not include paying for the building 
of dams for power or irrigation, the construction of factories, the supplying of 
raw materials, such as wheat, cotton, steel, fertilizers, etc., or the building of 
roads and similar projects requiring large sums of money. These productive proj- 
ects should be self-liquidating and therefore should be financed by loans. The 
United States, however, should lend its good offices in determining the need for, 
und the securing of such loans from private, national, or international sources. 
Necessary technical aid in planning such productive projects would, in many in- 
stances, fall within the competence of a technical-assistance program. Appro- 
priations for purely relief purposes, such as those to Israel and for Arab refugees 
should not be considered technical assistance as it is understood in the Act for 
International Development. 

8. Make appropriations serve the objectives of helping people to help themselves 

We urge that the channels be kept clear between the people of the United 
States and the people who need help, to the end that a larger proportion of appro- 
priations be spent on technical assistance rather than on administrative and 
bureaucratic personnel and procedures, 

9. Better relationships between ambassadors and technical-assistance personnel 

In determining future policy for technical assistance, provision should be made 
for adequate briefing of ambassadors and directors of technical cooperation. The 
cost of failure to provide such briefing already has been too heavy. 

This whole problem of administrative authority and relationships in the field 
should be reconsidered. The situation demands the greatest degree of coopera- 
tion and collaboration without domination by any particular United States agent 
or agency in the country concerned. 


10. Cooperation with international agencies 


The Technical Cooperation Administration should be encouraged to cooperate 
with United Nations organizations, such as the FAO, in regional projects, where 
a number of countries are involved in the same problem, such as locust control, 
elimination of rinderpest, and foot-and-mouth disease of cattle. The control of 
these devastating infestations that recognize no geographical boundaries would 
not only mean immediate relief to the farmer, but a guaranty against future 
losses. The improvement of rice in Asia and the multiplication and wide dis- 
tribution of better seeds are similar projects for cooperative actions, the results 
of which will be immediate and be easily understood and appreciated by the 
primary producers. 

Under no circumstances should United States technical assistance agencies 
compete unfairly with or undercut international agencies already at work in the 
countries concerned. 

Harold B. Allen, Director of Education, Near East Foundation, New 
York, N. Y.; Edward J. Bell, Oregon Wheat Commission, Pendle- 
ton, Oreg.; E. B. Evans, President, Prairie View Agricultural and 
Mechanical College, Prairie View, Tex.; L. G. Ligutti, Executive 
Director, National Catholic Rural Life Conference, Des Moines, 
lowa; Raymond W. Miller, Consultant, Food and Agricultural 
Organization of the United Nations, Washington, D. C.; John H. 
Reisner, Executive Secretary, Agricultural Missions, Inc., New 
York, N. Y.; J. Stuart Russell, Farm Editor, the Des Moines 
Register and Tribune, Des Moines, Iowa; Wm. A. Schoenfeld, 
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Dean Emeritus, Oregon State College, and Organization Consult- 
ant, Corvallis, Oreg.; C. Leigh Stevens, Architectural Engineer 
and Management Consultant, Yemasee, 8S. C. 


STATEMENT OF RT. REV. MSGR. L. G. LIGUTTI, EXECUTIVE DIREC- 
TOR, NATIONAL CATHOLIC RURAL LIFE CONFERENCE 


Monsignor Licurrr. My name is Monsignor L. G. Ligutti. I am 
executive director of the National Catholic Rural Life Conference 
with offices in Des Moines, Iowa. 

I happen to be one of the consultants, as Dr. Miller mentioned. 

I also happen to be the observer for the Holy See, with the Food 
and Agricultural Organization. 

Naturally I do not represent the Holy See at this particular hearing. 

I do represent the National Catholic Rural Life Conference and also 
my own personal reactions and feelings in the matter of the technical 
assistance program. 

That is sufficient. 

Mr. Smirn. Have you had an opportunity to observe the technical 
assistance program in operation and if so, where, and give us your 
views. 

Monsignor Lacurrtt. I have had an opportunity of observing it— 
well, first of all in the Middle East. I traveled at the same time Dr. 
Bennett was traveling with his group. I just did not happen to be on 
the same plane when poor Dr. Bennett was killed but I was waiting 
for him at the airport in Teheran. 

I covered Greece, Turkey, Iran, Iraq, Syria, Lebanon, Trans-Jor- 
dan, Israeli. 

That was the coverage a year ago last December, January and Feb- 
ruary. 

Since that time, I have covered the whole of Latin America, all of 
the Central American Republics and all of South America. 

Last January, the National Catholic Rural Life Conference spon- 
sored a Latin American Congress on rural life problems and it was 
held at Manizales from January 11, to January 18. 

It was participated in by 23 countries by appointed representatives. 
All of the Latin American countries, including some of the islands and 
»ossessions were represented with the exception of Guatemala and 
Seman 

Over 600 people participated and a large number of clergymen, 24 
bishops and archbishops from all over Latin America. They discussed 
questions and problems concerning rural life during the whole week. 
We drew up conclusions and they have just been published, both in 
Spanish and English. . 

One of the commissions discussed particularly the programs of 
technical assistance. It was extremely revealing to see how interested 
these people in Latin America are in the technical assistance pro- 
grams. 

All of the discussions were off the record and we wanted to get 
their opinions and their impressions. We got them. 

We were able to find out just how much they trusted us from the 
ie States and how well or badly they mistrusted us. We did 
ind out. 
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Immediately after the conference I took a ap all the way down one 
side and across Paraguay, Bolivia, and covered all the countries with 
the exception of Uraguay. I visited not only activities of the techni- 
cal assistance program in general, but I also inquired as to the use- 
fulness or the uselessness of the programs, and as to the personality of 
the people engaged in this program of technical assistance. 

I also looked into the reactions of the native people and the various 
influences, both lay and ecclesiastical. ' 

From that experience I think, Mr. Smith, I can perhaps give some 
suggestions or at least give my reactions to the best of my ability. — 

I would like to, if I may, take this report or presentation of this 
group of consultants and perhaps go over hurriedly each and every 
point and give my reactions to each point as it is presented. sod 

No.1: We believe that there should be independence and integrity in 
any technical assistance program. It should be, in other words, suf- 
ficiently independent—I do not mean independent from a general 
policy system of the United States, because after all, all of the official 
work of the United States should be gaged and should be measured 
and should be coordinated but there should be an independence, in 
our opinion, first of all from the military. This is not a military pro- 
gram. It has a much greater purpose and greater effectiveness. At 
least in my humble estimation, I do not think we will ever win cold 
wars or hot wars or the war for freedom of the world except through 
a program that really and truly affects the lives of people favorably. 

We would like to see this program independent of the military. 

We would also like to see this program as it is pointed out in No. 7, 
independent of big appropriations for capital projects. I think par- 
ticularly Dr. Bennett insisted on that and he was right. It is not a 
big-money affair. It is much more than a big-money affair. It is 
something that requires human intelligence, a human being with a 
feeling, dealing with other human beings with a feeling and with 
intelligence. That cannot be measured in money terms. It is much 
more than money—much more than anything which is material. 

Also it should be separate from any relief program. Keep in mind 
that a relief program is only for an emergency. I think that the 
people in the United States are going to lose and are losing both friend 
and foe, and even the ones we want to help if we merely look upon 
people and say, “Well, we are going to give you a handout.” 

It is necessary for people who are hungry to feed them, but it is 
by far better and nobler for us and for the recipient to have them help 
themselves. I have found this out. 

I have heard many say: “Well, yes, we will take eleemosynary 
charity and relief, but we would prefer to have something with which 
to help ourselves.” 

Remember that when you continue relief and continue it on and on, 
you are actually debasing human beings and nations. I think it is a 
complete waste of money, a complete waste of effort to go on and on and 
on. Hand to a poor man a cup of coffee and a doughnut, but for 
heaven’s sake, do not keep him that way all the time. Make him able 
to earn that cup of coffee and that doughnut. If he is sick or if he 
is unable to do it, of course, we are going to help him out. Big grants- 
in-aid for great big things should be separate from the program of tech- 
nical assistance and also relief programs and the military. 
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Those are some of the things that I think I believe in and that we 
believe in. 

Then No. 8, to make appropriations serve the objectives of helping 
people to help themselves. That is very important. That is the ob- 
jective: Help people to help themselves. We are not going in there to 
produce things for them. We are there to sit on the sidelines and 
say how wonderful it is that you people are able to help yourselves. 

They are very, very pleased with that. I can recount experience 
after experience all over the Middle East and Latin America. People 
are pleased when they are able to produce something for themselves. 

I shall never forget when I went into a rural home in a little village 
in Greece. They were very poor people. They learned how to butcher 
a hog and to put the lard so that it would keep. They showed us the 
lard. They showed us the pork as it was salted away. 

Well, heavens alive, that is a tremendous help to people. They were 
pleased. The old grandmother was there. She was so pleased with the 
results of her own work. The teacher was there, the home economics 
expert was there. She had taught the dear old lady and the younger 
woman, the children, how to do it, and they enjoying that because it was 
the fruit of their own effort. 

That, I believe, should be our effort, in helping people to help them- 
selves. 

Again, No. 1, keep in mind of course. It cannot be bought or bar- 
gained for. It is useless to try to bribe people into becoming friends 
of the United States. It is just completely useless. You are actually 
paying them to become enemies. That is what you are doing. 

Now, No. 2: We must envisage a long-time program. This business 
should not be on a yearly basis. 

Now I have one suggestion which I wish to make very strongly to 
you ladies and gentlemen: Plan it for a long time. Plan it for a long 
time. 

Every year we have to come up—we who have to see you people 
and to be invited to come here, but for heaven’s sake, make an appro- 
priation and make it possible to continue the program so you can go on 
from year to year. 

Otherwise, in the first 6 months they employ the time in figuring out 
the way of doing things. The next 6 months is used up in how to get 
next year’s money. I do not think it needs so much money, but what is 
needed is a long-term program. 

Keep in mind that if you plan it to be a long-term program, you will 
actually enable people to accomplish more and pull out of it. If you 
plan it from year to year, you never will get any place and you may 
have to stay in until you get completely disgusted. 

The majority of the schools in the United States have 8 years of work 
in the elementary grades, and you have 4 years of high school, then 
4 years of college and professional work besides. : 

Well, why do you not plan on stopping it at the end of the first year or 
the fourth year,or whatnot? Itisa long-term educational process, and 
it has to be that way. 

Then, No. 3, administration. 

Well, I certainly am not an expert on administration. My desk is 
worse, I think, than this desk. 

I would refer all administrators and the ones who are going to make 
the plans for administration to a book by Dickens: “Little Dorrit.” 
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I do not know how many of you have read it. It is an extremely 
interesting book. Not very literary, perhaps, no plot to it, but look up 
chapter 10 of “Little Dorrit” and the chapter is entitled “The Circum- 
locution Office,” the talking-around office, where Dickens says in so 
many words that if they have found the powder under the House of 
Parliament, before removing the powder from under the House of Par- 
liament, before it blew wp, they would have to make a report, a com- 
plete report to everybody all along the line, and a lot of ungrammatical 
correspondence, and then perhaps find the House of Parliament blown 
up by the powder that was not removed. 

Read that, “the circumlocution office.” I think every administrator 
in Government ought to have that some place in his office. 

There are recommendations made in the consultant’s report, but I 
leave that to you. I think that fundamentally I would avoid the cir- 
cumlocution office. There is an end to be pursued, there are means at 
hand. Just go to it. 

No. 4, the program emphasis on Agriculture and more food: Yes, 
of course, that should be the emphasis. But keep in mind, of course, 
that the production of more food will not be the only result. That 
which is the greater result to be achieved will be the ennobling of 
human beings, the ennobling of human personalities. 

It is not enough to say, “Well, we will produce so many more bushels 
of rice or of wheat,” but rather, “we will do all of that and besides all 
of that, we are going to improve human beings, we are going to make 
him a better human being, and best of all we are going to improve the 
living conditions of a family.” 

In this regard, I would say there is something there on page 3, the 
third paragraph: 

Make the need of the nations concerned our first consideration in developing 

country programs. 
I think one of the first things we ought to do is to teach the people 
whom we help to help themselves, how to analyze their needs. Very 
often we say, “Well, you ask for what you want and we will get it for 
you.” 

Frequently they do not know what to ask for. If an analysis of 
their needs is made, and consistently followed through, you will find 
that they will find out for themselves that the needs which they 
thought were more important are actually very unimportant. 

I remember a very fine priest during the conference in Manizales, 
in Colombia. In his own village in Colombia he has done a fine job 
in elevating the position of his people. They would say, “We need 
a building; we need this; we need that.” 

He would say, “No; you need better men to serve the people. You 
don’t need a building. You actually do not even need a church build- 
ing. It is a nice thing to have, but you can have religious services 
without a church. You can worship under the open vault of the 
sky if necessary, but if you have a uaa being who gets to other 

suman beings, in a real Christian way, then anything can be accom- 
plished.” 

It was very interesting because the majority of the other people 
who were at the conference were saying, “Well, why don’t you send 
us books for a library,” and so on. 
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But Monsignor Guiterrez, who had done a magnificent piece of 
work, dismissed all that. He said, “When you improve human beings, 
the human beings will put up the buildings by themselves.” 

No. 5, civil-service and overseas appointments: I visited many of 
those people who are in the service in technical assistance or in foreign 
agriculture or whatever you have outside of the United States. 

I always say to them, “Ladies and gentlemen, you people are doing 
a piece of missionary work. It is not perhaps teaching the Gospel 
of Christ directly, but it is actually putting the Gospel of Christ into 
practice in a very, very direct fashion. If you help people to help 
themselves, you are actually helping them to become better human 
beings.” 

And unless the people who serve have that type of a spirit, well, 
their work will be practically useless. 

I would make a point here for the administrators and I would say 
that we must not make our technical-assistance program an old-folks’ 
home. I admire tremendously the people working in the field, but 
very often they are older than I am and that makes them very ancient 
and how can they stand going out in the field and walking around 
and getting over mountains and what not or on horseback or in a 


eep. 
, Well, the older persons says, “Well, I can look at that from over 
here, and we would not go there.” 

— believe me, if you get out and walk up there, you find out what’s 
what. 

If a man is in his sixties or seventies you cannot expect him to 
go on horseback or donkeyback and come back home to his wife alive. 
It is not possible. 

I would pay some attention to that, ladies and gentlemen. 

Then, No. 6, make more use of our United States land-grant insti- 
tutions and private agencies. 

I think we have to use all of the channels possible in this country 
for the training and we ought to use all the institutions and private 
agencies in the field. 

I was in Amman and I was walking by a Moslem seminary where 
they prepared their own ministers. I said to one of the technical 
assistance people, “There is a place where you have to go and talk. 
That is the place where you ought to try to prepare some of these 
fellows who are going out into the small villages as religious leaders.” 

I did the same thing when I was in Greece. I told some of those 
technical assistance people, “You ought to contact the orthodox patri- 
arch and get the seminary where they prepare these priests for the 
orthodox church in the villages.” 

We have Catholic institutions, Protestant institutions that have 
been there for many, many years, and have been serving the people. 
We ought to try to use all of those channels. 

After all, if there is a channel already there, what is the use of dig- 
ging a new channel for an irrigation system? Use it to the best of 
your ability, save money and do not waste an awful lot of time. 

They had some difficulty some years ago in putting across hybrid 
corn in Mexico. Well, here is what we did: 

I went down and I said I had some money that somebody had given 
me, $6,500, and I said, “Take the $6,500 and use half of it for hybrid 
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corn that was produced down in Mexico by our own group, you know, 
the Rockefeller group, and then the other half for the fertilizer.” 

They promised to do that. I gave it to the Catholic action group 
that actually goes out into the villages. What did they do? They, 
with one-half of that money—that means one-fourth for fertilizer and 
one-fourth for hybrid corn—they distributed it so that it would be 
planted next to the parish church. What they did was, they put 
three plots in next to the church. One plot was for the native corn 
without any fertilizer. That does not produce more than 5 or 10 
bushels to the acre. The next plot was the native corn with fertilizer 
and the next crop, the hybrid with fertilizer. 

The results were tremendous. They produced very close to 80 to 90 
bushels on the acre, and the native corn does not produce more than 
5 or 6 bushels to the acre. 

They were amazed. 

We used the channels that existed there. We had a big religious 
function on the day that it was planted. It all got the same blessing, 
but believe you me, the hybrid with the blessing and the fertilizer, 
works quite well. 

I think we might as well do those things and use our money well. 

Then, No. 9, a better relationship between ambassadors and technical 
assistance personnel: There should be an understanding. I found 
out quite often that there is no seemingly apparent understanding of 
what is going on. In the embassy they say one thing and in the 
technical assistance office they say something else. 

“We better get together on the signals.” 

I do not want to commit any sin under this very holy roof of the 
Capitol, but very often some of the people who are sent from here 
down, either they do not see it or they bring back the wrong reports. 
They must have seen it through some sort of a glass. 

I was down in Peru and I went out to see some of the projects that 
were carried on under the supervision of technical assistance—that is 
the SCIPA, and Jack Neale. I saw nothing communistic about their 
projects. Far from it. They had some pools for machinery. How 
in the name of commonsense can you possibly have every one of those 
poor people in those little valleys have a tractor all of hisown? They 
only have 3 or 4 acres apiece. 

No; but because they pooled the machinery, “That’s communism.” 

Well, I do not care who says it, whether it is a Senator or a Member 
of the House of Representatives, he is not telling the truth or he is not 
judging things right, that is all there is to it. 

These people had to be helped through a pool of machinery. Other- 
wise they would never be able to buy it for themselves. 

See what is going on, be sure to ask local people what they think of 
it—different types of local people—and then give the right kind of a 
report not colored in any way whatsoever. 

The last point is the cooperation with international agencies. 

There have been some difficulties in the past as between, let us say, 
the operation of FAO field work and the point 4 program or the 
technical assistance program. 

That which existed some 3 years ago does not exist any longer. 
There is a greater coordination. Let us not forget that we cannot 
go at it by ourselves. We have to cooperate with other people; that 
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we have to ask other people to assist us and we have to volunteer to 
assist them. Let us see ma we can do in every possible way to help 
people to help themselves and also to cooperate with other nations 
and other groups in every possible way. 

Certainly the FAO stands at the head of the line in this regard. 

In closing, may I say this to you ladies and gentlemen: That this 
is our day. Remember that Babylonia and Syria and Egypt and 
Greece and Rome and Spain and England had their day. 

Today is American Day. It is the United States Day. One hun- 
dred years from now, or 150 years from now, undoubtedly we will not 
be the leaders of the world. No one nation has ever endured in the 
leadership all these years. Other nations come up and develop some 
way or other. This is our day. Let us use our opportunity and let us 
fulfill our duty. 

Thank you. 

Mr. Smrrn. Now, I think some of the committee members might 
like to ask some questions, Monsignor. 

Mr. Vorys—— 

Mr. Vorys. No questions. 

Mr. Smirn. Mr. Burleson 

Mr. Burieson. No questions, thank you. 

Mr. Smirn. Mrs. Bolton 

Mrs. Botton. Thank you, Mr. Chairman. 

I would like to say this: You have certainly emphasized the notes 
that this committee is particularly interested in. There is only one 
thing that perhaps is not clear to everyone and that is the matter of 
the long-range program. We recognize the need, too, but no Congress 
can commit another Congress. 

The longest we can appropriate for is 2 years, so it is a little difficult. 
Of course, we havea plan. If it is good enough it will prove itself and 
the next Congress will go on with it. We are with you in feeling about 
it, I am quite sure. We just have a little difficult situation. 

You have touched on items such as better relations with ambassadors 
and soon. We have been at that for quite a long while and we are glad 
to have it emphasized from your standpoint. 

Mr. Smirn. Judge Tanham 

Mr. Lannam. N’ stions. 

Mr. Smiru. Mr. uw 

Mr. Merrow. I ..ave no questions, but I want to compliment you, 
Monsignor, upon a very excellent and clear statement which you have 
made. I think the principles which you have set forth and discussed 
are the principles that we should follow. I congratulate you upon 
makiny such a fine statement and laying down these principles to the 
committee. 

Monsignor LaGurtr. Thank you very much. 

Mr. Smrrn. Mr. Prouty—— 

Mr. Proury. I have no questions, Mr. Chairman. 

Mr. Smrru. Monsignor, in the TCA program there is always the 
question as to what kind of projects should be sponsored and in this 
committee we have had some discussions as to whether it should be 
limited strictly to what we call and have called the extension program 
or whether we should go into projects such as dams, highways, and 
things of that kind. 
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Have you an opinion on just what direction this program should 
take? 1 am assuming that you are in accord with Dr. Bennett’s orig- 
inal proposition, that it should be an extension-service program pri- 
marily ¢ 

Monsignor LaGurrt. Primarily, yes, and very much so, in accord- 
ance with needs and in accordance with the receptivity of the group 
whom we are contacting. 

However, I would say this, that Technical Assistance might assist 
in some particular instances in the improvement of a road, or try to 
get somebody else to do that. You cannot build a road through the 
whole of Bolivia, you know. Neither can you build a road all the way 
up to the Mennonite Colony in Paraguay; this is impossible with 
funds because you would be out on a limb completely, but I would 
say certain things could be done, particularly to help some of the local 
people to help themselves. 

Teach them how to fix a road. 

I had a little experience in southern Italy just a year ago. I 
went down there and the church was really and truly in a most dis- 
reputable state. The local priest said, “Well, I just can’t do anything 
without money.” 

“Well,” I said, “do you have some people here who can do this, this 
and this? You have some other people who can do this, and this, 
and this, have you?” 

We actually sent a young American boy there, a graduate of George- 
town and he was able by just getting the people together, to use all the 
abilities that were in the town, with just a handful of money—hardly 
any money worth speaking about. That is the leadership. 

Take the Quakers (the Friends Service Committee), in Israeli. 


They are working in a little village of Catholic people, exclusively 

Uniate Catholics. They are doing rnifice ace of work. N 
niate Catholics. 1ey are doing a magnificent piece of work. Not 

very expensive, but they are teaching the peeps to help themselves. 


They have improved the road. That is the only road that leads from 
the main road into villages, the only road that is improved by the 
work of the people. 

Mr. Soiru. | take it from your original statement that so far as 
money is concerned, we ought not to emphasize big projects. that are 
going to call for millions of dollars? 

Monsignor Lieurri. That is right. 

Mr. Smirn. Thank you very much, Monsignor. 

Monsignor Laeurri. Thank you. 

Mr. Sorru. Dr. Reisner. 


STATEMENT OF JOHN H. REISNER, EXECUTIVE SECRETARY, 
AGRICULTURAL MISSIONS, INC., NEW YORK, N. Y. 


Mr. Smiru. Dr. Reisner, will you give your name, your present em- 
ployment, and something of your background for the record. 

Mr. Reisner. The name is John H. Reisner. I am executive secre- 
tary of the Agricultural Missions, Inc. 

I spent from 1914 to 1931 in China as an agricultural missionary, 
and practically all of that time I served as dean of the College of 
Agriculture and Forestry of the University of Nanking. 
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Since 1931 I have been in my present position. That has taken 
me on 2 trips all through eastern Asia and southern Asia and 1 trip 
through all of Africa south of the Sahara. 

My work keeps me in very close touch with about 90 agricultural 
missionaries around the world and several hundred other missionaries 
who are working among rural people and are among the best village 
workers that we can find anywhere in the world. 

My interest therefore has been very largely in what we call grass- 
roots problems that are related to village life. 

Mr. Chairman, I have a statement here that was agreed upon this 
morning by the four who are testifying here from the group of con- 
sultants. It is closely related to the 10 recommendations which Mon- 
signor Ligutti has just been pointing up. 

There is nothing in this statement that I am about to read that is 
at odds with any of the 10 points in the statement that was submitted 
to you It does highlight 1 or 2 factors in this technical assistance 
operation, however, to which we all feel serious consideration ought to 
be given. 

1. The United States, in view of worldwide suspicion of her power and motives 


and the organized hate campaigns made against us, needs at least one demonstra- 
tion of disinterested service. 


I think we are not going to get that so long as a technical assistance 
program is integrated with a military preparedness program, or with 
our diplomatic and political programs. We pride ourselves in being 
the most powerful nation in the world. We refer to ourselves as a 
Christian Nation, Now it seems to me we ought to be strong enough 
and generous enough, at this one point, to set aside our own immediate 


interests and to give expression to our Christian ideals by operating an 
organization whose first consideration is the needs of the countries 
concerned. One demonstration of disinterested service on the level 
stated by the late Dr. Bennett as read by Dr. Miller at the beginning 
of these hearings would not seem to be unreasonable. 

2. We heartily support the suggestion made by the Honorable Lawrence H. 
Smith, a member of the Hofise Foreign Affairs Committee, to set up a Govern- 
ment corporation to administer a worldwide technical assistance program. We 
believe that this would demand public confidence. Public opinion is now gen- 
erally opposed to any program of technical assistance that is tied to our national 
military and political objectives. 

I am not here representing the Protestant churches, but I am close 
enough to their thinking to know that the idea of relating our tech- 
nical assistance programs to our military needs is most objectionable. 
What we do for the good of other people in such a program ought to 
be done for that purpose and not be tied up to our own national mili- 
tary and political needs. 

Mr. Vorys. That is a pretty broad statement: 

* * * public opinion which is now generally opposed to any program of 
technical assistance that is tied to our national military and political objectives. 

Mr. Retsner. I changed that in the reading. 

Mr. Vorys. I don’t know of any opposition any place to programs 
of technical assistance that are closely tied to our national political 
and military objectives. 

Mr. Retsner. I did not read it that way. 

Mr. Vorys. I have your text, here. 
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Mr. Reisner. I read it differently. I said, “We believe that this 
would demand public confidence. Public opinion is now generally 
opposed to any program of technical assistance that is tied to our 
national military and political objectives.” 

I cannot speak officially on behalf of church people 

Mr. Vorys. I am certain you are not speaking on behalf of any of 
the clergy I know or any of the people I know. 

Mr. Reisner. What I have said does represent the mind of many 
thousands with whom I do come in contact. 

We do not believe the American people want to use the acute human needs of 
other countries as a bargaining instrument to promote our own interests, 

38. We believe such a corporation would greatly facilitate the cooperation and 
participation of United States private and semipublic and business agencies, 
particularly the many United States colleges and universities related to agri- 
culture, engineering, and medicine. Such an organization would also facilitate 
the use of international organizations. 


4. Such an organization would provide a sound financial basis for long-term 
planning. 


5. Such an organizhtion could contract with Government agencies for specific 
programs. 


6. It would streamline operations and provide a degree of efficiency not always 
associated with Government bureaus no matter how good they are. 

7. The organization could be held easily accountable for a limited and agreed 
upon program of technical assistance, 

And here again I would like to refer to the 10 points emphasized by 
Monsignor Liguitti. 

8. It could operate independently of military requirements and politics and 
still contribute to our overall foreign policy. Indeed we believe a technical as- 
sistance program thus operated independently would contribute more by way 
of creating mutual understanding and good will than if operated within any 
Government department. 

Mr. Smirn. Mr. Vorys? 

Mr. Vorys. No questions. 

Mr. Smrru. Mr. Burleson ? 

Mr. Burieson. Mr. Chairman, as I understand Mr. Reisner, we 
should have no political motives connected with foreign economic 
assistance. If that be true, wheat to India, and wheat to Pakistan, 
should be for the purpose of relieving hunger only. But there are 
other considerations involved, which are purely political. Then that 
would come within the confines of your statement that help of this 
type should not be tied to political purposes of any sort ? 

Mr. Reisner. No. We know India did need wheat. We finally 
gave it to her. We can be very frank, I hope, Mr. Chairman, and say 
that the good will that might have resulted was largely offset by some 
of the rather acrimonious debates in Congress. 

Pakistan needs wheat and needs it terribly. We have it. We ought 
to give it to her. And we ought to give it to her gladly. She is evi- 
dently willing to pay for it, or we will make a loan to her that will be 
repaid sometime—Mrs. Bolton is shaking her head. It is a gift? 

Mrs. Bouton. There is an argument. 

Mr. Reisner. It is not a gift. We will, in any event, create good 
will if the matter is properly handled. Call it political good will, 
human good will. Of course, you get that kind of a result by doing 
that kind of a thing in the right way. 

Mr. Burteson. The point I was making was, I understood you to say 
those things should not be tied to the political. Well, it is tied to the 
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political. Grain to India, grain to Pakistan, or grain to anyone e1se 
is tied to the political. 

Mr. Retsner. It does have political implications. 

Mr. Burteson. Well, should we do it or shouldn’t we? 

Mr. Retsner. Of course we should do it. 

Mr. Burteson. Do it politically ? 

Mr. Reisner. No; not politically. 

Mr. Burteson. Well, it is political. 

Mr. Retsnrr. Well, it is to meet a great human need. We have the 
resources. Let’s meet the human need. Any political objectives will 
be attained 10 times over if what we do is based on a Christian concern. 

Mr. Burirson. Thank you, Mr. Chairman. 

Mr. Samirn. Mrs. Bolton 

Mrs. Bouron. May I pursue that for a moment: How are you going 
to get the wheat if it isn’t done by Government? You have to get it 
out of surplus or somewhere like that. 

As I understand you—perhaps I don’t understand the meaning of 
your paragraph—you would have it have nothing to do with Govern- 
ment, because anything that Government does is political. 

Mr. Reisner. No; it must be done by a Government. Is it always 
true that everything Government does is political ? 

Mrs. Botton. Well, I don’t think so because I was one of the people 
who put in the original wheat bill for India and we certainly had 
nothing political in mind. People are human, Dr. Reisner, and if 
there is an excuse given on the floor of Congress in the discussion— 
there will always be things said that would be far better left unsaid, 
but how are you going to help it? How are you to harness the feelings 
of people ? 

Mr. Reisner. As far as the India wheat debate is concerned, I was 
merely stating a fact that there was that difficulty. It seemed clear 
from the beginning that we were going to give it to them. 

Mrs. Bowron. You will remember that Mr. Nehru said he didn’t 
need it and didn’t want it, which was unfortunate from his standpoint, 
was it not? 

Mr. Reisner. That is probably true and of both sides. 

I said, here, that our political objectives, if you want to call them 
that, in terms of goodwill and mutual understanding, can be gained 
more readily through disinterested service than in any other way. 

Mrs. Bouron. By that you mean an outside-government. organiza- 
tion doing it and Government not doing it. For instance, the Ford 
people. The Ford Foundation. They are doing a very good job 
in India, our subcommittee found when they were out there. 

Mr. Retsner. With very little money. 

Mrs. Botton. With very little money, you are quite right. 

Now would you feel that all help should be given through such 
sources? That is what I wondered. 

Mr. Reisner. We are speaking here of technical assistance? 

Mrs. Botton. Yes. 

Mr. Reisner. We are not speaking of economic aid and other things. 
Your economic aid quite evidently does have certain political impli- 
cations. What we have been pleading for here is that we try to make 
this program of technical assistance as nearly a demonstration of dis- 
interested service as it is possible. 
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Mrs. Borron. I couldn’t be more with you than I am. 

Mr. Vorys. Will the gentlewoman yield? 

Mrs. Botton. I yield. 

Mr. Vorys. We furnish technical assistance as part of the European 
recovery plan, which was closely tied to our political objectives. We 
furnished it to Greece and Turkey where it was closely tied to our 
national military and political objectives. We furnished enormous 
technical assistance and extremely helpful and effective technical as- 
sistance to Formosa, closely tied to our national military and political 
objectives. 

Now do you say the general public is opposed to all of those 
programs ? 

Mr. Retsner. I didn’t say that. 

Mr. Vorys. That is what it says here. 

Mr. Reisner. I said, “Public opinion is generally opposed to any 
program of technical assistance that is tied to our national military 
and political objectives. 

I don’t think Formosa was particularly tied in. There was an 
excellent program in China which was carried over to Formosa when 
the mainland was lost to the Reds. One of the factors in the successful 
operation of the Joint Commission on Rural Reconstruction in China 
was the nonpolitical character of its operation. 

Mr. Smiru. Mr. Merrow 

Mr. Merrow. No questions. 

Mr. Smirn. Mr. Prouty 

Mr. Provty. I have no questions. 

Mr. Smiru. Dr. Reisner, have you had an opportunity to observe 
some of the TCA projects ? 

Mr. RetsNer. Personally, no. My colleague, Dr. Moomaw, made a 
5 months’ trip to India, Pakistan, Lebanon, Syria, and Egypt last 
summer and one of the objectives of his trip was to study these 
programs. 

I have talked to a number of people who have been related to the 
technical-assistance programs, I have talked to a great many mission- 
aries who have seen them in operation and of course my own experi- 
ence in China was in a sense related to what we now call the technical- 
assistance programs. I have read all the reports I can secure. I feel 
that I have been in quite close touch with the point 4 developments. 

Mr. Smiru. Do you think the program should continue! 

Mr. Reisner. I think that the point 4 idea is one of the greatest 
ideas of the 20th or any other century. I think we should make every 
effort to have it succeed. I think we have had enough experience now 
to know that it is not going to succeed just because we spend a lot of 
money. It is going to succeed to the extent that we can help the people 
at the grass-roots level and secure the full participation of the govern- 
ments concerned. 

Mr. Smiru. Do you know anything about the problem of securing 
technicians to go into this work? Are you familiar with that phase 
of TCA? 

Mr. Retsner. I had one talk with the personnel man in the Depart- 
ment of Agriculture Foreign Agricultural Service on this whole mat- 
ter of recruitment. 

Personnel, I have always felt, is the key to success rather than the 
amount of money spent. 
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Evidently, there are enough competent people in the United States 
to do the job that needs to be done. 

I would like to see the recommendation of the group of consultants 
carried out, that some way be found to break in some junior personnel, 
people who have had some experience here, maybe a year or two as 
county agents, and send to some of these countries to work along with 
our more experienced people. 

I think it would be very much easier for the younger people to 
identify themselves with the people. Certainly it would be easier for 
them to spend more time in the villages where living is rather rigor- 
ous. They would be younger, more adjustable, and I think that some 
way ought to be found to make opportunities of this kind available. 

I would like to say two other things, Mr. Chairman, on this matter 
of personnel. 

1 have felt for a long time that we have not made nearly as much 
use as we might make of American Negro county agents. I have been 
fairly close to some of the Negro State extension services, and I think 
they are the grandest people—the most capable extension workers in 
the world. The other point I want to make is that I think we should 
make very much more use of women who have been trained in home 
economics or home and family life. The home is the unit of produc- 
tion in most of these underdeveloped countries. The woman is going 
to set the standards of living, very largely. Unless the increased in- 
come effects changes in the home, I do not think increased production 
will get us very far toward our ultimate objectives. 

I would like to see very much more emphasis placed in the field of 
home economics and the use of our home demonstration agents every- 
where. 

Mr. Smiru. Thank you very much, Mr. Reisner. 

Dr. Evans. 


STATEMENT OF DR. E. B. EVANS, PRESIDENT, PRAIRIE VIEW AGRI- 
CULTURAL AND MECHANICAL COLLEGE, PRAIRIE VIEW, TEX. 


Mr. Smrru. For the sake of the record, Doctor, will you give your 
full name and your address and some of your background, and the 
experiences you have had. 

Dr. Evans. Edward B. Evans, president of Prairie View A. and M. 
College, Prairie View, Tex., and consultant to TCA. 

Well, I have had one position all of my life, all my adult life.. After 
graduating from college I went to Prairie View State College, Prairie 
View, Tex., and started out teaching agriculture and animal diseases. 
I taught for a great number of years. I then had charge of the Negro 
extension service in Texas for a period of 6 years. I took leave for 
a few months to do some work for Tuskegee Institute, at Tuskegee, 
Ala. I then returned to the institution and have served as its chief 
administrator for the past 7 years. I am just completing my seventh 
vear. 

* I want to say that I have worked with rural people all my life. A 
part of it has been spent in the control of animal diseases. 

Through my extension experiences we attempted to teach rural 
people to do much with little. That, I believe, is the basis of the point 
4 program—to do much with little. 
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Recently I had the privilege of going to three countries, Pakistan, 
Egypt, and Ethiopia. I went out in the interest of the Food and Agri- 
cultural Organization for the purpose of looking into the eradication 
program in connection with rinderpest and to evaluate some of the 
services of point 4 in those three countries. 

Interest in the eradication of rinderpest is due to the fact that it is 
the No. 1 killer in some countries in Asia and Africa. It is thought 
that. the control of rinderpest and a number of other animal diseases 
would serve as a means through which a great amount of food can be 
saved for the people who live in that part of the world. 

Pakistan has a population of 80 million people. They have 24 
million head of cattle. The annual loss through rinderpest alone is 
1 million head of cattle annually, so you can see that that is a tremen- 
ous loss. 

They have had a rinderpest control program in progress for some 
time, but it is on a modified basis and their greatest need is for tech- 
nically trained personnel, men who are tr ained in the technical aspects 
of serum and vaccine production and in carrying out quarantine and 
other disease control measures. 

While I was in Pakistan I looked into the point 4 program. They 
had gotten approval of 8 or 10 projects and some of them were 
underway. 

One that interested me very much was a village aid program to im- 
prove the life and lot of the people in the villages and in the homes. 

They also had a fertilizer program that was going. <A very simple 
health and sanitation program was also in progress. They had a proj- 
ect in forestry research and another training project in which there 
were 106 Pakistanians who were in this country receiving training. 

I visited Egypt and at the time of my visit there was a good deal of 
unrest. That wasin January 1953. The purpose of my trip to Egypt 
was due to the fact they have probably one of the best serum produc - 
tion laboratories in that part of the world. I wanted to inspect and 
observe the facilities with the view of being able to recommend the 
possibilities of their furnishing serum and vaccine to other adjoining 
countries to be used in the control of rinderpest. 

Mrs. Botton. Might I ask where that is. 

Dr. Evans. That is in Cairo. 

Mrs. Bouron. Is that the one our Navy helped with originally, 
do you know ¢ 

Dr. Evans. The Navy has a laboratory just a short distance from 
the laboratory I visited. It is a good laboratory. They have good 
technicians. We felt if they could expand their facilities a little bit 
they might be able to serve the adjoining countries. 

Mr. Vorys. Doctor, whose laboratory is it? 

Dr. Evans. It is owned by the Egyptians. 

Mr. Vorys. The Egyptian Government ? 

Dr. Evans. The Egyptian Government. I think FAO has made 
some contributions to purchase equipment but I do not know that TCA 
has done anything in that regard. 

I might tell you, too, that Egypt has a population of about 20 million 
people 2 as you know and they farm about 5.5 million acres of land along 
the Nile. They have a great desert country and there is much interest 

33064—53——56 





MUTUAL SECURITY ACT EXTENSION 


in attempting to develop some grazing projects to take care of the 
cattle and the expansion of the cattle business. 

They have no rinderpest in Egypt. They have eradicated rinder- 
pest and have a well-developed animal-disease-control program. It 
would serve as a model for the other nearby countries. I took several 
trips into the hinterland with people to observe how the animal-disease- 
control program operated. 

I visited two experiment stations where they were conducting ex- 
periments to improve the livestock through selection and breeding. 

Mrs. Borron. Is it the water buffalo they use ¢ 

Dr. Evans. It is the water buffalo mostly for work purposes. I 
think they rely on the water buffalo mostly for work purposes more 
than any other animal. I saw some good Holstein cows that were being 
used for experimental purposes to increase the milk supply of the 
country. 

The country director of the point 4 program went over the list of 
projects under consideration in Egypt. One was a desert-grazing 
demonstration. I did not go out to see it. It was quite a distance 
from where I was located. He pointed out also poultry, dairy cattle, 
sheep, and goat improvement programs. They had a project to im- 
prove grain-storage facilities; another project on insect control; an- 
other to create an active program for the control of liverfluke. A 
project on inexpensive sanitary latrines to control diseases, a program 
to train nurses and technicians. They are also making a survey of 
rural housing conditions. 

I merely call attention to those eight projects because they are so 
fundamental. They had to do with ‘the fundamentals of health and 
living. I was highly pleased with what I saw in Egypt because of the 
simplicity of programs and because of the progress that they have been 
making. 

Mrs. Boron. Have we done much to help? 

Dr. Evans. These projects are being projected by point 4. We had 
quite a conversation as we went over the projects and I listed them 
because I thought they were fundamental and were very good. 

In Ethiopia I also investigated the rinderpest-eradication program 
and looked into the serum laboratory there with a view to being able 
to increase the output of serum and vaccine, and also evaluated the 
services of point 4. 

There were about five point 4 projects that were quite appealing 
to me. One was the establishment of the junior agriculture college 
down in a little town called Jimma. It was 200 miles from Addis 
Ababa. -The project is being sponsored and the faculty has been 
gotten through the cooperation of point 4, and the Ethiopiap Gov- 
ernment. They are working together with the project. The college 
has been in operation about 3 months. They had done a good deal of 
repair work to the buildings. It was originally a college that had 
failed and point 4 in Ethiopia had taken it over and had rehabilitated 
part of the buildings. 

There were seven teachers and they were all from the United 
States. The plan is to establish three more junior colleges to serve as 
feeders to the senior college that they are going to establish along land- 
grant-college lines. They had 85 Ethiopian boys enrolled w ho were 
quite intelligent. The thing that made me quite happy was that all 
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the teaching in Ethiopia is done in English. They are teaching them 
in English in all the schools. 

I talked with the president of the proposed senior college. They are 
drawing the plans for the buildings and have located the site. I went 
out to the site, about 35 miles from Addis Ababa and the site they have 
selected is, I think, appropriate. They have the president already on 
the scene and a dean. 

Another project that was very interesting was the locust-control 
program. I did not see the actual work in operation because the 
locusts were not on the move at that time, but I did talk with the 
fliers who were handling the planes. There were several of them there 
at the hotel where I stopped. 

They are also making a survey of water reserves and are attempting 
to set up an annual disease-control program, a three-way program with 
TCA, FAO, and the Ethiopian Government. 

I made the trip that covered those three countries and returned with 
the thought that I should try to formulate a statement which would 
sum up my impression of what was going on in point 4 in those three 
countries where I had first-hand information. I am not talking about 
any part of the world where I have not been. 

I went out in the hinterlands of Egypt. I was out 60 or 70 miles 
to the experiment stations and went through crowds of people in small 
towns when they were having their demonstrations. I was the only 
\merican in the car but I had faith in the Lord and he guided me 
through. The Egyptian governmental officials were very cooperative 
and fine people. 

The statement I prepared is this: 

The point 4 program is probably the most effective means by which 
the free world can assist many of the undeveloped countries. As a 
result of my trip abroad I am thoroughly convinced that the practical 
work observed in connection with the agency is far reaching and will 
go a long ways in helping these countries remain a Lait of the free 
world. 

Perliaps the most important single need observed was for additional 
well-trained, experienced personnel. The need for unselfish leaders 
with a spirit to serve humanity and with a sympathetic understand- 
ing of the needs of the people. 

Tt was a very great pleasure for me to observe the activities of the 
Technical Cooperation Administration in the countries visited. TCA 
is to be congratulated for the selection of projects which are so well 
based on the immediate needs of the people with whom they are 
working. 

That is the statement that I prepared and that is the statement in 
which I believe. I would like to say this to you, Mr. Chairman: If 
there is anybody in the United States who is not happy and thinks that 
things are no going so well, that things should be done better, if there 
is anybody who feels that there is a better place in which to live, I 
want them to go out where I went in those countries that I visited, : and 
I want them to see the squalor and the standard of living of those folks 
and when they see that and come back to America, you will never heai 
another word out of them. The United States of America is the 
greatest country on the face of the earth. 

[ thank you. 
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Mr. Smrru. I think there may be some questions, Dr. Evans. Thank 
you very much. 

Mr. Vorys? 

Mr. Vorys. You have given a mighty interesting statement, Doctor. 
It is particularly significant as you point out, that Egypt has some- 
thing to contribute to this. We can learn something there. 

Usually these point 4 people do not admit that anything ever went 
on before they got there. They even claim credit for the iron plow that 
Sam Higginbotham, a Presbyterian missionary, developed. 

It is fine to have you come here and tell us of something another 
country has developed that we can help to spread to other countries. 
We do not know it all here. 

Thank you very much. 

Mr. Smiru. Mr. Burleson ? 

Mr. Burieson. May a fellow Texan extend you his regards. It is 
good to see you, sir. 

Dr. Evans. Thank you. 

Mr. Smiru. Mrs. Bolton ? 

Mrs. Bouton. You have given us a very real picture of the point 4 
programs that are actually going on simply and so clearly. 1 think 
you have given us all a clearer picture of the basic things that point 4 
is supposed to be doing. When it gets off on a siding, it is just too bad. 

am particularly interested in the Egyptian ones there. 

Mr. Smiru. Mr. Merrow ? 

Mr. Merrow. Thank you, Doctor, for a very excellent statement. 
Your cenelusions on Pakistan. were in line with the conclusions made 
by a study mission to Pakistan just recently. 

You feel, after observing what is being done in that country—you 
spent some time there, I take it—that the technical assistance pro- 
gram is of genuine value to the country ? 

Dr. Evans. I certainly do; yes, sir. 

Mr. Merrow. Including the fertilizer plants. 

Dr. Evans. What they are doing is fundamental. I have been asso- 
ciated with rural people, as I told you, all of my adult life, ever since 
I have been in public life, and I have been in the Extension Service 
and I am a profound believer in the demonstration idea, setting up 
demonstrations and letting the people see how the demonstrations 
work, and then they themselves will go back home and attempt to do 
the thing that they see. I am opposed to the expenditure of money 
for fantastic ideas and fanc y equipment and things that people cannot 
buy and cannot use. 

For example, there is one member of the group of consultants— 
I do not know whether I should reveal this or not, but he is working 
on a pump. He has seen the Persian pump, and he thinks he can 
improve the efficiency of the Persian pump. So he is designing a 
pump. He is having it designed down at Houston, Tex., with the 

view of being able to set it up and put it into operation. He is going 
to bring it to our campus, and we are going to set it up and try it out. 

I had the responsibility for getting the oxen—we are setting up a 
typical situation in which we have the oxen. 

I have worked with livestock and people all my life, but the hardest 
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things I have had to do in the last 2 months is to break those oxen— 
those wild steers, to work as a team. 

When we get the oxen broke and we get the pump up there and set 
up, I am sure they will be bringing it this way for you folks to see. 
But what I am trying to say is that he is trying to do something simple. 
Just improve on a pump. Make a few modifications which will in- 
crease the efficiency of the pump. That in itself helps people. 

Then I think this same person has designed a plow point. Now, 
these people back in India were plowing with a stick. He designed 
a small steel point on a plow. ‘Then, someone came along—the people 
were on their knees cutting rice with a little short-handled knife. 
Somebody had sense enough to put a long handle on it so that they 
did not have to bend over. It is just little simple things of that sort 
that go a long way toward increasing the efficiency of people and the 
productivity of the land. 

I believe firmly that it is important. 

Then, there is another fine point that must be considered and that 
is the element of good will. Where men work together and roll up 
their sleeves and they go out and work and shovel and labor together 
and exchange ideas, there is where good will develops. It develops 
around a few people. One or two men working together and the thing 
spreads on and on and on. That is another aspect to this program 
which I think is of great value, the good will. 

Mr. Vorys. Well, you think, then, that we would need half as many 
program directors—50 percent program directors and half techni- 
cians? That is the way it is in most of these countries. 

Dr. Evans. No, sir, I think that you need—you have reference to 
the administrative staff, do you, is that what you have reference to? 

Mr. Vorys. In the figures that have been supplied to us, there is 
about 50 percent bosses and the other half are technicians who go 
out to work with people. 

Dr. Evans. I have never had the good fortune to work where things 
are that easy. I have never had that privilege, and I do not think I 
would be happy at it. I just frankly do not think I would be happy. 
I do know that there is a great service we can render those people. 
When you go out and see hungry people and see them lying on the 
streets and see them on the sidewalks in the middle of the day sleeping, 
you realize that there is something you ought to do—not can do, but 
ought to do. 

The trip was a revelation to me, and I came back with a greater 
spirit of determination to see if I could not help the situation. 

Mr. Smirn. Thank you very much, Dr. Evans. 

Mrs. Bouron. Mr. Chairman, just before he leaves his chair, let 
me say I am a trustee of Tuskegee, and I am proud to know you. 

Dr. Evans. Thank you. I have been down there, and I set up a 
program for them. 

Mr. Smrru. Dr. Evans was very, very modest, and I think we ought 
to have this in the record: The Houston Chronicle of May 25 shows a 
picture of Dr. Evans, and this is the statement : 

President E. B. Evans of Prairie View A. and M. College won the 1953 


Hoblitzelle achievement award for the advancement of Texas rural life. An- 
nounced at Dallas by the Texas Research Foundation, the award included $5,000 
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in cash and a gold medailion. Dr, Evans, who has served at Prairie View for 
more than 35 years, was cited for his leadership in the reorganization of the 
college into the full land-grant pattern, establishment of a first-class agricultura) 
experiment station which has under investigation more than 35 research projects 
and for the overall leadership the college gives in improving the lives of thou 
sands of Texas Negro citizens through many programs and services. He served 
earlier this year as a State Department point 4 consultant in developing a pro- 
gram for improved health conditions, livestock disease control, and greater food 
production in North Africa and the Middle Hast. 

That is a very fine statement, and we are pleased to have such a 
distinguished person with us this afternoon. 

Dr. Evans. Well, I appreciate it. I do not merit it, but there is 
another statement I would like to make in fairness to the other re- 
cipients. There were 3 other individuals who were similar recipients, 
2 on the national level who did experimental work in Utah, at Utah 
A. and M. College, and another Texan, Dr. Butler, was a recipient of 
the award, and I cert: tinly would not want to have this read without 
letting you know that there were others who also were recipients of 
similar awards. 

I thank you very kindly, Mr. Chairman. 

Mr. Suir. Mr: Miller, did you want to conclude? 

Dr. Mitier. Mr. Congressman, I do not think it takes much con- 
clusion after these three people. 

All I would like to say is that I have been very happy to have been 
here and to present these three fellow members of the board of con- 
sultants to you. I would like to leave this one thought with you: Dr. 
Henry Bennett was the man most of us knew and loved and he tried 
to guide this point 4 into a program that would help the world to help 
itself and we on this board of consultants had backed that thought. 

In the last 4 years I have been in 40 countries of the world. I have 
been in every country that has a mentioned today with the excep- 
tion of Ethiopia. A question was raised about Formosa or Taiwan. 
We have done a magnificent ob there. The bulk of our job over 
there has been done ‘by little things to help small people aspire to 
higher things. 

If you Members of C ongress can take this point 4 and can salvage 
it and keep it intact as a * philosophy—you can call it technical co- 
operation, whatever you may call it—we can achieve a program in 
which we are going to use the best there is in American technical skill 
to help people in other lands to help themselves. 

On May 13, 1953, you entered into the Congressional Record my 
26 recommendations with regard to the Technical Cooperation pro- 
gram to Latin America. Tw venty- -three of those, as far as I am con- 
cerned I would put on a worldwide basis. The first thing is to keep 
it, insofar as is possible, free and distinct from military and political 
strategy. I think that the military would go along with me on that. 
I have met with at least 30 of our Ambassadors in the past few years 
and most of those men would go along on it too. Everybody knows 
the Ambassador must be the President's s representative. Nobody de- 
nies that. 

I wrote an article in the Harvard Business Review a few years ago 
in which I said we had lost over 200,000 people a day for over 5 years 
to the dictatorship of central Asia. I think the only way we can stop 
that drift is by the thing these three men have presented to you today. 
The second important thing is that we must work closely with inter- 
national agencies. I do not believe we can go it alone. 
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As mentioned by John Reisner and Monsignor Ligutti— (by the way 
I hope you appreciate that here are two men representing two great 
branches of Christendom who come together on a joint program like 
this) because there is one important point in a joint-agency deal, in 
these international organizations, the governments themselves ‘are 
members of it. 

Finally, if we keep it on a humble basis, keep it on a basis where 
people go abroad dedicated to a cause, then I do not think you are 
going to spend too much money and I think you can do it on a small 
basis. 

Thank you very much for having us here. It has been a labor of 
love for us. 

The name of the man who has developed the pump mentioned by Dr. 
Evans is C, Leigh Stevens, an industrial engineer, one of the members 
of our board of consultants who has conceived the idea of seeing if 
he cannot be of help in working out some of the mechanical problems 
facing farmers in underdeveloped countries. 

This is one of his conclusions: There is more bullock power, Mr. 
Congressman, in India running around in circles pumping water, 
than all of the installed public- owned electric power in the United 
States. This is Mr. Stevens’ statement, and not mine. 

Thank you very much for letting us be with you. 

Mr. Smriru. Thank you for coming. 


Mr. Ray C. Ellis. 


STATEMENT OF RAY C. ELLIS, VICE PRESIDENT, RAYTHEON 
MANUFACTURING CO., BOSTON, MASS. 


Mr. Smiru. Will you give your name and the organization you 
represent ¢ 

Mr. Extis. I am vice president of the Raytheon Manufacturing Co., 
of Boston, manufacturers of electronic equipment, employing | some 
21,000 hands. 

We have been suppliers to the United States Government for over 
25 years, of electronic equipment. It was suggested that I might 
come down here and explain to the chairman and to the rest of the 
members of the committee a plan that has in our estimation, at least, 

worked very successfully in the offshore procurement plan. I realize 
that isa part of your MSA program and you have been hearing a lot 
about the point 4 in respect to that, but I would like to recite this: 
In 1950, we entered into a commercial arrangement with a large com- 
pany in Italy and this was a purely private-enterprise endeavor to 
start with. We signed an agreement with those folks on April 16, 
1951. Shortly after that, the defense departments began working 
on this offshore procurement program and there were certain items 
that program that were iiopred as standard equipment for the 

ATO armies. One of those was a long-range radar set that mounts 
on the ground that can detect planes at some 150 miles away. It 
was felt that this item was a very good piece of equipment that 
might be manufactured by one of the NATO groups. It is extremely 
complicated. A set of this type has never been made in Europe 
before. But it happened to be an item of equipment that Raytheon 
Co. was manufacturing here in the United States for three services. 
That is the Army, Navy, and Air Force. 
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A three-way agreement was made between the Navy, a company in 
Italy, and Raytheon. Each one of the three participants—the Navy 
agreed to the progress payments and for local inspection. Our com- 
pany guaranteed the quality of the equipment and the Italian group 
guaranteed the price in shipments. 

This agreement was signed June 30, 1952. Please remember it is an 
e xtremely complicated piece of equipment and has never been made in 
Italy before this time. 

During this 10-month period which ended April 30, 1953, factories 
had to be built, machinery had to be installed and many subcontrac- 
tors and parts suppliers had to be established in Italy, Germany, 
France, and some in Switzerland. Any building of electronic equip- 
ment depends a great deal upon the component parts. Basically it is 
an assembly sort of an operation made out of pieces that are peculiar 
to themselves. In other words, you have tubes and condensers and 
lots of other parts that are a specialty type of apparatus. 

There are 3,500 of these parts that had to be built and obtained from 
Biirope. There were some 3,500 drawings that had to be sent over 
there. The drawings had to be changed from the English system 
to the metric system, and the factory had to be installed with the 
costing system and the production-control system, the bookkeeping, 
the same as we have. At the end of this 10 months, there were 4 of 
these complicated pieces of apparatus that were shipped and they 
are maintaining a schedule that will be increasing up to 20 a month. 
It is the only apparatus for the NATO group that serves this par- 
ticular purpose. 

During this 10-month time, that company, together with its sub- 
contractor s, are employing 2,300 people who were not otherwise em- 
ployed so that as a result of this effort of this offshore procurement 
plan, it not only has satisfied on a large extent unemployed people 
there, it has trained them in technical procedures along the line of 
American techniques in industry. It was felt that this experience 
with one country might be of interest tothis group. Here at least was 
one concrete case of where the offshore procurement program has not 
only helped the people themselves but has provided a reliable source 
for complicated equipment of this character. 

I have many pictures here of this. It was written up in Business 
Week. 

It says Italy is getting the dollars, they have a new industry, the 
NATO forces have the equipment, and everyone seems to be fairly 
well satisfied. 

If the desire is there and the technical knowledge is there, I am sure 
that the offshore procurement if handled correctly can be a success, 

Mr. Surry. Thank you very much. Are there questions? 

Mr. Vorys. How much did the program amount to? 

Mr. Exxts. $12 million. 

Mr. Vorys. Are there further orders on hand ? 

Mr. Exuts. Yes. 

Mr. Vorys. It isa continuing project? 

Mr. Extis. Not only on this particular type of equipment but on 
other types as well. 

Mr. Vorys. If it is not security information, for what use is this 
radar, for airplane protection ? 
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Mr. Ex.is. Yes. It is long distance aerial warning plane detection 
apparatus. It can detect fairly large sized planes, that is, the 
bomber size, 150 miles away. 

Mr. Vorys. Is the workmanship over there satisfactory ? 

Mr. Eis. Yes, the workmanship is quite satisfactory, particularly 
in the mechanical end of things. The Italians always have made good 
engines, of course. We have had to supply many technicians, more of 
the electrical type, you see. 

One of the stipulations in this contract was that over 90 percent of 
the material content of this equipment was to be from Europe so that 
we not only had the job of the 1 company but the establishment of 
35 or 40 small companies to produce the component parts. 

Here is the heart of a radar set. This is called a magnetron tube. 
There are some 300 different parts that go into just this one piece 
and there are 3,500 of these assemblies in the complete job. ‘This one 
here will be manufactured in Genoa by one of the subcontractors. 
This is the heart of the radar set. This is called a magnetron tube. 
There are many of those types of apparatus that had to be manu- 
factured. 

Mr. Smiru. Mrs. Bolton ? 

Mrs. Bortron. No questions. 


STATEMENT OF BORIS SHISHKIN, DIRECTOR OF RESEARCH OF 
THE AMERICAN FEDERATION OF LABOR 


Mr. Smirn. Will you give your name and your organization, please ¢ 

Mr. Suisuxr. Mr. Chairman, Mr. Smith, and members of the com- 
mittee, my name is Boris Shishkin. I am here to represent the Ameri- 
can Federation of Labor. 

I have a statement I would like to read. It is very brief. Before I 
do that, I wanted to make one observation first, and that is that Presi- 
dent Eisenhower’s move yesterday, in submitting a reorganization 
plan to Congress, which involves the program now before you, to set 
up a Foreign Operations Administration, I hope will not be an in- 
vitation to Congress for surgery. 

Mr. Smiru. It is an idea. 

Mrs. Bouton. It certainly is. 

Mr. Suisux1n. The United States has reached a crucial point in the 
task of welding together a community of interest, of purpose, and of 
action among the free nations. It cannot be denied that the past year 
was a year of hesitation and delay in pressing forward toward the 
established goals of mutual security and economic reconstruction. In 
large measure, this was due to the watchful waiting on the part of our 
allies to see whether the change in the administration in Washington 
would bring about a change in the future policy objectives of the 
United States. It is gratifying to know that these doubts were with- 
out foundation. President Eisenhower has reasserted the leadership 
of the United States and has called upon Congress to affirm our pur- 
pose to carry on the mutual security effort. It is now up to Congress 
to sweep away the last vestiges of uncertainty and to revitalize and 
accelerate the Mutual Security Program. 

I think it is quite clear, Mr. Chairman, I might point out here, 
that in evaluating what has happened in the past year, particularly, 
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that there has been hesitation, there has been delay, there has been a 
breathing spell in terms of action in many of the areas of activity, 
and I think that must be recognized in appraising what we must do. 

During the past year, also, there has been a change in the auto- 
cratic rule of the Kremlin, brought about by the death of Stalin. 
This event has given a new and greater opportunity to the Commu- 
nist policymakers to arouse*fresh hopes of readymade peace around 
the free world, and to instill new doubts among the free peoples about 
the necessity of their carrying on the burden of defense. 

The issue squarely before this Congress is whether the United States 
is prepared to carry on its most decisive undertaking of mutual de- 
fense against Communist aggression or whether it will succumb to 
the blandishments of the Communist peace offensive. 

We are confident in the answer our Congress will give. We know 
the answer is that the United States is to go ahead without hesitation. 
But, if Congress is to back the President in the leadership he has 
asserted, that answer must not be halfhearted. There is no value in a 
token Mutual Security Program. Such a program, reduced to econ- 
omy size would be wasteful. It would be false economy to cut the 
authorization for the program now before Congress. This would be 
false economy, not only in the value of direct accomplishment of the 
future program, but also in the loss of a large investment the Ameri- 
can people have already made in recent years to do an effective job of 
the mutual security effort. 

Long before Stalin’s death, it was clear that the Kremlin would 
strive to break up the North Atlantic alliance. It has sought, and 
is seeking now, to drive a sharp wedge between the United States and 


Great Britain. It is seeking now, and will continue to seek, to split 
off France and other associated nations and break the bond of unity 
among them. Our answer must be to reinforce the bond, to erase the 
differences and to bring the nations of the West into a closer-working 
and purposeful relationship. 

There is no doubt that the change in the Kremlin rule has promant 


about internal conflicts -and weakening in political controls indis- 
pensable to dictatorship. This is the Kremlin’s moment of weakness 
and the Kremlin is playing for time. It is up to us and to the free 
nations standing with us to take full advantage of this period of 
weakness in the Communist rule and to press forward as rapidly as 
possible the task of rearmament and economic reconstruction. 

I believe, Mr. Chairman, that the most important point that I can 
make here is that it is vitally important for the people generally to 
recognize that this is the time, this is the crucial moment, for us to 
exploit the weakness which is undoubtedly in that peculiar kind of a 
structure that goes with dictatorship, in the opponents and enemies of 
freedom, in the Kremlin. 

There is no question in our mind that that is true, and there is no 
question in our mind that the public interest can best be served by 
going forward courageously and without hesitation in the program 
that has been set. up. 

President. Eisenhower has submitted to this Congress a proposal 
for a 5-year Mutual Security Program. He has made specific recom- 
mendations for a provision in the coming fiscal year of $5.250 million 
for defense and defense support, and $550 million for technical and 
economic aid and assistance to economic development. 
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We wish to emphasize the need to reinforce the defense purposes of 
this program with adequate economic aid. As President Eisenhower 
said, “Military strength is most effective—indeed, it can be main- 
tained—only if it rests on a solid economic base.” And he cor rectly 
stressed the central point that our success depends on aid which would 
help the free nations “in eradicating conditions which corrode and 
destroy the will for freedom and democracy from within.” 

I might say, Mr. Chairman—I didn’t say so at the outset, but as 
members of the committee know, I served for 3 years as Director of 
the European Labor Division of the ECA from the beginning of the 
Marshall plan and have since that time followed very closely develop- 
ments in that entire program. My testimony isn’t just on the basis 
of that knowledge alone. Our work in the federation, and very close 
day-by-day work with the democratic institutions and particularly 
free trade unions abroad give us daily evidence of the fact that one 
of the most important things that we can do is not to say that all we 
are doing now is carrying on a strictly military defense project, and 
for getting : about ever ything we have said before. 

If we do that, we are going to create a terrific problem for ourselves 
and a terriffic problem, actually, for the administrators of the mili- 
tary program. They will be in difficulty; they will not get support; 
and will not be operating in the kind of climate that is necessary to 
have harmonious progress and speedy achievement in the rearmament 
itself. 

In urging Congress to meet the President’s request in full, the 
the American Federation of Labor submits the following comments 
and recommendations: 


1. Provide for 2-year, rather than 1-year programs. The basic 
purpose of the program is the long-term security of the United States. 
Defense buildup, sufficiently effe xctive to deter aggression, calls for a 
sustained effort over an extended period of time. Experience has 


shown that programing for only 1 year ahead is a costly and, in some 
ways, wasteful procedure. Sound, effective programing, and econ- 
omy of administration cannot be achieved unless the agreed-upon 
program objectives are set over at least a 2-year term. We ask that 
funds for the share of the United States in the Mutual Security Pro- 
gram be authorized on a 2-year, instead of the present 1-year, basis. 
Defense and economic programing undertaken by the cooperating 
countries should likewise be shifted to a 2-year base. 

If aid is authorized on a 2-year basis, what we would really like to 
see is an appropriation on a 2-year basis. Appearing here on June 2, 
in this present session of Congress, I would like to at least plant the 
seed of that thought. I know that thought has already been nur- 
tured, to some extent, in this session of ‘Congress, the necessity of 
long-term programs, and the witness who appeared here earlier em- 
phasized also the necessity of programing on a long-term basis. It 
could save us a great deal of money, and greatly strengthen the kind 
of programing that is being done, 

The defense buildup should also be on a 2 2-year basis. We have 
individual budgets, and individual legislatures 1 in different countries, 
and it is not an easy task, but that can be done if that rule is applied, 
now. 

2. Continue needed economic aid. We emphasize the need of pro- 
viding economic assistance to the few countries still in distress. I 
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would like to mention Greece first, and for a good reason, in talking 
about Europe, in particular. Greece, which fought Communists on 
its own soil until 1950, is today in the throes of a grave economic 
crisis. Its industrial unemployment has doubled since a year and a 
half ago. 

Mrs. Bouton. Why? 

Mr. SutsHKrn. It is an economic problem, for two reasons: First, 
the economic assistance provided by the United States that can be 

called economic assistance in any sense did not begin until 1950, 1948, 
1949, and half of 1950, were devoted exclusively to combating Com- 
munists right on the soil of Greece, and that is where the aid went. 
Right in the beginning of the recovery from devastation, in the initial 
period, 1950 and 1951, the aid had to be primarily devoted to dealing 
with human needs at the end of a civil war, the relocation of people, 
the reestablishment of destroyed facilities, and so forth. 

Agricultural rehabilitation played a very large part. So, actually, 
Greece is at least 3 years behind any other country that has been assisted 
in this progrm, and it hasn’t gotten very far, if you look at the figures 
and keep them on a comparative basis. It is a country with a tremen- 
dous industrial potential and a great will to live and work. We 
haven’t done the major things yet. The electric power project is 
still in the debating stage. Yet, without power, how can the industry 
be developed? Industrial unemployment has risen from 100,000 in 
January, 1952, to over 200,000, now. It is a new feeding ground for 
Communist agitators and they are still there in different forms, al- 
though they are suppressed. An adequate allotment of economic aid 
that would include the development of hydroelectric power and other 
resources would help put economic recovery of Greece on a basis of 
lasting stability. 

Austria, whose major part is still under the heel of oppressive Soviet 
occupation, and whose people, though unarmed, have as n indomit- 
able courage in resisting Communist subversion and penetration, must 
also continue to depend on a measure of our aid sufficient to help in- 
crease production and raise the standard of living. 

TI certainly shall not repeat it, Mr. Chairman, but I testified on this 
before, to this committee. I made a personal trip all through Austria, 
including the Russian zone, at one time. In my experience, in my 
whole life, I have never seen such human courage and determination 
in trade-union people who had Communist commissars breathing down 
their necks and who knew that people disappeared, with their families 
and children, and yet the people next door took right on the fight for 
resistance to Communist domination of their industrial plants. They 
took over the job to resist, and the result is that 95 percent of the trade 
unions in the Russian zone are actively anti-Communist today. That 

takes an awful lot of courage. Yet, for technical reasons, because 
of bank credits—actually, the economic-aid program in Austria today 
is frozen and it is a distressing thing to us. We are keeping in touch 
with the Austrian trade unions. The unemployment is growing. 
They need assistance in this isolated country. This is one area in 
which economic aid, now, in a very small amount, could pay tremen- 
dous dividends to us, right in the area in which the Soviet promise is 
being tested, today, that is, the Austrian peace treaty. But, what will 
happen when the treaty comes, and what comes after the treaty, when 
and if the Soviets agree to it? We have the responsibility for being 
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able to say that we have laid the foundation for building up the demo- 
cratic Austria that will be on the border of the Iron Curtain, and will 
be fully committed to the western democratic ideals. 

Italy must be helped further in its efforts to increase production 
and to solve its major problems of large-scale unemployment. In 
France, and 3 or 4 other countries, a relatively small supplement of 
economic aid is needed to help eliminate avoidable hardships imposed 
by the burden of the rearmament effort. 

In this connection, Mr. Chairman, I wonder if I might make a 
suggestion. I caught, in Mr. Vorys’ voice, when he was asking a 
question of the previous witness, some concern about the kind of thing 
that has been discussed in this committee for quite a long time. And 
one of the witnesses reiterated that point, that we don’t want to have 
give-away aid. It is the kind of thing that would help somebody to 
earn the doughnut and cup of coffee, instead of handing it to him, 
continually, that we want. 

I am not presenting a formula. I am not offering a program of any 
kind, but I am merely suggesting that it might be well for this com- 
mittee to ask Governor Stassen, the Mutual Security Administrator, 
or the Foreign Operations Administrator who will be in charge of 
this program to explore the possibilities of reciprocal services that 
might be given and that some of the countries today are most anxious 
to give to us in return for some of the aid that they are receiving. 

There are ways of pointing out possibilities of providing both in 
services, goods, and knowledge and facilities, that these countries 
possess, to help us in things that might be of extreme value to us on 
the basis of exchange and reciprocity for the aid we are giving. I 
am not raising a question about the loan program, although we know 
a good part of this has been on a loan basis and we know that many 
of the loans are good and will be paid later, but I am offering this 
as a possible method that might help in the acceptance of the kind of 
relationships that we are pursuing in this program. 

3. Encourage free labor unions. Free labor, with its support of 
America’s cause of freedom and true democracy has been from the 
outset at the core of the effort to achieve effective economic coopera- 
tion and mutual defense. In the years ahead, it is free labor, its pur- 
pose and its strength, that will decide the balance between the success 
and failure in the struggle for the free world. 

I don’t think there is any question about that, that the dependence 
is entirely in the arena in which the Soviet agression, internal aggres- 
sion, is concentrated. Their purpose is to capture, short of military 
action, the allegiance of the workers, and that is why this is so im- 
portant. That is why we are asking that sections 516 and 115 (k) of 
the Mutual Security Act be not only retained, but reinforced to en- 
able the Mutual Security Agency to encourage, where suitable, the 
development of free labor unions. 

4. Encourage free competition, increaséd productivity, and equit- 
able sharing of its benefits, while discouraging monoplies. The meas- 
ure of progress toward self-reliance in many of the countries in this 
program is their ability to break out of the binding restrictions of cus- 
toms and institutions which have served to foster cartels, monopolies, 
and a static economy in protected markets. The expanding economy 
of the free world as a whole, must be sustained by increasingly dy- 
namic economic organization. Sections 516 and 115 (k) of the act 





888 MUTUAL SECURITY ACT EXTENSION 


are vital tools for accomplishing this purpose. We ask that they be 
put into full effect. 

5. Relate purchasing policies and allocation of contracts to political 
and economic objectives of mutual security. Offshore procurement 
can and should be closely integrated with our program objectives. 

I am raising the question of offshore procurement, and I am raising 
it purposely, because it is our feeling that in the past there has been 
something of a failure to relate the procurement policies, the offshore 
procurement, to the kind of realities of the situations which they must 
meet, particularly in Italy, as a notable example. You have areas of 
unemployment, you have areas of available productive capacity, and 
you have areas of political checkerboard in which some plants and 
facilities are Communist dominated. In others, you have strong units 
that are supporting the western democratic ideal. And yet, you find 
procurement officers ignoring that kind of situation completely and 
negotiating particular contracts, as if they were conducting their 
negotiations at home in the United States, completely without regard 
to the kind of conditions and the kind of effectiveness that can be 
achieved by tying this to the basic considerations of our objectives 
in that country. 

Procurement officers should be under directives to give special con- 
sideration in the placement of orders to the political background 
involved in the use of production and transportation facilities abroad. 
No less important is the insistence on the maintenance of fair labor 
standards in the production of goods and services financed out of 
Mutual Security funds. 

6. Revitalize and expand point 4 aid to underdeveloped areas. We 
must redouble our efforts to extend technical assistance and other 
forms of aid in order to help raise production, welfare, and the stand- 
ard of living in the underdeveloped areas of the world. These pro- 
grams should go hand in hand with our work to help extend democ- 
racy and enhance national freedom of the people in these areas. 

All that these words spell is self-reliance. It means the provi- 
sion of simple tools. It means helping others take the next steps— 
not steps 100 yards away but the next steps they can take right in 
front of them that will enable them to make progress, and that is one 
of the problems in the point 4 program that has to be met. It has 
to be a realistic program and a practical program. 

In this I would like to comment on the question that came before 
this committee this afternoon and that is in relation to the political 
objectives. We have no question but what we have one basic national 
interest objective which simply cannot be divorced from what we are 
doing. What we are doing is in the face of these realities: a large 
portion of the world captive in Communist hands and a large portion 
of the world which is free and a large portion of the world which 
does not know. And we should ask today as a matter of just plain 
fact in terms of uninformed people—millions of people—do they 
know? I am not sure we can answer that. Probably they do not. 
If they do not, we can accomplish a great deal more by dealing with 
the kind of situations particularly in the undeveloped areas by simply 
providing on the positive basis and no other, their ability to advance, 
to show that we are for their economic advancement. 

That is where we serve our political purpose. But'to say that we will 
only provide help after having weighed carefully in the balance— 
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particularly in the case of technical assistance, particularly in pro- 
viding help through tools and changing methods and enabling them to 
use More power and fewer oxen—in rendering that kind of assistance 
we would be foolish, of course, to say that this is only related to rearm- 
ament, defense, or a military purpose. 

I can only reiterate what I think we have said, as my organization 
has said, and I have repeated before this committee, that one of the 
strongest assets that we have in this program at any time, and per- 
haps have not fully developed, is that we, the Uwited States, are the 
champions of self-advancement, that we are the revolution, that we are 
the opponents of oppression and enslavement and that we carry the 
knowledge to these people that will enable them to do the things them- 
selves rather than have somebody else do it for them. 

7. Emphasize the cooperative character of the program. We ask 
that the multilateral character of the program be not reduced, but en- 
hanced. Separate bilateral agreements with individual countries on 
matters of common concern serve to break the unity of purpose which 
the Mutual Security Program must maintain. 

The American Federation of Labor has played a vital part in the 
formulation and development of the economic cooperation and Mutual 
Security Programs. Workers of America have contributed a major 
share toward the cost of its realization. They are willing to shoulder 
these costs in the future with confidence that they will pay rich divi- 
dends in strengthening freedom and assuring the winning of a just 
peace, 

The A. F. of L. is working closely with the free trade unions in all 
parts of the world and is helping reinforce the International Confed- 
eration of Free Trade Unions. The 65 million workers in these free 
trade unions are the strongest bulwark the world has today against 
the external and internal aggression of Communism. 

We don’t believe that the threat of Communist aggression his dimin- 
ished. Congress must make good on America’s pledge of mutual assist- 
ance to her allies and friends, to the end that America would not be 
facing the threat of communism alone. 

Mr. Smiru. Thank you, sir. 

Are there questions ¢ 

Mrs. Boiron. Yes; I have some questions. 

Mr. Vorys. I always learn from Mr. Shishkin when he is here and 
I regret that I cannot ask him questions because I have an engagement 
in my office right now. 

Mr. Smirn. Mrs. Bolton ? 

Mrs. Bouron. I am wondering about this: The A. F. of L. did so 
much in Europe at the time of the Italian elections and so on. 

Are you continuing the program of actually sending your people 
out and doing things abroad in the unions? Are you following through 
with that, or has that moment passed and is it not necessary now ¢ 

Mr. Sutsnkin, We are doing a little more now than we did before 
but we are doing it differently. We are not past the stage at which 
we were at the end of the war. In most of these countries there are 
strong, well-developed, anti-Communist national trade union centers. 
We are responding to what they ask for. I think that is the best way in 
which we can serve them. 

In Italy they are on the verge of another election, but the A. F. of L. 
is doing what it can only to respond to the Italian workers’ invitation, 
without any interference in the internal political situation. 
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Mrs. Boron. You say, “the workers of America have contributed 
a major share to the cost of its realization.” 

Mr. Suisuxry. I mean the cost. We have all shared the burden. 

Mrs. Boiron. “They are willing to shoulder these costs in the future 
with confidence.” 

Does that mean you are willing to go on paying very high taxes to 
make this thing happen ¢ 

Mr. SuisHxrn. Since I have come back from Europe I have been to 
all 48 States. I have been all around the country and I have gone to 
the local union meetings and talked to the people at the rank-and-file 
level, the people from ‘the machines and the mines and the plants. I 
think there is a very profound understanding now that this cost must 
be continued. There is fear that it will not be. There is fear that if it 
is not, they will have to pay a much higher price, a price of war and 
the kind of rearmament that wars bring. 

Mrs. Boiron. Now, in order to focus my questions and bring this 
right down to my own district: Can I depend upon the A. F. of.L. in 
my district to go out and sell the idea to the people of my district? 

Mr. Siskin. We are selling it now. 

Mrs. Bouron. Are you going really to do it? When I go home they 
say, “Get those taxes down. Stop giving abroad.” 

I have just been home over the weekend and I am a bit bruised and 
black and blue. Because I believe in these programs and I believe 
we should go on with them. 

Mr. Smiru. I can confirm Mrs. Bolton’s statement. It is the exact 
reaction I get. 

Mr. SuisnHxrn. These things vary. Of course, people want to have 
taxes down. It is a natural thing when they have to pay them. But 
when you ask about what and which and really get a discussion and 
talk about the cost and the share of this cost in it, I think that a great 
many people begin to really thoroughly understand that this portion 
in itself is not a i arge portion and that defense comes first. 

The next time you go home, Mrs. Bolton, I will be glad to provide 
you with some rather heavy ammunition. 

Mrs. Bouton. Are we going to lower the tariff? What is that going 
to do to jobs in this country? I get that, too. 

Is organized labor prepared to meet the problem of shifts in oceu- 
pation, if necessary, in order to make it possible for some of those 
countries to deal with us, and we in turn deal differently with them, 
with a lower tariff between us? 

Mr. Suisnxrn. You know the A. F. of L. has supported the recip- 
rocal trade program from the beginning. 

Mr. Smiru. Some of the unions do not. 

Mr. Suisnxkin. There are 12 national unions out of 110 who are op- 
posed to the program. 

Mrs. Bouron. And they do make a great deal of noise. 

Mr. Suisnxrn. I can count them on my finger tips and I can tell 
you that some of them have a very real problem. 

Mrs. Bouron. I know they do and that is why I say what can we 
do to shift from one employment to another if the original employ- 
ment is done away with because of the imports from ‘Brondl That 
is a dramatic picture of the situation. 

Mr. SutsuxKrn. I must say the officers of many unions are assuming 
a tremendous burden of responsibility because to convince someone, 
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even though it is a small group, that it might be good for the welfare 
of the country as a whole for them to be a little hurt is a very difficult 
task. 

Mrs. Bouton. If I say anything about it, I am apt to be critized, 
which, of course, I can take, but I shall appreciate your information. 

Mr. Suisuxrn. You will get it. 

Mr. Smiru. Thank you, Mr. Shishkin. 

The hearing will adjourn until 10 o’clock tomorrow morning. 

(Whereupon, at 4:55 p. m., the committee adjourned to reconvene 
at 10 a. m., Wednesday, June 3, 1953. 

(The following statement has been submitted for inclusion in the 
record 3) 


GENERAL FEDERATION OF WOMEN’S CLUBS 
LEGISLATIVE RESEARCH DEPARTMENT 
WASHINGTON 6, D. C. 


CONTINUED APPROPRIATIONS FoR UNICEF (UNrTeEp NATIONS INTERNATIONAL 
CHILDREN’S EMERGENCY FUND) 


I am Sally Butler, legislative research director of the General Federation of 
Women’s Clubs, which has a membership of 5% million women in the United 
States, with a voting membership of 815,000. The general federation supports or 
opposes legislation only after it has been given authority to do so through 
resolutions adopted at national conventions. 

All except emergency resolutions are mailed in the convention call to member 
clubs 6 weeks before the national meeting. This enables them to take action 
and, if desired, instruct their delegates. 

The General Federation of Women’s Clubs, composed as it is of many of the 
mothers of the United States of America and of the world, deplores the fact 
that there has been an inclination on the part of Congress to cut the appropria- 
tion which has been set up to care for the children whose lives have been shat- 
tered by the evils of and aftermath of wars. 

As American women our members in the United States are aware that we 
must balance the budget of the United States Treasury. But we feel certain 
it is not a good policy to let the children who need rehabilitation and proper 
eare suffer further. We believe such a policy would likely result in losing friends 
for the United States rather than making friends. We know you cannot buy 
friendship, We know, too, if we help to feed, clothe, and educate we make it 
possible for children to grow up into healthy young people. The knowledge that 
the United States of America helped them when they needed aid most will likely 
cause them to become citizens who will understand that the United States has no 
greedy purposes. These young people who are tomorrow’s citizens will know the 
true greatness of our beloved country. 

We, therefore, feel that the United States should continue to participate in the 
work of UNICEF by continuing its contribution to the fund, and would urge 
authorization for the full amount as it appears in the 1954 legislation being 
considered. 


83064—03 Us 
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WEDNESDAY, JUNE 3, 1953 


House or RepresENTATIVES, 
Committee on Foreign AFFatrs, 
Washington, D. C. 

The committee met in executive session pursuant to call in room 
G-3, United States Capitol, at 10:05 a. m., Hon. Robert E. Chiper- 
field (chairman) presiding. 

Chairman CrrperFirecp. The committee will come to order, 

Mr. Woop. We will proceed, Mr. Chairman, with the point 4 pro- 
eram, Mr. Andrews being the chief witness. 

He wishes at the outset to make a statement on the subject of the 
tractor program, in order to clarify something that was unclear the 
last time he discussed it. 

Mr. Andrews. 


STATEMENT OF STANLEY ANDREWS, ADMINISTRATOR, 
TECHNICAL COOPERATION ADMINISTRATION 


Mr. Anprews. I would like to briefly comment on 2 or 3 questions 
and 2 or 8 notices, which the committee notified me at the close of the 
session, the other day, that I would be expected to talk about today. 

One of them, of course, is the tractor problem which the chairman 
brought up. 

I was a little confused when you spoke of Ethiopia the other day. 

If you ask me if we are buying tractors and sending them to certain 
countries, I would say yes. We are spending money in the direct. 
financing of tractors in a couple of areas on a pretty large scale. That 
isin India and Iran. They are really a part of the program out there. 

We are buying tractors and bulls and jackasses and chickens and 
other things for quite a number of other countries, but mostly and 
chiefly for demonstration purposes or to go into a research station or a 
college or some field demonstration. 

The programs for India and Iran, of course, go back to 1951, before 
they were placed under the Act for International Development, and 
when there was put into that record and put into that bill and into 
the appropriation for that year, a considerable amount of machinery. 

The impression was formulated that one of the parts of the point 4 
program was to tractorize the world. That idea was knocked out, 
and I think wisely, by the Congress, and it was not the purpose, I 
think, of Dr. Bennett, and it is certainly not my purpose, to try to 
tractorize 2-acre farms, but in Iran you have a part of the world there 
that has very large areas, you have areas in Iran that look a great 
deal like the area around Ludbock, Tex. It is rich, it is land that has 
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been overgrazed principally, and yet you have a country that will 
grow wonderful wheat, and yet you have a country that about half 
the time is chronically short of food. 

In this particular case when the Russians withdrew from <Azer- 
baijan, they took with them nearly all the camels, all the motive power, 
und practically everything else that the people in that area had to 
farm with, and there was actual starvation of farm people in that 
area last year. 

I wish I had brought to this committee room this morning, the 
bread and the things that they were eating in that part of the world 
Jast year. It was chopped up and hammered- up straw mixed with 
potatoes, and it made a sort of a pancake which they cooked in a clay 
oven. 

We decided to try to jump from the wooden plow to the tractor in 
that area, and we did buy and are buying and are sending into that 
area, considerable tractors and the committee probably does not recall, 
but in the Senate last year, I told Senator Fulbright that if this 
appropriation passed and they gave us that, we were going to send 
those tractors up there. They are going up there. 

I will not say it is because of the tractors because frankly, most of 
them did not get there, but because of an operation in that part of 
the world last year, that Urbania has a bountiful harvest and is 
actually shipping wheat out of Azerbaijan down into the other parts 
of Iran. It was a combination of good circumstances, excellent or- 
ganization on the part of some Americans helping some Iranians, and 
our getting some seed wheat in and getting a crop planted. 

In the case of India we are shipping tractors into India in the 
valley development part of that country. 

You can farm all right without a tractor, but when you go to bull- 
dozing out stumps and cleaning up land that is being opened up in 
great areas, it takes heavy equipment. India is buying a great deal 
of it herself, but we are, as a part of the grow-more- food program 
out there, sending in a certain amount of this heavy equipment to 
clear up and prepare the land after the big dams and other things are 
being built. 

Back here is a picture of the Hiracud Dam which the Indians have 
been working on for 3 or 4 years. When this river development is 
finally worked out, it will open up 800,000 acres of land. 

Now, that dam is being built partly by basket labor. You see some 
basket laborers there carrying stuff on their head. 

This equipment down at the left is Army surplus, and I do not mind 
telling you that we sold it to India. It is about 40 to 60 percent 
inoperative right now because of lack of spare parts and the lack of 
knowing how ‘to maintain it and that sort of thing. 

We have a technician on that general project, on the laying out of 
the land. We are putting technicians in there to help t Sb repair 
and help them take care of that equipment and pat it in operation 
and if th 1e special economic aid provision of this bill is approved by 


the Congress, they will spend about $3.5 million for spare parts which 
will go into that machinery out there and will go into that particular 
thing. 

The objectives as we see it of the technical assistance program are 
to increase the productivity of the country and of the people, and to 
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do the basic things that will make it possible for that country to run 
on its own feet. 

We feel by enhancing and speeding up the getting of this land into 
cultivation and getting people on it is one of the quickest ways to in- 
crease this capacity. 

Chairman Currerrietp. Mr. Andrews, what is India doing for us? 

Mr. Anprews. Sir, I will have to ask the political people to make 
that statement. 

Chairman Currerrterp. Or Pakistan? There is not one Pakis- 
tanian in Korea. 

Mr. Anprews. I will have to say this, sir: It is a policy, as I under- 
stand it, of our Government, to offer this technical assistance and 

technical aid to countries that want it and who need it and who are 
willing to try to help themselves. 

As the Administrator of the program, I simply say, “Where can we 
help?” and if we can help and apply something to that job, we try to 
do it, sir. I will have to tell you that I do not get into the political side 
of it. We do not dare to, sir. We are just technicians and we go 
ahead. 

Mr. Dulles, or somebody else, can possibly answer that question. 

Mr. Cuaruam. I can tell you one thing they are doing. 

They are giving us great quantities of jute and burlap. Several 
vears after the war groups of farmers came up here to try to get jute 
and burlap which is the historical thing that the farmers use for 
bagging fertilizer and for their crops. We could not get it and the 
cotton mills of the country went into cotton bags at gre: atly increased 
cost. Now this jute and burlap is flowing at an extremely low price 
and our cotton people are screaming that they are losing a market. 

It has historically been a jute and burlap market. We are getting 
it in quantities larger than ever before. 

Mr. Woop. Mr. Chairman, I think that the return to us from our 
joint efforts with India is something that is hard to measure in terms 
of material things. I think it has been the feeling—and it is obviously 
up to the Congress to decide—whether it is the right policy, as Mr 
Dulles said yesterday i in this committee, that India with its some 350 
million people is an important area to retain in the free world. It is 

comprised of an important group of people located in a very strategic 
position. If they were not friendly to us and did not maintain con- 
ditions of peace and stability, India might constitute one of all too 
many threats to the free world and our own security. 

[ think the basic rationale for special assistance stems from that 
— concept. I think we could talk a long time about that. How- 
ever, I do not think it is necessary, unless the committee has some 
special questions on this subject, to go into something with which I 
believe the committee is quite familiar. 

We do get, of course, some sizable amount of strategic materials 
from India, but it is this broad concept of the free world and India’s 
and our part in it which, I think, underlies our interest in India. 

I do not know whether any of the people present from the State 
Department would wish to add something to that statement. 

Chairman Curperrretp. You usually cover the subject very well. 

Mr. Anprews. I would like to make it perfectly clear what we are 
doing in this program. The Congress is the Supreme Court so far 
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as we are concerned and if we are doing it wrong, we want you to tell 
us SO. 

There are other instances where we are bringing tractors in for 
demonstration purposes where it does seem likely that tractors would 
contribute or make a means of increasing the food supply of the 
country. 

Bolivia is a country that has lived off of tin for centuries and years. 
Bolivia is right on the verge of cracking up at the present time due pri- 
marily to the fact that the market for tin has gone down, their mines 
have been nationalized to some extent and there is a bad problem down 
there. 

Yet in eastern Bolivia there is an area the size of Texas that is very 
sparsely populated and you can grow practically anything down there 
that you want to grow. 

We have, through the use of tractor pools in similar areas, shown 
how to clean up the small brush over that area and open it up to culti- 
vation rather quickly and I imagine, sir, if the 1954 appropriation 
is put through for Latin America as it is now standing, that probably 
part of that appropriation might well go into Bolivia for tractors 
in the cleaning up of this great eastern area. 

That all involves this problem of supplies and support for tech- 
nicians, versus the cost of technicians. 

Mr. Vorys. Mr. Chairman, is this a sort of general discussion of 
point 4? 

Mr. Anprews. I am answering this tractor question, sir. 

Mr. Vorys. I am trying to get the program. 

Mr. Anprews. I am following the bureaucrats practice of making 
a speech instead of saying yes or no, sir. 

I would say this, I know there are members of the committee and 
I know there are Members of the Congress who feel that this should 
be strictly technical, but it is my considered judgment that if we can- 
not back up our technical people in the field with a minimum amount 
of supplies to get these programs started, that we had better not send 
them out there because our own people will be frustrated, the coun- 
tires themselves will be very, very disappointed and we simply will 
not get the things done as they should be done. 

There are instances where a pure technical operation of guidance 
and advice does suffice, but you will get quicker results if you can 
support that with certain supplies to get the Congress started. 

Chairman CH iPERFIELD. Sometimes the Congress gets frustrated too, 
you know. 

Mr. Anprews. We are all somewhat that way now, sir. 

Mr. Vorys. What would you say when supplies are 12 to 1 as op- 
posed to technicians? 

That is about the way it runs through this bill. 

Mr. Anprews. I would like to put in the record the actual record 
of the supplies versus technicians. 

(The information referred to is as follows:) 
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Mr. 
1, sir. 

Mr. Vorys. You refer to dollars for supplies as opposed to dollars 
for technicians ¢ 

Mr. Anprews. That is right. 

Last year, this committee, as well as the committee in the Senate, 
thought that a ratio of 4 to 1 was certainly high enough. 

In 1953, our ratio is3.5to1. This year, that is what we are spending 
in supplies. 

In the 1954 program as planned and as it is before you, the ratio will 
be 1.5 to 1. 

The whole purpose is that there are certain things that you very 
nearly have to spend to get these programs started. After you get 
them started, the country itself puts more money in and your program 
begins to go and you move on out in a very definite way. 

Our experience has been that the supplies go down as the project 
continues. 

Mr. Woop. Your figures cover just the regular technical progress 
and development program; they do not include the special economic 
assistance ¢ 

Mr. Anprews. That is right; that is a different story altogether. 


and local costs (almost wholly local employees’ salaries 


Anprews. In 1952, the ratio of supplies to technicians was 8 to 
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Mr. Vorys. You commented on India. There are lots of places 
where technical assistance has nothing to do with war recovery. I 
do not know just what it does have to do with, except the attempt to 
buy friends. We had a very interesting group come here yesterday 
afternoon from your technical advisers on agriculture, who started 
off with their first point: that we have found we cannot buy friends. 

In European recovery, we were trying to accomplish war recovery. 
In many places, I cannot e xplain what our purpose is when we supply 
massive economic aid above technical assistance. I heard what you 
said about India and Pakistan. It was not very convincing to me, 
but maybe it was and will be to others. 

Mr. Anprews. Sir, may I take just a little time to try to explain 
what we are shooting at. 

Take Pakistan. Pakistan is a new country. It is a country that 
formerly was a surplus producer of practically everything in the way 
of raw material. Pakistan as this committee well knows, 1s going to be 
in here, or rather our Government is going to be in here asking prob- 
ably for anywhere from 700,000 to I million tons of wheat to keep 
that country from litterally blowing up. Now, why is that condition 
that way? In the first place, 30 or 40 or 50 years ago, when they put 
in the irrigation ditches in the Indus and Ganges Rivers, they were 
using the Egyptian system of irrigation which ‘ignored the fact that 
sooner or later, as you put water on land, your w vater table rises and 
the day will come when your land salts up, because it does not drain 
from underneath. That day has arrived in Pakistan now, and it is 
perfectly possible unless something is done that the Indus Basin, 
which is one of the richest areas in that country, will completely go 
out of production. It will become a desert like parts of the Tigres- 
Euphrates Basin, or something like that. 

That, plus the lowering of the monsoon, the water that comes down 
into the Indus and into the Ganges, plus some ill-advised economic 
policies, plus some ill-advised price policies on their grain, has that 
country on the verge of starvation right now. 

Chairman Currrrrietp. Why is that our problem ? 

Mr. Anprews. I am not saying it is our problem at all. I am just 
saying it is on our doorstep in the form of a $100 million request for 
grain to keep a country from blowing up. 

Now, as a technical-assistance outfit, what can we do to correct that? 
The assumption is that technical assistance is supposed to help do the 
basic thing that will help that country help itself. 

In this country, in the Salinas Basin and also in parts of Utah 
and Arizona, we learned that in digging an irrigation ditch you 
also have to dig a drainage ditch and you also have to pump this water 
out and wash water through it and keep that salt down instead of 
letting it rise. 

Therefore, we have in here as a part of this money and a part of 
this equipment we are talking about here, in this year in Pakistan, an 
amount which will go toward drilling some test wells which will 
bring the water up from great. depth to wash the salt back down and 
perform a system of drainage of the irrigation ditches. It will drain 
off this salt and keep it down. 

If that system succeeds (1) you will stop this loss of land and loss 
of productivity from salting up, and (2) you will enable Pakistan 
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along with us to make a major effort there to reverse a trend. They 
are ¢ losing 30,000 acres of the best land they have in that country per 
ye due to salting up and bad irrigation practices and drainage 
pr ackis es. 

As far as we are concerned, our technicians and people are abso- 
lutely convinced it will work and if it does work you can reverse the 
trend and you can get Pakistan back into production again to take 
care of herself and feed herself and she will not be over here begging 
from us to keep from starving. 

Mr. Vorys. This is extremely interesting to a city fellow who does 
not understand agriculture very well. What you have just said here, 
do they know that in Pakistan? 

Mr. Anprews. Yes, sir; very much, and they are very alarmed 
about it. 

Mr. Vorys. Then, they are all fixed up, are they not ? 

Mr. Anprews. Well, it takes money; it takes organization; it takes 
people 

Mr. Vorys. They have people. 

Mr. Anprews. You did not let me finish my sentence, sir. I said, 
“that know-how to do it.” 

There is lots of “know.” There is lots of “know” in India; perhaps 
more than there is in this country, but there is very little “how.” 

Mr. Vorys. You have given us an extremely interesting bit of ag- 
ricultural information. I wish you would give me the political, the 
diplomatic, the overall information as to why this problem for which 
Pakistan, as you outline it, now has the ans»er is our problem. 

Mr. Woop. We have here, from the State Department, Mr. Kennedy, 
but we thought it would move matters along more rapidly if we fin- 
ished the Near Eastern area first and then went on to South Asia. 
Mr. Kennedy could discuss your problem in the context of Pakistan 
at that time. We also have Mr. Loftus, from India, with us, and he 
is prepared to go into considerable detail on the economic aspects of 
the Indian problem. 

Chairman Cuiprerrretp. Mr. Vorys has asked a very simple ques- 
tion. I think we ought to have an answer now. 

Mr. Vorys. The reason I followed up on Pakistan at the risk of 
being out of order is that this explanation has to be in such terms 
that it applies in principle not only to Pakistan and India but to the 
Near East, to Latin America, to the whole planet, I have sat in the 
U. N. as a delegate from the United States. They have a program 
where they say they are going to do these things for the entire world 
and it will only take $19 billion, and since none of the nations have the 
dollars, they have gotten up, over American objections, a recovery 
and technical development plan for the whole world. Our objection 
was that they know where the money must come from, that we are 
not going to put up such money, and we told them that we did not 
think they should adopt a plan that is no good at all unless the United 
States puts up the money when we are not going to do it. 

I heard the delegate from a South American country say, “Well, 
the American delegates do not know what they are talking about. 
The spirit of America still lives. If we get up the plan they will 
come through with the money.” 

Now, it was based on the obvious needs of the entire world. The 
explanation that is in order right now for Pakistan should be in terms 
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that fit the entire world and show why it is that we picked some places 
to do things and other places where we do not do things and so forth. 

Chairman Currerrietp. Is there anyone from Pakistan over at 
Korea ? 

Mr. Vorys. No doubt we are going to hear right now just a brief 
statement of principle. 

Mr. Cuatuam. Will the gentlemen yield ? 

Mr. Vorys. Yes. 

Mr. Cuarnam. I think your question has to be addressed to the 
Secretary of State and the President. I do not think Mr. Andrews 
‘an answer that question. 

Mr. Vorys. Maybe he can. 

Mr. Cuatuam. It is a question of high policy. 

Mr. Javits. Will the gentleman yield at that point? 

Mr. Vorys. I yield. 

Mr, Javits. I agree with the gentleman that there ought to be a 
principle upon which we furnish goods in addition to technical aid, 
and I would hope very much that principle has been so clearly enun- 
ciated that even these gentlemen in the State Department second eche- 
lons would know the answer, but I would like an opportunity when 
they give us the answer to question about it. 

Mr. Vorys. What is your directive ? 

Mr. Anprews. The original act, the Act for Internationa] Devel- 
opment says that we will offer technical aid plus some supporting 
supplies or money, to the end that the standard of living of free 
peoples may be increased. It further says, countries willing to help 
themselves. 

When we go into a country it is first at the diplomatic level. Our 
Ambassador and the foreign office mutually agree that there is need 
for a program or it is politically or otherwise expedient for a pro- 
gram. At that point and that point only do the technical people 
come in. 

We then take our technical people, meet with the technical people 
of the country and decide what we can do together that will best meet 
the objective of assisting this country to raise its standard of living, 
and that means, as we have all said before, in this very part of the 
world we are dealing with, nearly two-thirds of the free world are 
the people where there is the most hunger. There is less food, and 
more people hungry. 

In these 35 countries we are working in right now, there are people, 
half of whom are not eating as well as they were 20 years ago. There 
are those who are not clothed as well as they were 50 years ago. 

The need is to tack things together that will increase the food pro- 
duction and increase the production of things they can either sell to 
get their c lothing, or at least produce it themselves. 

Sometimes it is better to exploit your mineral resources and get 
your trade and buy the things from other countries. In other cases 
it is better to develop your small industries and make your clothing, 
and so forth. 

However, agriculture is the first thing. How do you attack agri- 
culture? You have to attack it with a small amount of money? You 
cannot build a big dam and a big irrigation system everywhere. You 
have to start with what you have. 
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If it is a wooden plow, you have to start with a wooden plow and a 
man. Seed is usually the first step. When you go from seed you go 
maybe then to cover crops or commercial fertilizer or something of 
that kind. 

I can show yuu pictures indicating that you can increase produc- 
tion from 20 to 50 percent without very much genuine effort and 
without too great an expense. 

The problem then that follows that is to get this fertilizer that the 
man learns to use and get this little 5-inch plow into that man’s hands. 

Two-thirds of the people we are dealing with use this plow right 
here. This is the plow that has been used for about 4,000 years, 

Here is a little 5-inch plow that has been introduced in India in quite 
a number of places. You cannot use cover crops in an agricultural 
system with this plow because it is just a scratcher that goes along. 

If you grow cover crops and want to get the best with the least 
expense, you jump to the other plow. 

Chairman Cnuiprerrretp. Why can they not do it for themselves? 

Mr. Anprews. Well, take India. I doubt whether the total steel pro- 
duction of India would make that plow for all the farmers of India. 

Mr. Sutra. How much would that cost ¢ 

Mr. Anprews. It would cost $2.76. 

Mr. Smiru. They cannot get the money for that kind of a project? 

Mr. Anprews. They have not the steel. 

Mr. Vorys. The Tata Iron Works is one of the biggest in the world. 
Why do we not check on that to see whether the iron works could han- 
dle that project ¢ 

Mr. Woop. Mr. Loftis may be able to answer that question right now. 

Mr. Lorrus. The total steel production is 1,200,000 tons a year. Tata 
is a big plant by oriental standards, but it is a tiny fraction of any 
large American steel plant. The production at that plant alone is 
790,000 tons. 

Mr. Vorys. What is the total, then ¢ 

Mr. Lorrus. One million, two hundred thousand tons a year. 

Mr. LeComrerr. That would be about 1 percent of our production. 

Mr. Vorys. I understand one of these plows weighs about 16 pounds. 

Mr. Anprews. Not that. The CARE plow does weigh 16 pounds. 
This one weighs 514 pounds. 

Mr. Vorys. I have heard it stated that if India had 60 million steel 
plows, they could double their food production in a year. 

Now. will somebody multiply 60 million by 16 pounds and see 
whether that comes to a million tons? I do not think it comes to any- 
thing like that. 

Mr. Woop. There are other requirements for steel in India, Mr. 
Vorys. 

Mr. Vorys. I am challenging his statement. I am just challenging 
his statement that there is not enough steel in India to furnish the 
plows. It isnot true. That is the answer. 

Is it true or not that a million tons of steel will make 60 million, 16- 
pound plows? 

Mr. Woop. I have not done the arithmetic but it is obvious that if 
you devoted all the steel production of India solely to plows you would 
have more than enough to make those plows. I do not think Mr. 
Andrews intended to give the impression that there was not enough 
steel in India to make these plows if all of it was devoted only to that 
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purpose. If he did, I think he was wrong and would admit it im- 
mediately. 

Mr. Anprews. I certainly was and was not intending that. 

Mr. Javirs. I would like to bring out some things on this particular 
point. You are not giving us any criteria for your judgment, or 
for the judgment of the Government. Certainly there are criteria. 
Do you propose economic aid in any country that has no strategi 
interest in the United States ? 

Mr. Anprews. Not economic aid. 

Mr. Javirs. Is it not a fact therefore that the first thing you ascer- 
tain in whether or not there will be economic aid is whether or not 
that state has a strategic interest—a major strategic interest for our 
country ¢ 

Mr. Anprews. That is right. 

Mr. Javirs. Do you evaluate whether that economic aid is essential 
to your rendering of technical assistance 4 

Mr. Anprews. In a broad way, yes, sir. 

Mr. Javirs. Take a practical example: In Pakistan suppose you 
rendered no economic aid whatever, what would be the limitations 
placed thereby upon the technical assistance program / 

Mr. Anprews. About all we could do would be to build and put in 
these few demonstrations wells that we are putting in and show a 
little but we could do very little by way of impact on it. Pakistan 
is unable to do it, they say. 

Mr. Javrrs. What would be the size of the technical assistance pro- 
gram in Pakistan, as compared with its present size, if we gave no 
economic aid ¢ 

Mr. Anprews. About half. 

Mr. Javirs. What evaluation do you make as to the financial capa- 
bility of a country to get for itself this economic material before you 
put it in the program for economic aid? 

Mr. Anprews. You say economic aid. I am getting all mixed up 
here between the strictly technical aid with supplies, and the overal| 
economic aid. 

Mr. Javits. I gather that the area of our inquiry this morning— 
which I think is extremely sound, incidentally—is what do you do 
between technical aid and economic assistance. There is a certain 
amount in here for economic material and not services. 

My colleague and I are getting from you the justification. 

Mr. Anprews. The justification is that if you are going to do the 
job in Pakistan to get it back on its feet and get it out of the bread 
line, Pakistan has got to spend a great deal of money, and I mean a 
great deal of money, and we are going to have to assist-them in that 
economically. Take this irrigation problem. That alone is going to 
take millions and millions and millions of dollars to get that thing 
worked out. 

Take for instance a pump. You put a pump in this well that brings 
the fresh water up and washes the salt down. The dollar component 
of that ranges anywhere from $3,000 to $5,000. The well itself costs 
about $18,000, and Pakistan has got to put up the money with their own 
effort on that. If they are out of dollars, if their foreign exchange 
balance is out, they have to get it from somewhere or they do not have 
the pump. 
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The pump comes from the Johnson Pump Co. in California. 

Mr. Davies What does the State Department say as to the political 
justification for this size program in Pakistan, and what are the 
alternatives ¢ 

As I understand it, from Mr. Andrews, if we do not have economic 
aid then technical assistance is cut down 50 percent and is not very 
consequential. 

If we are going to have this program, what is the alternative that 
faces us if we do not put up the money for both economic and tech- 
nical assistance ? 

Mr. Woop. I am glad you asked that question. It seems to me that 
a far better answer was given to that yesterday by Secretary Dulles 
and Mr. Stassen than I con'c give. I could recapitulate it very briefly. 

Chairman CurrerrreLp. Mr. Javits is an excellent witness himself. 

Mr. Woop. Mr. Dulles, I think quite eloquently and yet in a very 
down-to-earth way, pointed out yesterday this great border facing 
on the Soviet Union. 

(Discussion off the record.) 

Mr. Woop. They finally came to the conclusion that there were two 
rather strong points in the area on this 5,000 mile border of this area 
with the Soviet Union and its satellites, one of them on the west, 
Turkey and the other on east, Pakistan. And there was the strategic 
and political basis for our interest in Pakistan or Turkey or any of 
these other areas. 

(Discussion off the record.) 

Mr. Woop. Would you like me to do that now or at some later time ¢ 

Chairman CuiprrrreLp. We have heard much about the instability 
of the Near East. Yet we are asked to give military aid to that area. 
I doubt if that will be done. 

Mr. Woop. Mr. Chairman, General Stewart did cover that point. 
I think perhaps it was not made entirely clear that this is asked as 
an availability for use in any of these countries if we do succeed in 
developing somewhat greater stability—— 

Chairman CurperrreLD. I wonder if theré is a chance. 

Mr. Woop. It may not be used but again it seems to me, as I said 
to Mr. Smith in response to a question that he asked the other day, 
that it would be most desirable if we could develop a situation where 
it would be useful to further increase the security forces in these areas 
to prevent subversion, to maintain public order, and to start on the 
course of developing an ability to resist aggression. Under these 
circumstances, I believe that we would be derelict in our duty to be 
watchful of the interests of the security of the United States, if we 
failed to recommend the inclusion of funds that might be used to 
further such an end. We ought to recommend to the Congress and 
let it decide whether it wishes a program for this purpose to be carried 
out. Unless it was in the security interests of this country and unless 
our military, our State Department, and our Central Intelligence 
Agency people felt that the use of this fund for this purpose in these 
countries would be desirable and safe, it would not be so used. 

Chairman Curperrieip. I am sorry I got off the subject. 

Mr. Woop. Let me get back to the question. 

Chairman Currerrie.p. I heard Secretary Dulles and Mr. Stassen 
yesterday cover the subject after an on-the-spot examination, I heard 
them tell us that it was not possible. 
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Mr. Woop. If it is not possible it will not be done. 

Mr. Merrow. Turning to technical assistance, as I understand it. 
there are only three countries, India, Pakistan, and Iran, who are to 
have special developmental aid. 

Mr. Garptner. We have asked for additional funds for the Arab 
States and Israel. 

Mr. Merrow. $140 million outside of technical aid. 

This special developmental economic aid I thought was applied 
to these three countries. You said developmental assistance—some 
one made the statement here that India, Pakistan, and Iran were in 
volved. 

Mr. Garpiner. I think yesterday it dramatically was expressed the 
interest we have in the southern border of Russia. There is 5,000 
miles of border and there is a common thread that runs through there 
of interest to us. As Mr. Stassen pointed out, sir, in a sense India 
and Pakistan are in competition with a different form of government 
in China. They feel that it is necessary to help the Indian Govern 
ment, which is a free government, develop its resources more speedily 
than they can be developed with funds and other elements available to 
India and Pakistan. They have the same feeling and in the Arab 
States and in Israel, In Israel and the Arab States, as you know, 
there is an additional element there. We are cleaning up, if you like, 
the aftermath of war or conflict. We have great pressures of popula- 
tion who are penniless and who cannot hope to survive unless they are 
helped with outside skills. 

My understanding of the testimony of the Secretary and Mr. Stas- 
sen was—I was present in the room yesterday—that they supported 
this program in the sums that it be presented for economic aid. 

Now, there is special reference to these sums, Mr. Merrow: Page 11 
of the basic data book indicates a request for the Arab States, Israel, 
and Iran, of $140 million, of which we have illustrated in the TCA 
presentation, $10 million to supplement technical assistance to Iran. 
The balance of the funds would be available to Israel and the Arab 
States. 

In addition to the technical assistance funds which have been re 
quested for India and Pakistan, there is a sum of $94 million of special 
economic assistance for India and Pakistan and the purpose of that 
money is to make it possible for the governments in all these countries 
to move ahead more rapidly with economic development, improving 
the lot of their people, than they could otherwise, and we feel that 
the sands of time may be running against us. 

Mr. Merrow. In reference to that breakdown in Pakistan, since we 
were talking about it, if I recall the figures correctly, $16 million is 
involved for this coming year for technical assistance. 

Mr. Anprews. About 13, sir. 

Twenty-seven and a half million dollars is the total Pakistan 
program. 

Mr. Merrow. At the end of this fiscal year there will be $1 million 
left over from what we have provided in technical assistance last year. 

Now, the TCA funds that went to Pakistan, India, and the other 
countries, but we will take Pakistan—some of these funds were used 
for economic development, apart from the pure technical assistance. 

Now, since all of that was not used up this current fiscal year—and 
we are asking for an increase up to $13 million—we had $1 million 
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left over—and then $17 million more—I just question the capacity to 
absorb. I do not know that I question the need, but I do not think 
that more money ought to be given to these countries than they can ab- 
sorb and I wish you would speak to that. There is a tremendous in- 
increase in Pakistan over anything that they had this year or the past 
year. In addition to that in this whole Pakistan situation, we are 
asked to provide $70 million more for wheat, so we are getting into 
$100 million in this country befure we get through. 

Mr. Anprews. In the first place, sir, | think the Congressman has a 
good point when you talk aLout the ability to absorb economic aid. I 
am not talking against the economic aid that has been suggested for 
Pakistan but in certain areas you have to build your tec hnical knowl- 
edge, you have to build your ability to handle it, up as you go, on these 
partic ‘ular things. 

I am taking this view on it. If I am the administrator of the pro- 
gram next year out there—we are going to use that economic aid only 
if it can be absorbed properly and it will be turned back to the Con- 
gress so far as I am concerned, in the next year if it is not used. 

( Discussion off the record. ) 

Mrs. Bouron. I remember very distinctly the last time Dr. Bennett 
appeared before this committee. He was very much disturbed be- 

cause the committee was determined to give $25 million to Iran. He 
said he had just gotten a program going that would absorb $6 million 
and it would wreck the whole situation if they had $25 million because 
they could not absorb it. 

Mr. Anprews. That is a problem, sir, and I think honestly if we 
put the amount that is up for India—and it is undeniable that India 
needs that very development and it is going to have to have it to do 
anything like reaching the objective on it, but I think if we cut back 
Pakistan arbitrar ily and say, “Oh, well, you can’t absorb it,” we would 
be in a terrible situation. I believe with sound management and sound 
effort it can be done, as far as I am concerned. Unless it is that, it is 
not going to be spent. 

Mr. Merrow. If you cannot cut Pakistan back without cutting In- 
dia, then perhaps we could make a cut in India. 

Now, what is the technical assistance for India in this program this 
year ¢ 

Mr. Anprews. About $30 million. 

Mr. Garpiner. It is 36, I believe. 

Mr. Woop. It is $30 million for India for the regular technical 
progress and development program and $79.9 million for special eco- 

nomic aid, which totals roughly $110 million. 

Mr. Merrow. That is double the assistance that we were giving 
India last year; is it not? 

Mr. Garprner. That is correct, sir. It is slightly more than double. 

Mr. Merrow. I think we ought to keep that in mind. 

Mrs. Boiron. Mr. Chairman, a parliamentary inquiry, Mr. Chair- 
man, 

There is an area all through the Near East which we are constantly 
being told is the focal point of world danger. When are we going to 
have : adequate time to go into it? Today the emphasis is all on Pakis- 
tan and Indiaagain. Are we going to have any opportunity to discuss 
the Near East? In Africa also there are matters needing study even as 
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there are certain point 4 problems that we have had no opportunity to 
have time on. 

Chairman Currrrrieip. Mrs. Bolton, I do not know whether that is 
a parliamentary inquiry but it certainly is a pertinent one. 

Mrs. Borron. That is the only way I could get a word in at all. 

Chairman Currrerrretp. We are willing to go into any area to give 
you sufficient knowledge. 

Mrs. Botron. Lawrence Smith and I have been told at one moment 
that India is not in our province any more. At another that it is. We 
are supposed to come here for the Committee on the Near East and 
Africa. We have heard little about the Near East and Africa and we 
would like to. 

Chairman Cutperrietp. Mr. Vorys asked one general question, and 
I think Mr. Merrow has the floor. 

Mr. Merrow. I am sorry if I exceeded my time. I did not realize 
we were under the 5-minute rule. I was under the impression we 
were discussing Pakistan and India. 

Mrs. Bouron. We certainly have been. 

Mr. Merrow. I have some other questioins but I will defer to any 
time that you say. 

Chairman Cuuirerrrecp, I think we should hear about the Near East 
but I would like Mr. Vorys to ask one general question. 

Mr. Vorys. Mr. Chairman, I thought what had happened was that 
we were having a stop, perhaps, in the discussion of one area, to have 
a little information as to the general purposes of point IV and its 
connection with economic aid. I thought that is what we were doing, 
and while Pakistan was brought up as an example, we were seeking 
principles that would apply across the world. 

Now, I havea general question and that has to do with an interesting 
booklet I see here, “Technical Cooperation Administration, Depart- 
ment of State, March 1953, Points on Point IV in Liberia and Iraq.” 
I want to know who publishes those and where they are distributed. 

Mr. Anprews. These two were published by TCA. They are dis- 
tributed first through the normal State Department—it used to be the 
Office of Information, the Voice of America Channel. They have a 
list of people on that. They go through that. 

Then, they are used to answer inquiries and letters of people, asso- 
ciations, Rotary Clubs, libraries, schools, and all that sort of thing, 
who write in to us for information about it. These are sent out as 
illustrative of the broad information that goes on. 

Mr. Vorys. Are they paid for out of TCA funds? 

Mr. Anvrew:. Yes, sir, they are. 

Mr. Vorys. How do you square that with the so-called Dworshak 
amendment which provides section 537: 

None of the funds herein 
this is from the Mutual Security Act of 1951— 
authorized to be appropriated nor any counterpart funds be used for any print- 
ing or other expenses of the dissemination within the United States of general 
propaganda in support of the Mutual Security Program— 

Well, let’s stop right there. 

It seems to me that it would be difficult to square that prohibition 
with the use of funds for these propaganda pamphlets—very well 
e tten up but which I would think are prohibited by this provision of 

aw. 
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Mr. Anprews. Well, sir, all I can say is that I asked before these 
were permited to be printed, for a legal ruling. I think I made the 
mnistake of not asking maybe the Attorney General for it. I asked 
my own counsel, and they took the matter up with the General Counsel 
of MSA and I think the State Department, and handed me a ruling 
that this particular type of educational matter did not fall—based on 
the debate in the House and the explanation of Mr. Dworshak himself, 
that it did not fall within this purview. That is the only basis under 
which I authorized them to go out. 

Mr. Vorys. How did they distinguish these point IV profiles, and 
so forth, from being general propaganda in support of the Mutual 
Security Program / 

Mr. Anpbrews. Of course, that comes right back to the question of 
what is propaganda and what is educational. As I told Senator Fergu- 
son the other day, the best way to stop this would be to forbid our 
printing anything and then you have no argument about whether it 
is propaganda or whether it is educational. 

Mr. Woop. Mr. Andrews, could I just comment on this: Without 

ttempting to set myself up as a judge of that fine line which may be 

“ awn between propaganda and information, I would like to point 
out that the record was quite clear in the report of the Senate commit- 
tee, and I believe, but am not sure, in the report of the House com- 
mittee, and also in the debate, that this Dworshak amendment was 
not intended to prevent information being given to the public whose 
money is being used in this program, concerning the operations of 
this program. Whether the judgment which was made as to where 
the line should be drawn is correct or not, 1 am not going to say, be- 
cause I have not looked at these particular pamphlets myself, but I 
am sure that the principle which was followed was this: That it was 
not, in a democracy where the people are to be informed about what 
is being done with their money and what their Government is doing, 
the intent of this particular amendment—and it was specifically so 
stated in the debate—to prevent the giving out of information on this 
subject. I think that was the basis for sending out these various 
pamphlets and other items which I understand were sent to people 
who had written in and requested that they be given information on 
these subjects. 

Chairman Currerriecp. Mrs. Bolton is quite right. We should 
proceed with the TCA program, and naturally the emphasis will be 
on the Near East. 

Let us proceed along those lines. 

Mr. Anprews. I have two further remarks. I think I should say 
that my address this morning has been to the TCA program and to 
the $117 million involved, and I am winding up my overall state- 
ment on that. 

This matter of economic aid is a matter that was brought up from 
the political side of the State Department. It was gone through in 
all of the budget hearings and was finally decided at the level of the 
National Security Council, and I feel when it gets up that high, it is 
clear beyond me, as to whether it is right or wrong. 

If we are given the responsibility of trying to administer it, we will 
try to administer it to do the thing which will help these countries 
improve their stability and improve their own productivity so they 
can get out of oe bread line. 


33064—53——_58 
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Just one other point I would like to mention, in winding up my 
testimony, Mrs. Bolton, is the statement we had on private industry. 

I think I sold us a little short on that. I do not think I emphasized 
as much as I should have what we are actually doing in the field of 
private industry. I would like to say, also, that Mr. Eric Johnson, 
who is Chairman of the President’s Advisory Board on Technical 
Assistance, and is also a businessman and is with the motion-picture 
industry, partially on his own time and partially with our money, 
took a seven-nation tour through the Middle East in which he studied 
the opportunities, the temper, “the possibilities of private investment 
in these areas; talked to businessmen, and he has come back to this 
country with an excellent report. He criticized us in some places, 
said what could be done in others, said what the prospects were for 
private investment in others, and I would like either the opportunity 
of filing for the record his report or if the committee has the time and 
is W illing, I think he could certainly give you some excellent informa- 
tion on this subject, this particular subject, to the extent that private 
investment is a feasible way to do some of the development in these 
countries. 

I am going to leave it to the chairman and the committee on that 
particular point. 

Chairman Cuiperrretp. Mr, Javits— 

Mr. Javrrs. Mr. Chairman, the subcommittee on Economic Policy 
had a series of hearings on this very subject at which Mr. Johnson 
testified before he left. 

If it seems advisable to the Chair, I believe we would be glad to 
receive that report and add it to his testimony. 

Mr. Anprews. Very well. 

Mr. Judd was asking for an explanation of the airplane survey in 
Egypt and also the introduction of a social sec urity group out there. 
I do not know whether I should answer that or wait until it comes 
or put it in the record. 

Chairman Cui1PerrreLp. You can put it in the record: 

(The information requested is as follows :) 


1. THE AERIAL SURVEY 


At the request of the Government of Egypt, TCA has agreed to provide assist- 
ance in relation to the development of natural resources. The major effort in 
this connection is the development of the high Aswan Dam and irrigation system. 
It was mutually agreed by the TCA staff in Egypt and the Government there 
that an aerial survey would be the most effective cooperation at this stage of 
development. In addition, it was recognized that such a survey would have 
multiple uses, including highway location, irrigation canal location, mineral 
deposit location, and that it would, therefore, contribute materially to the coun- 
try’s economic development—the primary purpose of the technical cooperation 
program. 

2. RURAL SOCIAL CENTERS 


A better name for these centers would be rural development centers, since 
Egypt uses them as the basic medium for providing health, education, and agri- 
cultural development services to the rural population. There are now 151 of 
these centers scattered throughout rural Egypt. Where the health, education, 
and agricultural extension personne! are properly trained, these centers are 
doing an excellent job. Unfortunately, most of them lack such personnel, and 
the purpose of this phase of the technical cooperation program is to provide 
essential training now lacking. This phase of the program will benefit every 
other element in the technical cooperation program in Egypt. 
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Mr. Anprews. Mrs. Bolton wanted to know about Lebanon and the 
housing condition there, but she is not here. 

Mr. Javrrs. What are we going to do now? 

Mr. ANprews. I will make a brief statement on the technical assist- 
ance program for the Middle East. 

Mr. Javirs. We are leaving the Near East, is that correct ? 

Mr. Woop. We are in the Near East and Middle East. 

Mr. Javits. Are we leaving the Near East at this point? 

Mr. Woop. Mr. Andrews was proposing to make a brief statement 
on the technical-assistance program in the Near and Middle East, in 
response to Mrs. Bolton’s desires and those of the rest of the commit- 
tee, I believe. 

Mr. ANprews. Mrs. Bolton requested information about a train- 
ing school, a nursing school in Lebanon, and also about the housing 
of the American personnel out there. 

Mrs. Bouron. The numbers of personnel, why they are there, and 
who sent them. 

Mr. ANprews. On TCA personnel, there are 65 American families 
on TCA payrolls in Lebanon, chiefly housed in Beirut. About one- 
third of those families represent a group of engineers from the De- 
partment of the Interior who are making the basic survey on the 
Latonia River development which contemplates irrigation, power 
dams, power tunnels, out on the plain. 

Mrs. Boron. How much time do they expect to have that take, that 
engineering project ? 

Mr. Anprews. It will be pretty well finished the latter part of this 
year. 

Mrs. Bouton. How long altogether; 2 years! 

Mr. Anprews. Yes. 

Mrs. Bouron. Do the families have to go on that basis? 

Mr. ANprews. That is right. 

Mrs. Boiron. The men cannot go by themselves anywhere in the 
world? 

Mr. Anprews. You cannot get people to go, and frankly I would 
say, Mrs. Bolton, it is better to take the family along. 

Mrs. Borron. I can understand that. 

Mr. Anprews. The rest of them are agricultural people, health peo- 
ple, people requested in connection with the Lebanese program. 

Mrs. Botron. Requested by the Americans who are setting up the 
program ? 

Mr. Anprews. That is right. 

Mrs. Botron. They are not requested by the Lebanese ! 

Mr. Anprews. Oh, yes. There is no technician who goes to any 
country without that person having been specifically requested and 
also his—I do not want to use the word “pedigree,” but his basic tech- 
nical background is submitted to the people in the government and 
they approve or disapprove whether he is the type of technician they 
want out there. 

Mrs. Borton. I do not want to delay the committee and will make 
my point later. 

Mr. Anprews. There is the question of the housing and an alleged 
overliving of our people there. We are just a part of the general 
problem, there. You have 4,000 Americans representing various 
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firms in Beirut. You have 500 Pan-American employes, and they 
along with our people are in competition for the houses that are there. 

Our people, the technical people, are given the same housing allow- 
ances that the normal State Department people get. 

I could make some arguments for not doing that, but I imagine if 
I did so, I would have the idea of second-class Americans and all of 
those factors. 

I'll admit our people did take these housing allowances and go into 
that market and with American dollars set a pretty stiff pace. 

Mrs. Bouron. Now, Mr. Chairman, may I just suggest this: I did 
ask for this information, but we have had nothing at all on the whole 
program and this is a small matter. This is a very small part of it 
and I would far rather proceed. 

Mr. Anprews. To make a long story short, we have pooled the 
housing allowances and have rented a new apartment building there, 

rather modest, and are saving the people some money and the Gov- 
ernment some money on carrying it through. 

All right, the Lebanese program is a program which in a broad 
way has most of the bad features and a few of the good features of a 
typical, technical assistance start in a country. 

When a technical group goes into a country, you will not get any- 
where if you try to tell them what they want. You must start with 
what the country wants, itself, what the people at least think they 
want, and you have to start with that. 

In the case of Lebanon, in the early part, the impression got out 
that we were coming into Lebanon with a checkbook and were ready 
to write a check for any sort of a project, any sort of a thing that 
went in there. 

It took a long, long time to even find something that we felt was 
really worth starting on in a basic way to carry out the basic phil- 
osophy of the technical assistance program. 

Chairman Cuirerrietp. You had to look for something to do over 
there? 

Mr. Anprews. Yes. 

Mrs. Bouron. Then what is the point of doing it? 

Mr. Anprews. Lebanon had asked for technical assistance. Leba- 
non signed a mutual agreement for that. 

Mrs. Botton. Why do they sign anything if they did not know 
what they wanted done? 

Mr. Anprews. Well, I'll have to say, Mrs. Bolton, a lot of these 
countries really do not. They have some hazy idea and if I can spend 
just a moment here, I can tell you where this has finally come around 
to. 

Mrs. Bouron. Well, let us not take too many moments on stories. 
There have been too many of them. Let us get down to brass tacks. 

Mr. Anprews. It came to a point when Lebanon was letting us do 
all the work, not putting up money and not giving the support to this 
program that there should be. 

We announced to the Lebanese Government last October that unless 
they were more interested in this program than they seemed to be, 
unless they were willing to put money into the program and put effort 
in, that we were pulling out our technicians as of January 15 this year, 
and we started to pull them out and did pull a great number of them 


out. 
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Chairman CurrerrievD. We never should have put them in. 

Mrs. Bouron. We should not have put them in at that rate. We 
should have had a project to go in to do. I would rather see us go in 
with 2 men rather than 65 families. 

Mr. Anprews. I agree with you on that, and Lebanon is one of the 
bad points. We were too anxious to get in there in the early days. 

Chairman Cutperrtetp, Who is “we”? 

Mr. Anprews. Well, we will say Andrews. I had nothing to do with 
the program at that time at all. I have only been with this program 
1 year, but the point of it is that this was sweeping the world, every- 
body was anxious to get out and do something. 

Mr. Smirn. I well remember the first days when this matter of 
technical assistance was being considered. 

It was Mr. Thorpe who came here and told us that it was a simple 
program and no program would be undertaken unless those who 
wanted them would come in and tell us what they wanted. 

Chairman Currerrtecp., And contribute to it. 

Mr. Samiru. Now apparently we have gone all over the world to 
look for projects. 

Mr. Anprews. That is not true; that is not true; that is not true. 

Mr. Smrru. It would appear so from what you have just said. 

Mr. Anprews. They had things they wanted to do, but could we have 
built one of the ministers there a nice palace out next to his place 
that he wanted? Could we have put in the water system—— 

Mrs. Boron. That is beside the point. 

Mr. Anprews. That is what they asked for. 

Mrs. Boron. All right. Then I think it is up to the organization in 
our State Department that is covering point 4 and tec hnical assistance 
and economic assistance to be far smarter and to protect this country 
against exactly this kind of thing. 

Mr. Anprews. Well, we did that. 

Mrs. Bouron. What it does is to bring us the unfriendly attitude of 
the Lebanese who have been our friends. 

Mr. Anprews That may be right, but we refused to do that and did 
insist that we did have something specific to work on. 

Mrs. Bouron. We have 65 families over there in government pro- 
grams and we cannot give them enough to do. 

Mr. Anprews. Mrs. Bolton, that is wrong. They are doing things. 

If I can have 2 minutes, I will give vou just one illustration and I 
think you will then see what I am talking about. 

Mrs. Bouron. A half-minute for we are using to much committee 
time. 

Mr. Anprews. Well I cannot do it in a half-minute. 

Mrs. Borron. Probably we should then drop the matter at this 
point. 

Mr. Anprews. A horticulturist landed from this country on one 
Wednesday evening in Beirut. On Friday, he was in the field tackling 
a citrus problem in that country that the country had asked to have 
something done about. 

He introduced a system of marketing and a system of packaging 
and grading oranges ‘last year that brought to the citrus area of Leba- 
non $1.2 5 a crate more for their oranges on the market than they had 
gotten the year before. That system of marketi ing, that system of pick- 
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ing the oranges, the system of packing has swept the country and you 
do not have to brag about what we are doing and what they are doing, 
those people—that is the little people; that is not the big government 
man—that is the technical job. 

Mrs. Botron. That is what we consider to be point 4. 

Mr. Anprews. That is what was done. 

Mrs. Bouron. Mr. Chairman, I will not pursue this further. 

Mr. Woop. Mr. Andrews, I think it would be well to put now before 
this committee your general statement about the point 4 program— 
what it consists of and what its ebjectives are in this area, and then 
answer any questions they may have about the specific details of it. 

That seems to me the thing to do. 

Mrs. Bouron. We have a great many things we want to ask and get 
cleared up before we are finished with these hear ings. 

Mr. Anpbrews. In a broad way, the amount of money for the Middle 
East and African program of technical assistance is $43,792,000— 
that is the technical assistance plus the supporting supplies. The 
eapporting supplies will run on about the same ratio of 3 to 3 and 

» to 1, as they have in the past. 

We have 564 technicians in the whole area. We have coming from 
that area, in the various training programs, about 484 people in the 
technical-assistance program. 

Broadly speaking, in the broad area, they are making attacks in 
this program that revolve basically around agriculture and the devel- 
opment of the natural resources of the country. 

We are in a technical way supporting the development of the 
Latonia, the development of the Yarmouk, and various other rivers 
and irrigation projects in that area. 

We are not putting in American money in the the sense of any 
capital investment. We are doing the basic engineering to find out 
whether you can build a dam there or not, to find out whether you ean 
build up a case for a loan at the International Bank and the other 
banks and for local financing on that. 

The feasibility engineering is a big part of that. 

There is also some exploration in the mineral development. For 
instance, out in the Jordan, the Dead Sea, there is a group of tech- 
nicians there working for a contracting firm figuring out ways to take 
some of the rare metals as well as potash and phosphate out of the 
waters of the Red Sea and developing fertilizer in those areas. 

There is the establishment of technical laboratories, of medical and 
health centers in all of these countries. Basically, water problems take 
the big part, methods of trying to spread water, to utilize what drops 
of water you have there to get the biggest crop, at the same time along 
with the business of getting better wheat, getting better types of 
grasses, better livestock, developing a food supply for the livestock 
they have; reforestation of some of the hills through that area, and 
generally trying to start with the basic developments in that country 
essential to it. 

About 30 percent of the effort moneywise and personnelwise goes 
into agriculture. 

About 20 percent goes into public health and about 10 percent into 
the educational side, and the rest goes into the development of indus- 
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try, the development of processing plants, the developing of the 
marketing system and that sort of thing that has to do with the gen- 
eral economy. 

That in a very, very broad way is what we are trying to do in those 
areas. 

Chairman CuiperFievp. Are there any questions? 

Mr. Javirs. What is this 314 to 1 figure? Is that the figure of sup- 
plies to actual technical assistance ¢ 

Mr. Anprews. And the program for next year runs about 1 to 1. 
The 1954 program will run about 1 to 1. 

Mrs. Bouron. 1 to 1 what? 

Mr. Anprews. $1 spent for supplies to back up the $1 spent for 
technicians. 

Mr. Woop. That does not include the special economic assistance 
which Mr. Gardner has discussed, the $140 million for the area. It 
is just related to the regular technical progress and development. 

Mr. Vorys. That is, the $140 million would make it just about 10 
to 1; would it not ¢ 

Mr. Anprews. I am not speaking to that point at all. 

Mr. Vorys. Now, Mr. Chairman, I suggest this: We are under- 
going what may be a sort of transition period during the hearings on 
this bill. By Reorganization Plan No. 7, it is proposed that, from now 
on, the technical assistance and the economic aid will all be adminis- 
tered under the new Foreign Operations Office, so that, insofar 
as this committee is concerned, it does not do us any good to refer 
to the past, since it is all before the committee and all comes out of the 
same taxpayers’ pockets, to say, “Well it is economic aid in the country 
but it is running two divisions.” 

Now, for the future it is all going to be put in together. There is 
not much point to our hearing about technical assistance, what the 
supplies are in the technical-assistance program, if $140 million of 
supplies is to go into the same area, or country, in the same program. 

These two things are now to be administered, together. 

Mr. Morano. Under the new reorganization proposal, there will be 
constituted a Foreign Operations Administration ? 

Mr. Vorys. Foreign Operations will include massive economic aid 
and technical assistance. Both of the things that are being presented 
us two programs, here, are all to be in the same administration next 
time. They have always been in the same bill before us. 

Mr. Morano. When you refer to economic assistance, do you mean 
defense-support payments ¢ 

Mr. Vorys. Defense support and developmental and _ progress 
money, and all the different kinds of nonmilitary spending. 

Mr. Morano. What is your idea that we should lump it all together 
in these hearings, now ¢ 

Mr. Vorys. They have always been before us in the same bill. They 
are to be put together administratively. It is of no help to the com- 
mittee any more to say “Well, these are two different things.” At 
least it seems to me that way. 

Mr. Javirs. I would like to finish my questions, if I may, Mr. 
Chairman. 

You said something about $43 million for this area being 314 to 1, 
and then you say the 1954 program is 1 to 1. 

Mr. Cuatuam. We had that complete earlier. 
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Mr. Javirs. I withdraw the question. 

Mr. Cuarnam. We have these experts here and, if we are going to 
argue items of highest policy and propaganda, and so forth, I cannot 
waste my time. I want to hear what these men have to say. 

Unless we are going to listen to that, I will just have to be a reader 
and not a listener. 

I want to make that explanation to the chairman. 

Chairman CurprrrieLp. Mr. Chatham, I am trying my best to try 
to proceed as rapidly as possible with this program. Mr. Andrews, 
I believe has completed his statement. If there are no further ques- 
tions, we will proceed with whoever Mr. Wood has next. 

Mr. Anprews. I think it would be well for the committee to put 
this bunch of tables in the record which does give all of the breakdowns 
of the money in the countries. 

Chairman CutperrreLp. Without objection, that will be done. 

(The tables referred to are as follows :) 


TaBLe 1.—Technical cooperation and special economic aid—Summary, all TCA 


regions 


{In thousand dollars] 


Actual 1952 


Estimate 1953 Proposed 1954 


Act for in- | 
ternational 
develop- 
ment 


Special aid 


Act for in- 
ae. | Special aid 


ment 


Act for in- 
ternational 
develop- 
ment 


Special aid 


Near East and Africa. 


130, 291.0 
16, 500.0 


37, 774.0 | 114, 764.0 | 391.0 
South and Southeast Asia 85, 668.0 | 38, 382.5 | 
Latin America 17, 788.3 21, 595.5 
Multilateral technical assist- | 
ance. .___. ' 12, 330, 0 | 113,71 


155, 136.1 | 146, 791.0 


43, 792.5 
49, 100. 0 
24, 342.0 


2 170, 000 
94, 400 


13, 750.0 


130, 984.5 | 2 264, 400 


Total......... -a 153, 560. 4 | 


114, 764.0 


Grand total 268, 324. 4 


301, 927.1 2 395, 384. 5 





! Includes $4,595,800 proposed as a supplemental estimate for fiscal year 1953. 
2 Of which $30 million for Palestine refugees is requested only as an authorization. 
request an appropriation for this $30 million at the present session of Congress. 


It is not planned to 
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TaBLE 2.—Bilateral technical cooperation programs under the Act for 
International Development 


{In thousand dollars] 


Composed of— 


United States 


$ Trainees 
technicians 


Fiscal year and region Supplies 

and Local 
equip- costs 
ment Num ‘ny Num- 


Cost 


ear Fast and Africa 37. 77 690 
yuuth and Southeast Asia ) 44 


American Republies and DOTS 5, 004 
Total_. 


195 
Near East and Africa 
South and Southeast Asia 
American Republics and DOTS 


Near East and Africa 43, 792 
South and Southeast Asia 49, 100 
American Republics and DOTS 24, 342 


Total 117, 234 


TABLE 3.—Technical cooperation and special economic aid, worldwide 


tive summary of obligations by major project category 


Compara- 


[In thousand dollars] 


Actual, 1952 Estin Proposed, 1954 


A ct for Act for | 
inter- inter- 
national nationa national 
develop | develop na develop- 
ment ment ment 


Act for 


Major project category inter 


Special | 
aid 


Special 
ald 


Bilateral: 
1. Agriculture, forestry and fisheries 
2. Health and sanitation, including 
housing, social welfare and vital 


8, 010 , 265 2 33, 648 


Statistics 
Education 
Natural resources 
. Industry, trade and labor 
3. Transportation and 
eations 
Public administration, including 
public fimance, census and 
weather 
. General projects 
Domestic program costs 
. Undistributed by field of activity 


Subtotal obligations, bilateral 
Multilateral assistance programs 


Total bilateral and multilateral 


Grand total...._-. 


20, 126 
10, 966 
11, 683 
19, 838 


communi- | 


7, 584 


2, 504 
14, 564 
1, 700 


141, 230 


12, 330 


153, 560 


268, 324 


2, 400 


2, 078 
15, 900 


35, 112 
9 1, 264 


64, 764 
2 50, 000 


114, 764 


141, 369 86, 


3, 511 


, O41 
, 430 | 22, 
2, 279 
416, 500 
. 728 
1 13, 767 (260, 063 
155, 136 (146, 791 
301, 927 
| 


1 Includes $4,596,000 proposed as a supplemental estimate for fiscal year 1953. 
? Contribution to UNRWA for Palestine refugees. 


8 Wheat grant to Jordan. 


4 Wheat loans to Afghanistan ($1.5 million) and Pakistan ($15 million). 
5 Requested for Palestine refugees as an authorization only, 


16, 373 
16, 783 
11, 343 
8, 900 


3, 451 


535 | 
, 685 
2, 515 


140, 


234, 
5 30, 


, 234 
750 


130, 984 | 264, 


395, 384 
| 
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TECHNICAL COOPERATION ADMINISTRATION—1954 BupGer SUBMISSION 


General introduction 
A. Technical cooperation__- _._...--~ $180, 984, 5 


Bilateral ____- 117, 234, 500 
Multilateral, United Nations and Organization of Amer- 
ican States__ 13, 750, 000 


Technical assistance is an essential part of the United States effort for building 
up the strength of the free world. It is a basic instrument of United States 
foreign policy. 

In the Middle East, Southeast Asia, and Latin America nearly a billion people— 
two-thirds of the free world—are struggling to find new ways of life that will 
raise them above the poverty, ignorance, and disease of many generations. Their 
aspirations are rooted in normal instinctive desires—for sufficient food, healthier 
bodies, and a chance for their children to have better things than they themselves 
could enjoy. The appeal of communism, especially in underdeveloped areas is 
the promise of better food and rising living standards for the masses. United 
States policies must take the initiative from empty Communist promises and 
slogans bv joining with other peoples in tangible cooperative development pro- 
grams which will visibly bring steady improvement in living conditions and build 
confidence in free economic institutions. 

The principal objective of the technical cooperation program is to share with 
the peoples of underdeveloped areas the knowledge and skills they need to develop 
their own abilities and resources. This is done by sending United States and 
other skilled experts into the cooperating countries to train the native peoples, 
and by bringing selected local leaders and technicians to the United States for 
advanced training. To be convincing, teaching must be backed up by results. 
Consequently, limited supplies and equipment are provided to insure persuasive 
results from each project. 

United States technicians work side by side with the ordinary people of other 
countries. They teach by demonstration and example. Their aim is to improve 
the skills and understandings that local workers use in their daily activities. 
The fruits of such technical cooperation multiply by geometric progression, start- 
ing slowly and gaining momentum as more and more people learn to help 
themselves and in turn teach others. Once the door to the productive capacities 
of a people is unlocked, economic and resource development tends to proceed at a 
constantly accelerating pace. Outside assistance is needed less and less. 


B. Special economic aid for critical areas_________- iinnnadiicinn Se, COO 


Near East i li a tiara Sealine _.. 170, 000, 000 


Sd TI Bl ate, tl che de eel ata 94, 400, 000 


In some underdeveloped areas, however, poverty and unrest among large num- 
bers of the people dangerously expose political and economic institutions to the 
planned aggression of organized communism. In these less stable situations, 
pressures are great and time is short. Extra effort is required. 

In most countries, under more favorable circumstances, initial capital for 
development of natural resources is normally furnished by private investors, local 
taxation, or other regular sources of national and international credit. But 
where political and economic instability are great and the needs of the people 
urgent, these sources may not be enough. The modest economic assistance that 
goes with technical cooperation may need to be stepped up and supplemented by 
special United States financial aid. 

Technical cooperation and special economic aid for critical areas are in general 
closely related, yet distinct, devices for encouraging economic development, free 
and democratic institutions, and improved international understanding in under- 
developed countries. Where this emergency aid is necessary, it must be closely 
integrated with technical cooperation. Special economic aid need not change the 
essential character of technical assistance as a program of self-help and self- 
development. Instead it should serve to increase the effectiveness of technical 
assistance by providing additional opportunities for the people to make use of 
their new and growing skills. Such special economic aid is recommended in 
certain strategic regions of the Near East and South Asia, because of conditions 
that are immediate, compelling, and urgent. 





MUTUAL SECURITY ACT EXTENSION 917 


Although technical cooperation and special economic aid are integrally inter- 
related, each has its own character and each is a device to meet a particular need, 
Consequently, they are presented as separate components of the fiscal year 1 54 
budget submission, separately justified and based on separate legislative 
authority. 

C. General objectives of technical cooperation.—Technical cooperation has the 
long-range objective of helping the people of underdeveloped regions to help them- 
selves, by sharing with them modern skills, methods and scientific discoveries 
that will enable them to develop their own resources. The objective is not for 
the United States to develop economic resources for the host government, but to 
teach the people how to do the job, and how to get started. 

Fundamental needs get first attention—inereased food production, better health 
and sanitation, improved elementary and vocational education. More complex 
problems are undertaken only as the people accustom themselves to changed 
ways and increased personal responsibilities, and can make use of new skills and 
new tools. 

Point 4 technicians emphasize self-help methods in getting their jobs done. 
Projects must be truly cooperative—cooperatively planned, administered, and 
financed—so that the people and their government will feel a sense of responsi- 
bility and participation. Therefore, TCA fits its services into the overall economic 
and social programs of the host government. United States knowledge and ex- 
perience support programs which the people of the country later will be able to 
finance and operate by themselves. 

The host government must always request assistance in projects undertaken. 
TCA specialists do not go where they are not invited. And the participating 
country is required to contribute its “fair share” of the cost of the joint program. 
TCA encourages the maximum local contribution, though this may take the form 
of labor, services and materials as well as funds. Our experience shows a 
steady increase in money, effort and popular support from the host countries as 
individual projects get under way—until United States support can eventually 
be withdrawn entirely and the host country can take over the entire operation. 

TOA uses various techniques for achieving joint planning and execution. In 
some countries cooperative service agencies, jointly staffed and administered by 
United States and local technicians, are set up as bureaus within the ministries 
of the host government. These agencies are financed by contributions from the 
governments to a common pool. Withdrawals can be made only upon agreement 
of the principal United States technician and the minister concerned. 

In other countries a joint fund may be established for the whole cooperative 
program or for segments of it, even if no joint agency is set up. Or joint planning 
may be accomplished by committees including both host government officials 
and officers of the TCA mission. 

In day-to-day operations, our technicians are partners with their local opposites 
at all levels. The Director of the TCA mission deals with the host government at 
its highest levels of authority. His senior staff works closely with the heads 
of ministries. Other technical staff members, as advisers to local officials, work 
right in the villages in community development projects, visit farms with local 
extension workers, help devise new implements or demonstrate their uses, or 
demonstrate new and improved methods and practices. 

In addition to the TCA program the United States has contributed approxi- 
mately 60 percent of the cost of multilateral technical cooperation carried on by 
the United Nations and its specialized agencies, and the Organization of American 
States. TCA personnel coordinate their activities with U. N. agencies (FAO, 
WHO, etc.) to avoid duplication and to increase the effectiveness of both. Private 
agencies also have their fieldworkers in many underdeveloped countries, and 
TCA cooperation with them has been increasingly effective. 

Vajor emphases.—Technical cooperation programs vary from country to coun- 
try according to needs, but most programs start with agriculture, health, and 
education. 

The underdeveloped countries are predominantly agricultural, but their people 
are always hungry. Despite the disproportionately large number of farmers, the 
countries are deficient in food production. Food must be imported, using funds 
which could go into capital goods (essential to development) which also must be 
imported. Technical cooperation gives high priority to improvement of farm 
practices, better seed, more fertilizer, and improved tools. 

Disease contributes to low productivity. Disease saps energy and weakens 
whole populations even more than it kills and cripples. Joint public health and 
sanitation projects aim at control or eradication of such diseases as malaria, 
dysentery, tuberculosis, yaws, and schistosomiasis. 
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The people of the underdeveloped areas are held back by illiteracy. TCA 
education projects aim at rapid instruction of masses of people, both children 
and adults, and the teaching of basic vocational skills. 

Other important fields of activity for TCA include mineral resources; trade 
and industry; transportation, communication and public works; and general 
projects of community and village development. 

Parallel with direct training by United States technicians working in the 
countries, technical cooperation provides more advanced training for selected 
loca! officials and technicians. These trainees have usually been brought to the 
United States to study at our technical schools and universities and to observe 
United States farm and factory methods. Now more and more we are shifting 
to special regional centers, sometimes outside the United States, where trainees 
ean work under production and marketing conditions more nearly like conditions 
in their home countries. 

Special objectives.—As the technical cooperation program works toward its 
own general objective, it aids in four other major tasks essential to the security 
of the free world. 

1. It fights communism where military weapons are useless—where impover- 
ished people seek greater political freedom and material welfare may be misled 
as to how to realize their hopes. 

2, It demonstrates that general economic conditions can be improved and levels 
of living can be raised through democratic methods and institutions, where de- 
cisions and actions by free individuals provide the main force for progress. 

8. It helps develop an expanding multilateral trade among regions and nations 
of the free—to the benefit of the underdeveloped economies, the United States, 
and our western allies. 

4. It advises host governments how best to use loan capital so that the choice 
of sound development projects will help create economic climates attractive to 
private foreign investment and conducive to the increasing prosperity of the 
free world. 


igriculture, forestry, and fisheries, $33,648,000 


Although the economies of most underdeveloped countries are primarily agri- 
cultural, food production is deficient both in quantity and quality. The lack 
of proper nutrition keeps the productivity of the people at low levels and nrakes 
them particularly vulnerable to disease. The inadequacy in agricultural pro- 
duction is often due less to lack of resources than to inefficient methods of cul- 
tivating the land. Consequently. the greatest single TCA effort goes into the 
production and utilization of food and agricultural products. 

In general, agricultural projects are undertaken which set examples that can 
be followed by the countries themselves, but which also contribute immediately 
to the total food supply. The principal types of activity are increasing yields 
per acre by introducing better seed, crop rotation and greater use of fertilizer; 
improving livestock by controlled breeding, artificial insemination and modern 
feeding practices, including grasslands development ; introducing improved pest- 
control techniques and farm-storage practices for grains, hay, other produce, 
and animal fertilizer; developing advisory agricultural extension services to 
make available to the dirt farmer the best knowledge that can be of use to him; 
expanding local agricultural credit, particularly through farm credit unions; 
establishing cooperative machinery pools for local farm use; and supporting loan 
requests to public lending institutions through technical studies and recom- 
mendations. 

Several examples will illustrate the character of the projects in these widely 
ranging areas of activity. 

In the Near East, Africa, and south Asia, TCA is cooperating with a number 
of governments and with the United Nations Food and Agriculture Organization 
in a regional loeust-control program. It is designed to promote internationa) 
cooperation in controlling locusts; to assist the countries in coordinating and 
improving control activities, including aerial spraying and reconnaissance; and 
to help in training entomologists, mechanics and pilots to enable the countries 
to take over responsibility for the entire program. Operations are coordinated 
under a TCA field office at Beirut, administered by the Bureau of Entomology 
and Plant Quarantine of the Department of Agriculture under authority dele- 
gated by TCA. United States funds requested for the program in fiscal year 
1954 total $413,000, while the contributions of the participating countries will 
amount to $12 million. 
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In Peru the cooperative United States-Peruvian Agricultural Service initiated 
a machinery pool toward the end of 1945 to provide services, materials, and 
supplies that are essential for improving agricultural practices in areas where 
normal commercial channels have not yet developed sufficiently to supply farmers’ 
needs, and, in sparsely settled areas, to provide services that commercial estab- 
lishments might not find profitable. The pool introduces and improves new in- 
secticides, machines, equipment, and other supplies. Farmers pay for what they 
receive, and the project is self-sustaining. As private enterprises moves in to 
take advantage of demonstrated opportunities, the pool withdraws. 

The Peruvian machinery pools have been so successful that the International 
Bank for Reconstruction and Development has loaned Peru $1,300,000 to pur- 
chase machinery to supplement their operations. The additional machinery will 
make it possible to cultivate an additional 50,000 acres of land annually and to 
reclaim annually about 12,500 acres of once productive land. Much of the new 
equipment will be used in leveling, draining, and contouring for more effective 
irrigation on Peru's dry coastal plain. At least $1 million a year should be added 
to total production from the reclamation operation alone. Point 4 technicians 
supervise operations until nationals are trained to continue the program un- 
assisted. 

Poin: 4 machinery pool operations in Latin America are also creating new 
opportunities for United States businessmen. Farmers tend to stick with those 
types and makes of machines with which they have become familiar. Demon- 
stration of United States equipment is helping United States manufacturers to 
expand the Latin American market which now takes 34 percent of all United 
States exports of agricultural machinery and implements. 


Health and sanitation, $16,373,000 


In underdeveloped areas, many if not most of the people suffer from de- 
bilitating diseases which seriously retard economic activity. In some areas the 
maiaria incidence rate is as high as 90 percent; in others trachoma may plague 
75 to 90 percent of the population. National health services are weak, lacking 
even the minimum number of trained professional workers. 

TCA is cooperating in health programs with 85 countries of Latin America, 
Africa, the Middie Hast, and south Asia. In all these countries, TCA is pro- 
viding advisory services to the ministries or departments of health, and helping 
to train professional and subprofessional health and sanitation workers. With 
TCA cooperation, countries are making advances in developing safe water supply 
systems, wells, and sanitary methods of human waste disposal; in controlling 
inajor diseases ; in protecting the health of children; in expanding nursing serv- 
ices ; and in gaining public support and use of health services. 

rcA is also helping in the establishment of community centers to supply a 
variety of health services. 

Housing (included in health and sanitation activities) 

Housing and shelter for people of the underdeveloped areas are generally 
grossly inadequate and constitute a major obstacle to progress. Through pro- 
grams of technical cooperation, an effort is being made to help the people learn 
how to build decent quarters by their own effort, with local materials and tech- 
nical guidance. The small financial aid required for materials is usually pro- 
vided by the host government. The success of the health, sanitation, and other 
progranis is partly dependent upon decent housing. 

Inadequate shelter is nothing new. Since World War II, however, conditions 
have deteriorated, because of lack of technical ability, material shortages, popu- 
lation growth, inflation, political unrest, the movement from country to city, and 
migration of refugees. The tremendous scope of the problem has baffled many 
leaders of underdeveloped countries. 

TCA’s cooperative housing program is designed to give technical guidance to 
countries seeking to improve their primitive housing standards. The philosophy 
is essentially one of aided self-help. The technicians help people to learn how 
to construct simple, sanitary, and healthful homes from readily available local 
materials. The types of houses recommended are directly related to the climate, 
economic status and living requirements of the people. TCA also furnishes 
specialists to countries seeking aid in city, town, and village planning, design 
of water supply and sewage-disposal systems, community facilities, schools, and 
the development of low-cost building supplies from indigenous materials. 

United States housing technicians give home-construction demonstrations to 
illustrate the benefits to be derived from better quarters. For example, a simple 
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method can be demonstrated of building an efficient kitchen for cooking ever 
open fires, without chimneys, in a living room. 
Community services (included in health and sanitation activities) 

Increased productivity and economic development require consideration of 
many closely related social problems. Consequently, the point 4 program is 
concerned with the development of useful social organizations and programs as 
an integral part of the effort to raise standards of living. These programs are 
necessary if all elements of the population are to take advantage of the oppor- 
tunitites for self-help. They are also designed to deal with social obstacles to 
economic progress or conditions that are aggravated by economic and techno- 
logical change. On the request of governments, TCA provides specialists to aid 
and advise on (1) deveoping group and community self-help organizations, (2) 
preventing or dealing with social problems resulting from economic and techno- 
logical change, (3) establishing or strengthening social welfare and related 
community services. 


Education, $16,783 ,00t- . 

The essence of all point 4 projects is education. Whether working in the field 
of agriculture, health, engineering or public administration, the primary purpose 
of technical cooperation is to transmit the knowledge and skills that will help 
develop the capacities of human beings to improve their own conditions of life. 

Within the overall objective of the program, education specialists have a 
specific and important responsibility in helping people who, for the most part, 
have never had access to schools and systems of basic and vocational education. 
It is significant that among these people, whose needs are many, the need for 
education is deeply felt and the demand for schooling is insistent and widespread. 

TCA education activities may be summed up as follows: 

1. Cooperation with ministries of education of host governments in planning 
and developing school systems which provide both basic and vocational educa- 
tion for both adults and children. 

2. Teacher training programs which introduce modern teaching methods, for 
literacy, vocational arts and crafts, and community living. 

3. Adult education programs for literacy, vocational training and homemaking 
purposes. Such projects are not restricted to classrooms, but draw also upon 
industry to provide apprenticeship trainir,g. 

4. Cooperation with universities and other institutions of higher education of 
TCA countries to develop their staffs, facilities, curricula and their relationships 
with appropriate institutions in the United States, often through the exchange of 
students and faculty, 

The rapid increase of schools and adult literacy classes in many point 4 
countries is stimulating an interest in female education, where women and girls 
have long been denied access to schools. In this connection, the pioneer work 
of some 125 American women technicians in a number of technical fields is im- 
mensely valuable. 

The TCA education program is making increasing use of modern visual aids 
which are the indispensable tools of technicians in their work of communicating 
ideas and demonstrating skills to large numbers of people. Experience shows 
that point 4 visual aids are most effective when they are simple, when they are 
locally produced and when they reflect the setting and the customs of the 
country where they are to be used. Training of nationals in the development 
and use of simple visual aids is an important element in the TCA education 
program. 


Natural resources, $11,343,000 


Proper conservation and development of natural resources are essential for 
real and lasting improvement in the living standards of people in the under- 
developed countries. One of the most precious resources is water—particularly 
in the Middle East, south Asia, and certain semiarid areas of Latin America. 
United States technicians, under point 4 auspices, are working in cooperation 
with the technicians of the host countries to forward water resources develop- 
ment for multipurpose use of irrigated agriculture, hydroelectric power, domestic 
and stock water. Coupled with these developments are projects for reestablish- 
ing forests and rangelands worn out during centuries of overcutting and over- 
grazing. In many countries special assistance is given to development of fresh- 
water and deep-sea fisheries. 

Mineral resources, both metallic and nonmetallic, are increasingly important 
to the economies of all countries. Our technicians are guiding exploration and 
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development of minerals in cooperative projects and are training the technicians 
of the host countries in improved practices of exploration, mining and process- 
ing of minerals. 


Industry, trade, and labor, $8,900,000 

Some measure of increased industrialization logically accompanies the effort 
to grow more food, improve health and education. At present, many of the 
people in the underdeveloped areas can work only during the farming season and 
need other employment during the off periods. Crops are partly wasted for 
lack of industrial processing facilities. National economies which are too de- 
pendent on the price of a few raw materials are often extremely unstable. 
S-arce foreign exchange frequently has to be spent to import goods which could 
be processed efficiently with domestic resources. 

Point 4 is helping existing industries in newly developing countries to improve 
their operating eficiency and the quality of their products. As avuilable 
resources and markets warrant, point 4 also offers aid in developing new indus- 
tries. It assists in field and laboratory studies of local raw materials and their 
utilization in order to suggest new products and processes. In addition, point 4 
provides technical cooperation in searching for, developing or processing basic 
industrial materials. 

TCA specialists attached to its country missions or available through other 
arrangements, provide a wide range of advisory services for industrial develop 
ment. One mechanism for doing this is through productivity centers such as 
are being established in Brazil and Chile. Again, the services of private con- 
sulting firms can be made available to another government under contract, as 
has been done in Burma and Indonesia, and is being started in Egypt. Or, home 
and other small-scale industry can be stimulated and guided by point 4 special- 
ists, as is being done in Ecuador. 

The point 4 program is cooperating with governments in dealing with the labor 
and manpower problems inherent in programs for increasing productivity and 
raising living standards. As the program progresses, these problems are appear- 
ing in ever-sharper focus and can be expected to require increased attention. 
Technical labor experts have been assigned to several countries to advise other 
governments. Specific projects are completed or under way in such fields as 
industrial training (including training of foremen); productivity; industrial 
saiety and hygiene; labor statistics, and governmental labor administration. 
Trainees have come to the United States for practical on-the-job training in 
industry, governmental labor administration and labor-management relations. 
Technical information and materials are being provided to Latin American pro- 
ductivity servicios. 


Transportation and communications, $3,451,000 


Without adequate transportation and communication systems, a country’s 
economic development cannot progress far. Transportation and communications 
must keep pace with, or pave the way for development in other fields of activity. 
Growing more wheat or rice has limited value if it cannot be moved to market. 
Industries cannot be developed unless they have access to necessary raw materials 
and a means of distributing their products. Better transportation enables 
vital raw materials to become a source of badly needed income to underdeveloped 
countries and a means by which they can contribute to the prosperity of the 
free world. People and ideas must move with commerce to strengthen the vitality 
of the free world. Transportation and communication systems must not only 
be developed, but maintained effectively if they are to be useful. 

TCA cooperates with other governments in a wide range of such activities, 
including the development and maintenance of road, water, rail, and air facilities. 
This cooperation involves surveys and advice on routes, on construction, main- 
tenance, and operating methods. Point 4 technicians contribute also to effective 
use of Export-Import and International Bank loans as, for example, in Liberia 
and Bthiopia. 


Public administration, $2,535,000 


Point 4 technicians are now advising host governments on modern methods of 
public administration. In most countries with which TCA is working, manage- 
ment of government offices and public services is antiquated. Only by develop- 
ing trained government administrators and agencies capable of effectively plan- 
ning and executing economic development programs, may we be assured that the 
benefits of our efforts will endure after the termination of United States 
technical assistance. 
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Many countries have shown an interest in getting advice to help them improve 
their public administration. Requests are usually for services of competent 
United States technicians to assist on specific problems, or for training grants 
under which nationals come to the United States or elsewhere for advanced 
study and observation. These two approaches are integral parts of the TCA 
public administration program. Results of this work include the establishment 
in Saudi Arabia of a new monetary agency to centralize control of receipts and 
expenditures on the basis of recommendations of a TCA mission, and the establish- 
ment of an executive budget system in Uruguay with the help of several local 
officials who had received training in the United States. 
Community development or “general projects,” $21,686,000 

TCA experience in reaching people at the grassroots has emphasized the im- 
portance of getting active participation by individual farmers, workers, and 
their families at the village level. Things done for people often prove not to 
be permanent; whereas self-help activities tend to “bring the people to life” 
and lay a permanent basis of community support behind the advances made. 
Increasing emphasis, therefore, is being placed on a community-development 
approach in all regions of TCA responsibility. This provides for coordination 
of technicians from many fields—usually agriculture, health and sanitation, 
education and social welfare and often also industry and other social activities. 
By putting services of a variety of technical experts behind the development 
problems of selected localities the impact of the total program is multiplied. 

*articularly interesting in a number of community-development projects is the 
device of training multipurpose village workers who live in the native community 
and help the people actively take part in meeting their own felt needs. These 
village level workers also promise to provide an important channel by which 
national ministries may reach down to the people themselves with such regular 
established services as agricultural extension and other centrally organized 
activities. In some other instances, as in Iran, a team of a number of specialists 
actually work together in the local community. In general a community-develop- 
ment approach performs the following special functions: 

(a) Provides a framework for insuring a coordinated approach to community 
development ; 

(vb) Provides an opportunity for the people to plan and carry out self-help 
activities ; 

(c) Develops local leadership and the capacity of the community to carry on 
development programs after outside assistance is withdrawn; 

(d) Serves as a channel for reaching the people with technical assistance and 
services available from the Government and other sources. 

Village development programs of this general kind are being particularly 
emphasized in India, Pakistan, Iran, Iraq, and Egypt; but a great many other 
countries in both hemispheres are carrying on similar projects in selected 


Training (costs included under above activities breakdown) 


The policy of the Technical Cooperation Administration is to train as many 
technicians as possible in each of the cooperating countries, using local facilities 
and projects as educational laboratories. This gives each United States techni- 
cian serving abroad a heavy responsibility for teaching. Training on the job 
bas the advantages of being in the learner’s language and in an environment 
which he understands. 

In some instances, it is desirable for trainees and leaders to go to a training 
center in a nearby country. The use of training facilities in the region as well 
as those in the country provides instruction and experience of either a broader 
or a more highly specialized kind. 

An example of regional training is that carried on in the American University 
of Beirut, Lebanon, to which trainees go from a number of Arab States. A 
similar program is underway in Puerto Rico for Latin American technicians. 

A considerable number of leaders and more advanced trainees are being 
selected for training in the United States. This ever-increasing training re- 
sponsibility is shared by the other departments and agencies of the United 
States Government and by the educational and business institutions of this 
country. The careful blending of training between governmental and non- 
governmental agencies is important to provide a balanced experience in both 
theory and practice. 

An experiment in special-purpose training is planned for Puerto Rico. A 
limited number of trainees bound for the United States from south Asia and 
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the Near East countries may go first to Puerto Rico. There they would enroll 
for a month’s general demonstraticn of the Puerto Rico plan for raising the 
standard of living of its own people. Also south and southeast Asian trainees 
often make stopovers in Japan. 

This summer in the United States there is being established an experimental 
localities. 
training center for the short-term training of foreign students graduating from 
American universities. It is thought that this plan might eventually supply a 
considerable number of the junior technicians so greatly needed by their countries. 


Economical assistance and technical cooperation, Near East and Africa— 
Comparative summary of obligaions by country 


{In thousands of dollars] 
Actual, 1952 Estimate, 1953 Proposed, 1954 


Country Act for In- Act for In- Act for In- 
ternational Special ternational Special ternational Special 
Develop aid Develop aid Develop- aid 
ment ment ment 


11, 876 


68, 500 
1, 264 
anon 
Liberia 
Libya 
Saudi Arabia 
Syria 
Regional projects 3! 
Undistributed by countries 2 50, 000 2 60, 063 170, 000 


Total obligations 37, 774 114, 764 51, 391 130, 291 3, 792 170, 000 


“Special economic aid” item includes minimum aid required to mair 10 in Lran at approxi 
mately $25 million level 
2 For relief and resettlement of Palestine refugees 
New appropriations are not at present requested for $30 million of 
Palestine refugees). 


Economic assistance and technical cooperation, south and southeast Asia— 
Comparative summary of obligations by country 


In thousands of dollars] 
Actual, 1952 Estimate, Proposed, 


Country Act for In- Act for In- Act for In 
ternational Special ternational Special ternational 
Develop- aid Develop- aid Develop- 

ment ment ment 


Afghanistan 253 663. 3 5 1, 400 

Burma 2 13, 674. ¢ 935. 6 

Ceylon 10. ¢ 

India 52, 707 s 30, 100 

Indonesia 2 8, 063 3, 4, 000 

Nepal 201. ! 600 

Pakistan 10, 600. i 15, 000 13, 000 14, 500 
Regional 155. 


Total obligations 85, 668. 68, 382. ! 16, 500 49, 100 94, 400 


1 Long-term loans made to these countries under authority of the Mutual Security Act as amended for the 
purchase of wheat. 

2 Unliquidated obligations transferred from MSA as of June 30, 1952, when program was transferred to 
TCA for operation under the act for international development. 
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Economic assistance and technical cooperation, American Republics and 
DOTS *—Comparative summary of obligations by country 


{In thousands of dollars] 


Act for international | Act for international] 
development | development 


Esti- Fsti- Pro 
aa mate, | ‘ Aciaeh, mate, | posed, 
“i 1953 | = 1953 | 1954 
. . | 
Country Country—Continued | 
Bolivia --| 1,392.2) 1, 291. Mexico 693. 835. 1 
Brazil ‘ 2, 555.1) 3, 512. Nicaragua : 576. : 746. 
Chile . ‘ , 049. 6) 1, 140 Panama ; ‘ , 291. 965. § 
Colombia... 700. 6 978 Paraguay ‘ -| 1,129.9) 1, 776. § 
Costa Rica__-. , 260.7 881. Peru oes 534-4, eee , 974. 5} 3 
Cuba... 145.0! 246. Uruguay , 362.6) 506. 5) 
Dominican Re public 205.7 376 Venezuela. ---| 1390. 210. 3} 
Ecuador ine 1, 243. 3) 1, 412. DOTS! mee 68. 3 16. 
El Salvador 3 425. 6 803 Regional __--- 850. , 485. ! 
Guatemala a 204.8 211 Domestic program cost. 547.9 739. 
MOM, . oceu “— 621.1 646. ! 
Honduras.........-. 626. 4 837. 3 


ADODS 


Total obligations - _/17, 788. 3) 21, 595. 5 24, 342 


Om 


| 


1 Dependent overseas territories in the Western Hemisphere, 


Mr. Woop. If there are no further questions on the regular technical 
progress and development program in the Middle East, or on the 
special economic-assistance program in the Middle East, concerning 
which Mr. Gardner testified at an earlier hearing 

Mrs. Bourton. I have just one question at that point 

I would like to know if it has been testified at all on what basis 
these programs are considered successful in a country 

What is the standard by which they are judged, or have none of 
them been going long enough to be judged at all? 

Mr. Woop. I think the standard by which they are judged, Mrs. 
Bolton. is perhaps a multiple one. 

First, do they succeed in improving the production of agricultural 
goods, in increasing the general economic development of the area ; do 
they as a result of this succeed in improving the political atmos- 
phere—— 

Mrs. Boron. It is on a basing of decreasing agriculture, improving 
political aspects and general living conditions? 

Mr. Woop. That is correct, and thereby promoting the political 
stability of the area. 

It is very hard to say at times where you have prevented deteriora- 
tion. 

Mr. Cuatruam. May I ask one very short question before you pro- 
ceed there ? 

The Mutual Security Act, 511 B states: 

No economic or technical assistance shall be supplied to any other nation 
unless the President finds that the supplying of such assistance will strengthen 
the security of the United States and promote world peace, unless the recipient 
country has agreed to join In promoting world peace and to take such action 
as may be mutually agreed upon to eliminate causes of international tension. 

Now, Mr. Andrews, you do not propose to furnish any such assist- 
ance to a country unless those conditions are met ? 

Mr. Anprews. That is right, and met to the satisfaction of our 
State Department. 

Mr. Cuatnam. Thank you. 
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Mr. Woop. Are there any other questions on the Middle East, or 
should we proceed to the discussion of southeast Asia, notably India, 
Pakistan—— 

Mrs. Bouron. We have not been told at all what these propositions 
are. Mr. Andrews tells us there is a Latani River and a Yarmuk 
River. We have been given no detail on it. We have been given 
nothing about the situation Mr. Gardiner was discussing yesterday. 

Mr. Woop. We will be glad to go into any of those thing as you wish. 

Mr. Vorys (presiding). Mrs. Bolton, we have very complete and 
elaborate statements, country by country, before us, and I would won- 
der whether we are going to have the time—I think that is the prob- 
lem—whether we are going to have the time to review these books 
page by page. 

It is presumed that the members of the committee have familiarized 
themselves with this, and that questions on any items in it are now in 
order or will be in order later. 

We are being pressed to get this bill ready for the floor. We have 
to do one of two things, it seems to me, on, for instance, the Near 
East and Africa: 

We have to start through a similar review, or something that would 
parallel this comprehensive statement that we all have, or you simply 
can ask for questions on details, and we go on to another. 

Mrs. Boiron. May I ask two questions that I think probably Mr. 
Smith has some thoughts on: 

In the Near East area, what can you do, if anything, about the 
countries that have oil, like Iraq and Saudi Arabia, to have them pay 
a larger share of any project that is undertaken, and a country like 
Syria that has no financial background ? 

Mr. Anprews. In the case of Iraq, of course, the technical assist- 
ance program in Iraq is paralleling and backing up their broad in- 
vestment of their own. 

Mrs. Bouron. Now just a minute. You say technical assistance. 

All right. 

Where does the project of the Euphrates-Tigres lie in all these rami- 
fications of different administrations and organizations? 

Mr. Anprews. The Iraq Development Board has been and is build- 
ing those dams and barrages and irrigation ditches. We are assisting 
them with engineers in advising on the laying out of it, the handling 
of it and some of the problems relating to it. 

We are assisting them also in the agricultural side. We are assisting 
in the laying out of the villages and the testing out and the developing 
of the types of equipment to be used. 

Mrs. Bouron. That does not go to my question. 

Mr. Anprews. I am sorry. 

Mrs. Bouron. How can they pay more than Syria does? 

Mr. Woop. I think Mr. Gardner can perhaps add to that. 

Mr. Anprews. They do very much, 

Mr. Garpnrr. The Iraqis are devoting 70 percent of their oil 
royalties to development. The bottleneck at the moment in spending 
that money is not funds in Iraq, it is developing these engineering 
plans. 

Now there, I think, our technical assistance is making a very great 
contribution. I know that view is shared by our Ambassador to Iraq. 
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We have a former Assistant Director of the Bureau of Reclama- 
tion working on the development board with the Iraqis. 

The Iraqis are adequately financed to follow up his suggestions on 
specific engineering work and this year, for the first time, the Leb- 
anese diversion of the floodwaters of the E uphrates was effective and 
it prevented a flood in Bagdad. Now, that is a negative accomplish- 
ment. You cannot boast to people that we prevented a flood, perhaps, 
but it is proof of effectiveness, and they are getting on with these very 
substantial works and they are making available new lands for settle- 
ment. 

As I think I testified a week ago, for the first 400 homesteads they 
had 16,000 applicants. That work is going to snowball and increase. 
I think Traq is an excellent example of where the technical-assistance 
work of the nearly 100 Americans who are out there has sparked 
achievements of which you are going to be very proud. 

Now, I think in distinction, Syria, Jordan, Egypt, Israel, and per- 
haps Lebanon are perhaps countries where you will have to find other 
funds as well as local funds if you are going to succeed on your time- 
tables, and there again you get involved directly with the refugee 
problem 

I hope we have made a case for capital funds not only for the ref- 
ugees but capital funds to supplement those efforts. 

As T testified, unless there is a reasonable degree of prosperity, the 
refugee is an unwanted person. He becomes wanted in an expanding 
economy. We have felt that was proven in the last 3 years. 

Mrs. Boron. It is planned to use the refugee as a laborer? 

Mr. Garpner. That is right. 

You have a thousand refugees building a road to one dam up there. 

We did change 2 or 3 years ago from the concept of using refugees 
on make-work projects. We want to have something specific come 
out of this, rather than have people work just for the sake of work- 
ing—raking leaves or shoveling snow. 

Chairman Cutrerrrip. Mr. Wood, we must proceed. 

Mrs. Kertty. Could I ask one question: 

Under this new program, are we cutting back the personnel in our 
TCA program? TI have a statement here which shows they are 
doubling them. 

Mr. Anprews. That is true, absolutely. The technical people are 
going up and ought to go up, not in any great amount, but up con- 
tinually unless this program reaches a kind of a median point. 

The one thing I did not put in the record which T think T should 
say—and I am saying it purely on a point of personal privilege and 
»f judgment of one who has been connected with it: 

If the United States is not willing to go along with this program to 
the extent of about $100 million to $110 million over a period of 3 to 
5 vears, we had better stop it right now, because this program is at a 
point right now where it is beginning to roll. You have projects go- 
ing. There are 1,745 specific projects covered in this book. 

Money has been obligated and technicians are out there on that 
sort of thing. It is going to take about that sort of program if you 
are going to get results out of this basic stuff. 

Now, you can spend the money and all that sort of thing, but you 
have to get out to the people, you have to get down to the villages, 
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and you have to get there with a specific, definite thing that touches 
the people. You cannot do that overnight and you cannot do it by 
waving your hand. 

It takes time and all kinds of patience, and the thing that we give, 
plus a little technical assistance or guidance, is leadership. The w ill- 
ingness of Americans to go out in this area and take off their coats 
and say to the village leaders in an area of villagers, “Come on, let’s 
tackle this problem,” is worth more than all the other things and money 
we are spending on the thing. 

I can tell you here by the hour where the influence of one individual 
has completely revolutionized areas and housing and agricultural 
things. 

I have one illustration back here. One man in Burma through sheer 
advice and intelligence and commonsense, has sparked off a $100 mil- 
lion housing program for the refugees and the people in Burma. 

A village of a kind that the people can build themselves, a kind that 
is practical, sanitary and healthful. 

That is the kind of thing that this program is about. When it 
ceases to be that, it is not a technical assistance program. 

Mr. Vorys. I have a question that applies to this area, but it is gen- 
eral: 

As of February you had 234 in program direction and 318 techni- 
clans. 

Now, is it on any such basis as that that you intend to increase the 
personnel ¢ 

Mr. Anprews. There again that is a problem of bookkeeping and 
accounting, Mr. Vorys. There is a big debate on what is program di- 
rection and what is technician. 

For instance, we have public health. In every country we generally 
have a man from public health who is on the staff of the country di- 
rector. He is essentially a technician, but at the same time, there will 
be maybe a sanitary engineer, maybe a nurse, maybe some training 
people under him wor king with the host country’s people, and on one 
system of bookkeeping somebody argues, “Well, that fellow is a tech- 
nician, he ought to be classed as a technician. 

Somebody ‘else calls it program direction. 

We had here a system whereby we called everybody in Washington 
\dministrative and everybody in the field technicians, but the General 
Accounting Office and others wanted it to go the other w ay and we had 
to make that division and there is an aw ful argument about what is 
program direction and what is technical. 

Mr. Vorys. Are there four public health officers who are the pro- 
gram directors 

I refer to the figures based on your own payroll for February for 
this Near East and Africa area. ° It is typical, however. There are 
234 in program direction, and 3 8 technicians. 

Mr. Anprews. Well, sir, all I can tell you is that that is a matter 
of bookkeeping. There is not a man setting up here directing two 
people, and under this new definition which is being put in here—— 

Mr. Vorys. Directing just about one. It is about 50-50, generals 
and privates in the technical assistance army, based on the payroll 
records. 
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Mr. Anprews. According to the books and according to that record, 
that is absolutely true, but in fact that is not true because this public 
health man may be classed as a program director. 

As a matter of fact, he is a technician, he is carrying out work and 
goes into the field and works as a technician. 

Under the new bookkeeping system—and the hearings caught us 
right in the middle of that—these things will be reclassified and the 
figure for the Middle East is this: 

There were 691 people in the Middle East as April 30; 564 were 
technicans, and 127 were in program direction. 

That is the clearest distinction we can make between the program 
directors. 

Mr. Vorys. Is this all just bookkeeping mistakes? Is it a case cf 
simply changing the books? 

This is pretty impressive, Mr. Andrews. If our whole system of 
Government accounting is so bad that they require you to list as a 
program director somebody who is not a program director, that calls 
for an investigation. 

Mr. Anprews. I did not want to prolong this hearing on details. 

Mr. Vorys. Let me say that this may not be prolonged at this mom- 
ent, but this is not a detail. There are two things—what I suspect 
is this: Last year I asked Mr. Bingham, your predecessor, “Have you 
recruited or have you any plan for recruiting these devoted and able 
and qualified 2,000 technicians?” 

Answer: “Yes, sir, we do.” 

And, he went on and answered, and you have not got them yet. 

Mr. Anvrews. That is right, sir. 


Mr. Vorys. If what is happening is that you cannot get devoted— 
these are quoted words, as to the only kind of technicians we ought to 
send out—‘“devoted and able and qualified” technicians. 

Now, if it means that you cannot get a devoted and able and qualified 
technican, so you say, “All right, put him on the payroll as program 


s 


direction’ 

Chairman Curperrrecp. Or take him out of agriculture and send 
him into Burma. I know one man there who does not know any more 
about it than the man in the moon. 

Mr. Anprews. When TCA was set up, the procedures inherent in 
the State Department means of bookkeeping and obligating funds was 
put in, simply because it was a part of the State Department. 

It was very evident last year in the hearings before this committee, 
and also the Appropriations Committee, that that system of making 
an obligation and letting the vouchers against it, a very detailed sort 
of thing—which works well for a diplomatic corps; something not 
moving fast, like these operating programs are—that that would not 
provide Congress or ourselves with the operating material and the 
operating data that we must have. 

We called in General Accounting Office, people from the State De- 
partment and all over the Government, to set up a record and account- 
ing system which would give the information right down to the vil- 
lage and where it came from and where the money was spent, and 
where the plan is and all that sort of thing. 

That was introduced in the countries just about 6 months ago and it 
is just now in the process of getting going. 
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About two-thirds of our countries are operating on it. We have 
the rest of them operating on the old system trying to change it over. 

Under the system as now prevailing, as I said before, there is a 
clear distinction between program direction and technicians. On the 
point of the technicians we have, as I said in my original statement 
here, not reached the objective of 2,460 people overall, as we expected. 
We cut it back last January to 2,150, and we are expecting to have 
around 1,950 by June 30, and I want to say this, and I am deferring 
to Mrs. Bolton on this particular point: 

It is very important that you have a job, a specific place for the 
man to go and know specifically what he is going to do before you get 
a technician out there. 

Otherwise, you have a man churning around here and taking up 
space and not doing anything. 

A lot of times the Government will say, “I want this fellow,” but 
we know he has to have a job and there is to be something for him 
to do it on. 

In Beirut and in India there were cases where technicians were 
rushed out there and when you came to the job to do, it was not there 
and you had to fool around and make—well I would not say make 
excuses, but at least try to find a place for the fellow to work out. 

At the present time, we do know the job is there for the man and 
we send the man out only when we have that because it is waste of 
money and a waste of time and a waste of personnel otherwise. 

Mr. Vorys. Also on this same area, as to the direction in the De- 
partment of State, that TCA has about twice as many people occupy- 
ing desks in the State Department as the State Department itself 
does. 

For instance, in Israel there are 10 for TCA and 4 for State. In 
Iraq, TCA, 10, State, 6; Ethiopia and Liberia, 9; and State has 7 for 
west central and east Africa. 

Can you explain why that is and whether there might be a possi- 
bility of changing that under the reorganization plan ¢ 

Mr. Anprews. The chances are that will 

Mr. Vorys. Maybe State wants to say something at this point, too. 

Mr. Anprews. I will say this, sir. 1 think the way that come out, 
when this was set up we did not have our own administrative-book- 
keeping-communications personnel and all that sort of thing and we 
simply paid the embassy for putting on the extra personnel, the extra 
bookkeepers, maybe transportation. 

Mr. Vorys. This is not in our embassy. This is right in the State 
Department in Washington. 

Mr. Anprews. Oh, in Washington ? 

Mr. Vorys. It is roughly 2 to 1 in the State Department on technical 
assistance, compared to the area desks that are supposed to be the 
experts who know everything we need to know about that area. 

Mr. AnpDrews. Well, sir, 1 would rather not comment on that. 

Mr. Vorys. Would State wish to comment on that, anybody from 
the State Department ¢ 

Mr. Woop. Mr. Claxton, can you throw any light on this subject? 

Mr. Vorys. I bring it up for this area before we leave it, but pre- 
cisely the same thing will be true in the next area. 
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STATEMENT OF P. P. CLAXTON, OFFICE OF THE ASSISTANT 
SECRETARY OF STATE FOR CONGRESSIONAL RELATIONS 


Mr. Ciaxton. Mr. Gardner may be able to answer this better than 
I, but as I understand it, I believe it should take fewer people to work 
on the kind of policy problem to be worked on at the various desks 
in the State Department, than are necessary to handle these programs 
for the expenditure of furnishing the acquisition of technicians, the 
working out of all the many details which Mr, Andrews’ organization 
has to deal with in carrying out the TCA programs. 

What you are doing, as I understand the figures, is setting off people 
working on programs as against people working on policy in the 
State Department. 

Mr. Anprews. I would want to say though, Mr. Claxton and Mr. 
Vorys, the people employed in the State Department genuinely work 
on programs. 

We are going to have all kinds of trouble if you set a little cell over 
here working on a country over in TCA and ignore the man on the 
desk or ignore the people in State Department who probably know 
more about that than we actually do—we may know the technical 
side—and the other point is that—of course somebody has to pay 
that man. 

Maybe the State Department payroll cannot stand it and maybe they 
should not if the man is going to devote most of his time to TCA prob- 
lems; in that case he should not be paid by State and the man is over 
in State rather than in our office. 

Apparently, sir, I have missed the question entirely. My people tell 
me I am missing the point entirely, Mr. Vorys. I am sorry. 

Chairman Cureerrtetp. Mrs. Bolton—— 

Mrs. Bouton. I had hoped very much that the meeting this morning 
might be what some of us thought it was going to be, a continuation 
of Mr. Gardner's testimony and : 1 whole discussion of the Jordan 
area and that whole thing. 

Inasmuch as that has not been possible I am wondering, Mr. 
Gardner, whether it would be at all possible to give us a very clear 
statement of the whole situation, there, continuing from where we 
were the other day? 

Chairman Cuiperrrecp. Mrs. Bolton, I am trying my best to pro- 
ceed as rapidly as possible. 

Mrs. Botton. I am trying to ease your situation. 

Chairman Curperrretp. I am trying to get the information which 
you wish. I have called on Mr. Wood at least 2 or 3 times to have a 
witness proceed. Then we have some interruption. 

Mrs. Botton. It is just because of that, Mr. Chiperfield, that I am 
suggesting we have it on paper inasmuch as we are supposed to close 
the bill down tomorrow unless we can have a further hearing on the 
area. 

Mr. Garpner. You would like a written record, Mrs. Bolton? 

Mrs. Botton. I would like a written statement on what you would 
have given us on the Jordan business this morning. 

Mr. Fuuton. What did you say about closing the bill tomorrow 
morning ? 

Mrs. Bouron. We have been told the bill is going to be marked up 
next week according to what we have been told. 
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Chairman Cutrerriecp. We have a program. We hope to end Mr. 
Ww bod” s testimony, and then we have some private witnesses again this 
afternoon and so on. 

There has been no set time to close the hearings, but we are trying 
to proceed as rapidly as possible. Mrs. Bolton is quite correct that we 
are trying to end this week if we can, the hearings. 

Mrs. Boutron. When we have 2 or 3 things at once, it is difficult. 

Chairman Curprrrterp. The floor leader contacted me yesterday 
and urged me to get this bill out. 

Mr. LeCompre. Are we working against a deadline to have it out 
and on the floor ? 

Chairman CurperFieLp. We are working among ourselves, and we 
will do it the way we think it should be done up here and we are not 
going to take our bill, if I have anything to do with it, until we are 
satisfied that we have gotten the information, and I do not care how 
much they jump me downstairs. 

Mr. LeCompere. I am glad to hear you say that because I think it 
would be a mistake to go to the floor until Mrs. Bolton and Mr. 
Vorys and 3 or 4 others have satisfied themselves as to being able to 
sell the bill to the House, to use a slang expression. 

Chairman CurtrerrieLtp. When I got out of this meeting at 1:30 
yesterday, I got a call from the majority leader saying, “Get this bill 
out. * 

[t’s difficult to proceed as rapidly as possible. I’m doing my best. 

Mrs. Boiron. It was simply my suggestion that if we are not going 
to have another hearing, I would like to sit down with Mr. G: ardner 
myself with my subcommittee. 

Chairman Cutrerrietp. We will get the facts, Mrs. Bolton, just 
as rapidly as we can, and we will try to proceed so that we will get 
all the information that everybody wants. 

Mr. Wovov. Mr. Chairman, may I suggest, in the interests of ex- 
pediency, that Mr. Andrews be permitted to put something in the 
record concerning Mr. bag questions ? 

Mr. Anprews. Mr. Vorys, I apologize. I finally got what you are 
talking about: I am sorry, sir. : know what you are talking about. 

Mr. Woop. And Mr. Gardner can put something into the record 
with respect to Mrs. Bolton’s gress ions on Jordan. 

If we can do that, it may save some time. It is just a suggestion. 

Mr. Vorys. When you are doing that, will you put in an explana- 
tion of your program as found on page 136, where there is 1,030 tech- 
nicians proposed for next year? For the previous years, there is 
nothing but technicians listed. 

Now it is 282 for 1952, 722 for 1953, 1,030 for 1954. It would 
appear from this summary that there is nothing but technicians; no 
administrative, no program directors, at all. 

When you are putting that in, will you explain about that? 

Mr. Anprews. Yes, sir. That involves this change in the bookkeep- 
ing that I spoke of. 

(The following information has been supplied for the record :) 


COMPARISON OF PERSONNEL ASSIGNED TO STATE DEPARTMENT POLITICAL DESKs AND 
To TCA CouNTRY BRANCHES 


The number of personnel assigned to the State Department political desks 
“annot properly be compared with the number of personnel assigned to the TCA 
country branches because their duties and responsibilities are different. The 
fact that more people are assigned to the TCA country branches than to the 
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State Department political desks is attributable to the larger workload required 
of an operating agency. The political desks are concerned with making policy, 
and the TCA country branches are concerned with following through on the 
many details involved in program action. TCA looks to the State Department 
political bureaus for basic policy determinations on political, security, economic, 
public affairs, and other matters related to the general conduct of foreign rela- 
tions with the countries where TCA functions. Under the guidance of such 
policies the TCA country branches undertake a program of action as follows: 

1, They participate in program planning with the various country directors 
of technical cooperation. They assist the country directors by furnishing infor- 
mation on the availability of technicians in various fields, lead time for the 
procurement of supplies and equipment, and current policy determinations with 
relation to grants, loans, investments, and basic materials. They inform the 
country directors of fiscal and financial policy as well as general political policy, 
as these relate to plans for technical progress and development. 

2. They deal with the technical agencies of the United States Government in 
the review of project proposals and the recruitment of technicians, They also 
deal with the embassies of foreign governments in this country, with the politi- 
cal and economic offices of the Department of State, and with the financial 
agencies, both United States and international, on program and operational 
matters. 

3. They negotiate contracts for technical services with private organizations 
that can contribute to the program. They follow through on all program matters 
requiring action in the United States in order to accomplish the work in the 
field. They determine the point of action and they keep the field informed of 
action progress. 

4. They act as representatives of the country directors on matters of funds, 
technical services, personnel, equipment, supplies, and other support in the 
United States. 

5. They initiate activity authorizations inaugurating new segments of the 
work to be done in the field. 


PROGRAM DIRECTION 


Originally, overseas personnel recruited directly by TCA were listed as “pro- 
gram direction,’ in accordance with regular State Department practice, where- 
as overseas personnel recruited directly by the backstopping agencies were listed 
as “technicians.” This practice resulted in an apparent excess of positions 
labeled “program direction” because a high proportion of the chiefs of technical 
staffs recruited directly by TCA represented the key technicians concerned en- 
tirely with planning and directing particular technical activities. 

Last fall TCA undertook to correct this classification and instituted measures 
to transfer from “program direction” to “technicians” those individuals who were 
in fact discharging technical functions. Before this could be fully accomplished, 
however, the Director of Mutual Security ordered a somewhat different classi- 
fication in order to attain maximum uniformity between TCA and MSA. 

The final outcome has been to establish the general principle for TCA that 
all field personnel spending more than half of their time directly on technical 
functions, together with their immediately supporting personnel, are listed as 
“technical staff.” Those devoting more than half of their time to program di- 
rection, planning, and general administrative services are included in the ad- 
ministrative budget as “program direction staff.” The attached table shows 
the numbers in each of these two categories, by regions, for fiscal years 1952 
and 1953, and the numbers planned for fiscal year 1954. All of these are shown 
in terms of the present definition, which is believed to be the most realistic 
and useful one available. 

With regard to the rate of recruitment of technicians, actual recruitment has 
fallen considerably below original expectations. It is estimated that on June 
30, 1953, technicians in permanent or temporary field positions plus selected tech- 
nicians being processed will somewhat exceed the revised 1953 program goal 
of 1,837, but the number will be appreciably less than the approximately 2,180 
technicians who, on the basis of present definitions, constituted the targets 
initially authorized for fiscal year 1953. 

The proposals for fiscal year 1954 involve an average increase of less than 
10 technicians per country over the original 1953 authorization. Most of the 
total increase for fiscal 1954, in fact, represents technicians whom other govern- 
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ments have already requested and about the nature of whose work specific dis- 
cussions have in many instances been held. 

Although replacement needs will be somewhat greater in fiscal 1954 than in 
1953, the technician goal seems reasonable, particularly when viewed in the 
light of the following factors which are more favorable than they have been: 

1. Personnel reductions in other overseas programs and in Washington will 
greatly increase the availability of experienced technicians ho are particularly 
well qualified for many TCA projects. For example, the Bureau of Reclama- 
tion alone is releasing some 1,400 people of whom about 100 may be potential 
candidates for TCA programs. 

2. Other governments are constantly becoming better able to size up their 
needs and what they want to do about them. Simultaneously they grow more 
familiar with TCA procedures, so that less time is required for projects to 
reach a stage where TCA can begin to recruit technicians. For instance, a large 
number of requests for technicians, particularly from the Near East and southern 
Asia, are now on hand for which it was not possible to recruit earlier. 

3. Security investigations have recently required less time than they did 
in the early months of fiscal year 1953 when the Civil Service Commission was 
first staffing up and taking over the work from the FBI. Fewer technicians are 
therefore likely to be lost because they tire of waiting and accept other jobs. 

4, TCA is constantly increasing its use of contracts, thus drawing directly 
on the staffs of colleges, universities, research institutes, engineering and other 
firms, and voluntary agencies. During the past year the dollar amount of such 
contracts nearly quadrupled. 

5. Initiation of a number of specific projects was delayed in fiscal year 196% 
because funds were not apportioned to TCA until October, November, and De- 
cember. 


TOA overseas personnel 


June 30, Apr. 30, | Estimated, | Currently 
1953 } June 30, |programed, 
- 1953 195¢ 


Technicians 
Near East and Africa: 
U. 8. Government 525 862 
Contract -_-.-.-. | é 168 


Total technicians 564 | 22 | 1, 030 


South and southeast Asia | 
U. 8. Government 85 | 256 405 
Contract peed 5 | nt 216 


Total technicians 


Latin America: 
U. 8. Government.. 2 597 
Oomtract. ........- | | 42 


Total technicians._-- . 595 | 639 
All areas: 


U. 8. Government , 236 1, 362 | 
Contract... .......-..- . ; 253 292 


Total technicians... ; | , } 31,654 


Program direction (Administration): } 
Near East and Africa seme 2 140 
South and southeast Asia 88 88 
Latin America 71 | 


Total administrative - - . ; 235 286 


Grand total overseas _ - 4 ‘ 1,319 1,774 : 1, 963 


1 Excludes 3 temporary employees who are accounted for in the program figures. 

2 Excludes 33 temporary employees who are accounted for in the program figures. 

* As of Apr. 30, approximately 220 selected candidates were in the pipeline, and about that number should 
also be in the pipeline on June 30. 

4 Excludes Burma. 


Chairman Cuirerrtetp. Let us proceed with another witness or 
some part of this program. 
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Mr. Woop. Mr. Chairman, I would like now to call on Mr. Kennedy 
and Mr. Loftus, who will deal with the special economic assistance 
and the regular technical progress and development program, assisted 
by Mr. Andrews, in the south Asia area. 

Mr. Vorys. Mr. Chairman, before you proceed, could I make a re- 
quest—and TI hope the committee will join: I would like to have you 
bring to the committee all of the pamphlets or booklets or brochures 
that you get out that you have been publishing. 

Mr. Anprews. Since the Dworshak amendment or before ? 

Mr. Vorys. Since the Dworshak amendment. 

Mr. Anprews. There are only two, sir, and that is one of them. We 
have also the amount of money we spent for it. 

Mr. Vorys. Please bring that in. 

Mr. Woon. - iy I say one word, Mr. Chairman, before calling on 
Mr. Kennedy : I am concerned about your question about the (deletion ; 
secret] military aid in the Middle East. If there is a real problem 
about that, I would ask the privilege of having a further discussion of 
that at some point prior to your going to the floor on this bill. 

Ns hairman Curerrrreip. There is going to be a real problem about 

; I can assure you of that. 

Me Woon. If that is true, may we have the privilege of going into 
that further, because as Mr. Dulles particularly mentioned yesterday, 
and Mr. Stassen too, this is a matter of very great importance in this 
particular area of the world. 

Chairman Currerrteitp. And the (deletion—secret). 

We will go into that, too. 

Mr. Woop. May we have a special session with the military repre- 
sentatives present on that, again, perhaps during the period of the 
markup, or whenever you can find time to do it? This 1s a matter of 
the greatest importance, Mr. Chairman, as indicated by the Secretary 
of State and Mr. Stassen, yesterday. 

Finally, I think we have talked in a somewhat confused way about 
this area of the Near East this morning. I think we have to take part 
of the blame for that confusion. However, I would like to point out 
that if we are going to get on with attempting to solve these problems 
in this particular area, which Mr. Stassen and Mr. Dulles so elo- 
quently laid before you yesterday, we cannot do it by sitting back and 
doing nothing. We have to do something about attempting to improve 
conditions and bringing people together i in this area, It is this aspect 
of the special economic assistance and the regular technical progress 
and development work that should be kept in mind, even though 
vou may pick out many individual errors in the work that has been 
done by people trying to get something important done. It would be 
a miracle if some mistakes had not been made in dealing with so 
difficult a task. 

The Congress itself and the executive branch have decided there is a 
way in which we can attempt to deal with these problems. However, 
if we are not given the tools to do this job in a way such as we have 
described, we have no hope of solving these problems. 

Excuse me for making a speech, but this is an important and serious 
area of the world. 

Chairman Cirperrtetp. There is no question about it, Mr. Wood. 
T would like to have your witnesses make a statement in orderly fashion 
and afterwards we will ask questions. 
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We have been jumping all over the place this morning. I suppose 
I should use this gavel a little bit and try te proceed in an orderly 
fashion. I hate very much to cut out any questioning, but I feel that 
we must proceed, 

Let us have a statement on this special economic aid and then in an 
orderly fashion we will ask questions and proceed. 

Mr. Woop. Mr. Chairman, Mr. Kennedy I know has a statement 
which I suggest, and I think he was going to suggest, he place in the 
record. I do not think it is necessary to have a further discussion of 
the political situation in the south Asian area. Then since time is 
going on rapidly, I will suggest that Mr. Kennedy be available to an- 
swer any questions on this subject and that it will be perhaps most use 
ful if we then proceed to discuss the program in India, which is the 
largest program in this area. Mr. Loftus is here for that purpose and 
[ will ask Mr. Loftus to describe as briefly as possible the situation we 
are facing in India and what it is proposed should be done about that 
situation through special economic assistance and regular technical 
progress and de velopment programs. 

That approach, it seems to me, will give the committee an example 
of the problems we are dealing with and what our programs for deal 
ing with these problems are like in south Asia. We can then go on 
to Pakistan or anywhere else you wish and Mr. Kennedy can come in 
with answers to any questions about the political problems there. 

Is that satisfactory ¢ 


STATEMENT OF DONALD D. KENNEDY, DIRECTOR, OFFICE OF SOUTH 
ASIAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Kennepy. It is proposed that we provide technical assistance 
and economic aid to India, Pakistan, Afghanistan, and Nepal during 
fiscal 1954 amounting to $139.5 million. This total ineludes spec ial 
economic aid to India and Pakistan of $94.4 million. Other outside 
resources available to these two countries, such as aid from Common- 
wealth countries under the Colombo plan and loans from the World 
Bank, do not suffice to meet the essential need for immediate funds for 
economic development. 

A brief indication of the importance and significance of the south 
Asian area (which includes India, Pakistan, Afghanistan, and Nepal) 
will highlight and provide background for the economic program 
which is being proposed. 

The committee has the benefit of the report of the Special Study 
Mission to Pakistan, India, Thailand and Indochina under the chair- 
manship of Mr. Chester E. Merrow. 

I would like to add that Mr. Merrow and the members of the mis- 
sion—Messrs. Judd, Carnahan, and Zablocki—undertook an arduous 
task under very unfavorable climate conditions. 

As the report of the Special Study Mission states, South Asia is the 
most important area of that part of the great Asian land mass which 
is not already under Communist control or under direct Communist 
attack. 

More than that, these countries have about 450 million people— 
between one-fourth and one-fifth of the world’s population. They 
command the Indian Ocean and are assential elements in the line of 
communications between the Mediterranean and the Pacific. They 
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possess important strategic and other raw materials which are avail- 
able for the use of the free world. 

India and Pakistan became independent only in 1947, and they 
are determined to the best of their ability to remain free and inde- 
pendent. All four governments face grave and vast problems of 
hunger, disease, and illiteracy. They are presently non-Communist 
and part of the free world, but they need help to maintain their posi- 
tion of leadership in their countries and to strengthen the democratic 
institutions they are trying to bring to maturity. 

These countries have 2,000 miles of border with the U. S. S. R. and 
Communist China—that part of the border which lies between Iran 
on the west and Burma on the east. The —— of this area, and 
they constitute about 60 percent of those being helped under the 
technical assistance program, are experiencing the new nationalistic 
spirit and breath of freedom now running throughout Asia. They 
will no longer accept resignation as the guiding principle but instead 
are impatient and demanding for progress. 

In the case of India the move for independence was led by the Con- 
gress Party. This party is now in power under the leadership of 
Prime Minister Nehru. 

Having thrown off foreign control, the people of India demand the 
progress which they have been led to expect. To meet this political 
as well as economic need the Government of India has developed a 
5-year plan, and 2 years of the 5 have already elapsed. 

India has adopted a democratic constitution, has had free and 
democratic elections, and is following constitutional processes in its 
daily life. By the end of 1956 or in early 1957 new national elections 
will be held at which time the present leadership will be tested. 

At that time the people of India will be subjected to the most 
extravagant claims and promises of Communists and other extremists 
against which they will weigh the accomplishments of their present 
leadership. If those accomplishments are substantial and provide 
the hope for future progress, the basis will exist for the rejection by 
the people of India of these false claims. 

The period between now and the next election then is the time dur- 
ing which United States aid should have its greatest effectiveness. 
The natural question will be: “Has the path which the Indian people 
followed been the right one?” 

Or, would authoritarian, totalitarian methods be better. Democ- 
racy is being tested now and during the next 2 or 3 years. It would 
be a catastrophe if lack of assistance which we could provide should 
contribute to failure. The rest of Asia is watching this test. 

Pakistan’s need for assistance is correspondingly great. This coun- 
try is part of the same geographic area as is India, and in fact for 
generations was indistinguishable from the rest of the subcontinent of 
South Asia. 

It gained independence at the same time as India and it must make 
economic progress in the next 2 to 3 years to provide the base for po- 
litical stability. It has still graver problems than those India faces, 
among them being the thousand miles of separation between east and 
west Pakistan. 

Because of this and other problems it has been unable to develop 
und adopt its own constitution and has just recently gone through a 
governmental crisis. The new Prime Minister Mohammed Ali, former 
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Ambassador of Pakistan to the United States, has already made 
cordial statements of friendship for the United States and expressed 
his desire for close cooperation. 

It is very import int th: it he and his Cc olleagues succeed in stabilizing 
the political situation in this country. Meanwhile Pakistan’s finan- 
cial position is deteriorating while its need for more rapid economic 
progress grows more acute. 

Afghanistan and Nepal, although smaller than India and Pakistan, 
are in strategic geographic locations and are subject to border pres- 
sures and infiltration by subve-sive elements, while remaining as 
members of the free world. These countries need technical assistance 
to provide the base for increased food production, better health, and 
a higher degree of literacy. 

The central consideration which supports the proposed economic aid 
to India, Pakistan, Afghanistan and Nepal for fiscal 1954 of $139.5 
million is the great importance of increased st ability in this pivotal 
region of free Asia. ‘This amount includes special economic aid for 
India and Pakistan of $94.4 million which is in addition to aid nor- 
mally considered as technical assistance. 

The programs will of course be completely integrated in each coun- 
try and under the administration of one team. 

This committee has already stated concisely that United States mil- 
itary, economic, and technical assistance rests on certain propositions 
(H. Rept. 872, 82d Cong., pp. 26-27), and I would like to note the 
applicable portions : 

(a) That it is to our interest to help the free nations of Asia 
in resisting Soviet dominance; 

(ce) That economie and political stability are interdependent 
and together increase the capacity and the will to resist internal 
and external Communist aggresison ; and 

(d) That American material and technical aid is needed to as- 
sist the people of the area in dealing with their urgent economic 
problems so that material resources of the area may be used to 
the benefit of themselves and the rest of the free world. 

This brings out clearly the essential supporting element to sta- 
bility—the necessity for economic progress in these countries as the 
base for both economic and political stability. Our people in the field 
and those working on the programs here are convinced that in our in- 
terests economic progress is necessary during the next 2 to 3 years. 
India and Pakistan, for which the special economic aid is being pro- 
posed, are using all they can of their own resources, of C Yolombo plan 
aid, and of loans from the World Bank. It comes down to a need for 
our help if they are to move forward in time. 

The proposed assistance is planned for the specific needs of each 
country. The primary goal is to assist in the necessary increase of 
food supplies. This means better agricultural practices, including 
stepped up use of fertilizer and more water through new irrigation 
facilities and greatly increased numbers of tube wells. It also means 
assisting in improving health and sanitation, in providing better com- 
munication and transportation facilities, in establishing more educa- 
tional services and in training more personnel. 

It means measurable achievement in the next 2 to 3 years. The bene- 
fits to the United States will be found in greater Stability in Asia, 
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continued hope for the future on the part of the hundreds of millions 
of people in the area, and proof that democracy works. 

This is not a 1-year proposition. Economic development takes time 
and requires continuous effort. It should be evident that the minimum 
period for which special aid to India and Pakistan will be necessary, 
if important goals are to be reached, is 3 years, and our intention in 
this regard should be made evident to the peoples of these countries. 


Mr. Woop. Now, Mr. Loftus, will you proceed ¢ 


STATEMENT OF JOHN A. LOFTUS, COUNSELOR FOR ECONOMIC 
AFFAIRS, AMERICAN EMBASSY, NEW DELHI, INDIA 


Mr. Lorrvus. My name is John A. Loftus. I am the counselor for 
economic affairs at our Embassy in New Delhi. I serve concurrently 
as economic adviser to the director for technical cooperation in India. 

Chapter LV, section 404, of the bill now before this committee would 
authorize a program of special economic assistance to India and 
Pakistan. This program is integrally related to the programs in 
India and Pakistan which merit special examination. In my state- 
ment I will try to go into these special facets. 

My statement is confined to India but is generally applicable to 
Pakistan. In that statement I shall try to cover: 

(a) The scope and nature of India’s 5-year plan of economic de- 
velopment in India; 

(6) The interrelationships between that plan and what is commonly 
known as the Colombo plan ; 

(c) The interrelationships between the proposed program of tech- 
nical assistance to India (which is in the amount of $30.1 million) and 
the proposed program of special economic assistance to India (in the 
amount of $79.9 million ; 

(d@) The relationship of both of these programs to the Indian 5- 
year plan. 

The executive branch of the Government has given careful con- 
sideration, in this regard, to the thoughtful observation of your 
special study mission which, under the ch: airmanship of Mr. Merrow, 
examined closely the nature and the underlying premises of India’s 
economic development planning. 

On page 59 of the study mission’s report, it is recommended that a— 
further careful analysis be made of India’s 5-year plan. This is especially im- 
portant since every form of United States assistance to that country is geared 
to the plan. If the Congress is asked to render assistance to India by way of 
meeting the deficit in the 5-year plan, it should be one of the major functions of 
the legislative branch to make certain that it is not underwriting an over- 
ambitious program. 

India’s 5-year plan can best be understood in the light of its histor- 
ical background. The course of India’s history before independence 
made it necessary for the new independent Government of India to 
map out and to execute plans for achieving visible progress in an 
economy that had previously been at best “stagnant, and in many 
respec cts deteriorating. 

The people of India feel that economic progress and economic 
development were denied to them before independence. They believe 
that with their national affairs now in their own hands, they can and 
must move forward. No Government that fails to achieve some per- 
ceptible progress can long be tolerated. 
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Any government hoping to continue in office must declare to the 
people what it proposes to do in this regard, must state what targets 
it intends to reach by what future dates. Hence in this sense it is 
politically imperative in India that there be a plan of economic 
development. 

India has sucha plan. It is known as the first 5-year plan. It was 
published in draft outline form in the summer of 1951 and in final 
form in December 1952. It covers the period from April 1951 through 
March 1956 and it specifies what projects of economic development 
will be undertaken during that period, how much they will cost, where 
they will be located, who will carry them out, how long they will take 
to be completed, and what benefits they will entail for the Indian 
people. 

This plan is a good plan. Many observers think it is the most 
remarkable job of economic-development planning that has ever been 
done anywhere. I am not in a position to make such sweeping com- 
parisons. But over a period of more than 2 years, I have had a close 
personal acquaintance with the Indian officials who were responsible 
for this planning effort. 

I have, at their request, consulted with them and discussed with them 
various aspects of the plan—not as an official representative of the 
United States Government but as one economist to other economists. 

Thus I came to know much about the kinds of problems they en- 
countered and the ways in which they dealt with these problems. | 
have come to have a very high regard for the competence and the in- 
tegrity of these men, for the realism of their thinking, for the pains- 
taking care and the ultimate precision with which they have examined 
each project put before them and rejected the impracticable, refined 
and improved the good projects, and made their forecasts of cost and 
benefit in an area where forec ‘asting is very difficult indeed. 

The plan is loosely said to “cost” 20.7 billion rupees or roughly 
$4.25 billion. This is a little misleading. This figure is the com- 
puted cost of all development projects that will be financed and exe- 
cuted by government—whether central or State. This figure there- 
fore does not reflect the cost of all economic-development activity 
that the Government hopes and intends shall take place during the 
5-year-plan period. In addition to what the Government will do and 
will spend, private industry and private people will, it is anticipated, 
invest the equivalent of about $3.5 billion. 

Since the Government does not control this “private sector” (as 
they call it), it is not possible to state precisely how much will be 
invented in precisely what production facilities. 

Of the $4.25 billion total planned governmental expenditures, 17.5 
percent will be used for agricultural projects and community 
development. 

Another 2 “ percent will be for irrigation and power projects. Of 
this oubbeasll 2.9 percent is for river- valley projects involving both 
irrigation aie power (as well as flood control) ; another 8.1 percent 
is for irrigation projects without a power component. 

Another 24 percent is for transport and communications. Only 
8.4 percent is for industrial development. The remainder—23 per- 
cent—is for social services, health, education, and for miscellaneous, 
rehabilitation of refugees, and so forth, 


33064— 55— 60 
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This is a distribution pattern of proposed expenditure that con- 
forms to the observed pattern of immediate development needs in 
the Indian economy. 

India expects to finance this planned expenditure in the following 
manner. It is expected that 12.6 billion rupees—roughly $2,600 mil- 
lion—can be raised by taxes and borrowing within India. 

Another 1.56 billion rupees—about $320 million—has already been 
received as aid from abroad, from us, from the International Bank, 
and under the Colombo plan. 

Another 2.9 billion rupees—about $610 million—will be drawn down 
from India’s sterling balances, which incidentally will exhaust those 
past savings except for what needs to be kept for a currency reserve 
and for minimum “working balances.” 

If these various amounts are added together and if their total is 
subtracted from the total planned expenditure, the balance of 3.65 
billion rupees (a little over $750 million) is what is sometimes called 
“the gap.” 

It is the amount by which the cost of the plan exceeds the financial 
resources now in sight. Further foreign aid will reduce this gap. 
The International Bank and the Colombo-plan countries and other 
sources of assistance will be available; aid it is reasonable, I think, to 
assume that something between $100 million and $250 million may be 
forthcoming from these sources. Whatever help we make available 
will further reduce the gap. 

The gap however is still likely to be, in the aggregate, about $600 
million—certainly not less than $500 million. If the total help India 
receives from all sources. including the United States, is less than the 
amount of the gap, the difference will still have to be met somehow if 
this plan is to be fulfilled. 

The Indians are determined that the plan must be fulfilled. It repre- 
sents the absolute minimum of what needs to be done. It might be pos- 
sible, however, for the Government to stretch out some of the projects, 
thus postponing a part of the cost. 

But there is not much scope for such “stretch out.” For the most 
part, any “gap” for which finances were not available would, to that 
extent, confront India with unpalatable alternatives: 

(a) To abandon the plan—which would be political suicide 
for any elected government; 

(6) To resort to authoritarian coercion—which would equally 
entail the end of democratic government in India; and 

(c) To resort to the printing press. This latter course would 
involve very great risks for an economy like India’s where the 
income structure is both rigid and low. 

But the risks of not achieving the minimum goals of the plan are 
greater. Therefore, the risks of inflation might be faced even though 
they threatened disaster, both political and economic—economie dis- 
aster because inflation could drive the plan targets completely out of 
reach and political disaster because inflation itself might disrupt the 
fabric of Indian society. 

It is sometimes contended that India should not have formulated a 
plan that the country cannot afford ; that, because the cost of the plan 
exceeds India’s financial resources, then the plan must be too ambitious 
and grandiose. 
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The fact is, however, that the plan was constructed not from the top 
down—for example, by predetermining a total expenditure and 
spreading it out over projects—but from the bottom up by taking 
only those projects which had to be done because there was irresistible 
and legitimate popular demand that they be done. 

Indeed, India’s leaders, having screened out and refused to sanc- 
tion many development projects, still fear that they will face insistent 
political pressures to undertake those projects anyway. 

Therefore, it is the conviction of the Indians—and all of us at the 
Embassy who have studied this problem closely agree with them— 
that the plan is, if anything, too small to meet the real needs and the 
political imperatives existing in India. At the very least, responsible 
Indian officials are convinced—and again we agree with them—that 
all of the planned projects must be done. 

There is insistent popular demand for them. In most cases they 
are projects that have been wanted by the people and talked about 
and hoped for over a period of years, indeed decades. But nobody 
bivetedore did anything. Now the people insist that this govern- 
ment do something. If this type of government, which is essential] 
democratic, is unable to do something effective, then the people will 
get themselves some other kind of government. 

As a matter of fact, far from being grandiose, the plan is very 
modest indeed. It does little more than lay a sound foundation for 
progress in future 5-year-plan periods. It contains no luxuries what- 
ever. It will raise per capita income by only a fraction over 1 percent 
per year. 

What it holds out to the people of India is not the prospect of im- 
mediate abundance but only the opportunity to work hard and effec- 
tively so that in future decades their country can make up the ground 
that was lost while the industrial and agricultural revolutions passed 
India by. 

In connection with India’s efforts at economic development, fre- 
quent mention is made of the Colombo plan. There is some confusion 
about just what the Colombo plan is. I think the clearest way to 
state the matter is to say that the Colombo plan is really two quite 
different things—a little thing and a big thing. 

The little thing is what is known officially as the Council for Tech- 
nical Cooperation. This is a formal organization which has its head- 
quarters in the city of Colombo in Ceylon. It has a staff and a budget. 
Its membership includes the United Kingdom, Canada, New Zealand 
and Australia, India, Pakistan, Ceylon, Malaya, and certain other 
countries of south and southeast Asia. 

Its function is to serve as a clearinghouse for the interchange of 
technical assistance among the member countries. 

Experts are provided from one country to another to advise on spe- 
cific kinds of economic development activity; and training facilities 
are made available among the member countries. 

By and large the member countries which are not a part of the 
south and southeast Asia area—for example, the United Kingdom, 
Canada, Australia, and New Zealand—are donor countries in the 
sense that they make available most of the experts and much of the 
training facilities. It is not accurate, however, to speak as if there 
were, in this organization, a rigid distinction between donor countries 
and recipient countries. Several of the recipient countries, for exam- 
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ple, India, provide both technicians and training facilities to some of 
the other relatively underdeveloped countries which are members of 
the organization. 

The United States is not a member of this Council for Technical 
Cooperation. We view its activities sympathetically and we keep in 
sufliciently continuous and effective touch with it to insure against 
any duplication by us of work being done through the Council. Our 
technical assistance, however, to India and other Colombo-plan coun- 
tries is not extended through the Council, nor have we made any com- 
mitments to it. 

The big thing, which is also known as the Colombo plan, is more 
correctly entitled the Consultative Committee on Economic Develop- 
ment in South and Southeast Asia. This committee is not a formal 
organization and it does not have either a staff or a budget. It is 
simply an annual forum in which the relatively underdeveloped coun- 
tries of the South and Southeast Asian region meet with the econom- 
ically more advanced countries which are extending aid in that region. 

At these annual meetings information is exchanged on what the 
recipient countries have accomplished in the way of economic devel- 
opment during the preceding year; what problems they have en- 
countered ; what revisions of their economic plans they have found it 
necessary to introduce; and what they expect to be able to accomplish 
in the forthcoming year 

Similarly iduonmbion is provided by the donor countries on what 
kinds and quantities of economic aid they have made available during 
the preceding year to the countries of the region and what views they 
have formulated on the problems of economic development that were 
encountered. 

No donor country, however, makes any commitment to or through 
this consultative committee. All economic development assistance 
other than that technical assistance which is provided through the 
Council for Technical Cooperation, is extended bilaterally from some 
one donor country to some one recipient country. 

The United States is a member of this Consultative Committee. In 
other words, we participate in the annual meetings, and we exchange 
views and information with the recipient countries and with the 
other donor countries. Therefore, because of our participation in this 
Committee, we have a mechanism for insuring that our help, which is 
directed toward India’s 5-year-plan targets, will supplement but not 
duplicate other assistance which India receives for the same purpose 
from the International Bank and under the Colombo plan. 

Now let me turn to the fact that in the foreign assistance legislation 
now before the Congress aid is proposed to be provided to India under 
two different heads: there is a request for technical assistance in the 
amount of $30.1 million and a request for special economic assistance 
in the amount of $79.9 million. 

The simplest way in which to state the relationship between these 
two requests is to say that taken together they constitute a single pro- 
posed program of assistance to India. I can speak from personal 
knowledge of what we in the embassy and the TCA group in New 
Delhi did while we were formulating our proposal for fiscal year 1954. 

We considered very carefully the content of India’s 5-year plan. 
We selected those sielette within the 5-year plan which appeared 





MUTUAL SECURITY ACT EXTENSION 943 


most essential but at the same time least likely to be accomplished on 
schedule without our assistance. 

In selecting projects, we had also in mind other criteria, such as, 
for example, that a particular project was the kind of project on 
which we have demonstrable capacity to be helpful, and that the par- 
ticular project had a relatively large need for external assistance in 
the form of capital goods, technical services, and contract services. 

In estimating the size of the integrated program which should be 
laid before the Congress, we bore in mind on the one hand the appar- 
ent magnitude of India’s need for assistance from the United States, 
as ascertainable from the arithmetic of the 5-year plan outlined earlier 
in this statement; and on the other hand the limits imposed by budg- 
etary and similar considerations upon our capacity to extend assistance. 

We bore in mind also the criterion of how much assistance could 
unquestionably be made effective within a single fiscal year. 

Pursuant to this analysis there has been developed a proposed pro- 
gram of assistance in the amount of $110 million. ‘This program, 
which was completely integrated from the beginning and throughout, 
was then reexamined with the object of determining which components 
of it would, we felt, be generally agreed to be within the scope of 
activities contemplated by the Act for International Development, 
and which activities we felt the Congress would wish to have presented 
to it in terms of special legislative authority. 

Accordingly, the draft “legislation before you provides for the au- 
thorization of $30.1 million under the Act for International Deve lop- 
ment and for special new authority to provide the remaining $79.9 
million of the integrated program of assistance. 

The projects for “which funds are requested under the Act for Inter- 
arial Development are in those fields of activity in which we have 
already been assisting and in which the advisory and demonstration 
services of our experts are being appreciated and put to good use. 

The projects for which new authority and funds are requested are 
in the form of things needed by India for the purpose of following 
out the advice and recommendations of our technical experts—things 
like steel and fertilizer and fertilizer plant equipment and heavy 
equipme nt for irrigation projects. 

It is no use for an American engineer to advise India that the way 
to get a dam built quickly and well is to use fewer headbaskets and 
more power shovels, if India cannot afford and cannot get the power 
shovels. It is no use to advise the Indian farmer that his soil needs 
much more fertilizer if India can produce only about 400,000 tons a 
year and cannot afford to import. 

It is no use either to show that farmer the benefits of better tools 
if there is not, in India, the steel out of which to make the better tools. 
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The principal components of the special economic assistance pro- 
gram are as follows: 


In millions 
of dollars 


For earth-moving and other equipment for multipurpose irrigation, power, 
and flood-control projects biel 

For steel to be made available primarily for 
agricultural implements____.----~ 

For foreign exchange costs of tube well irrigation projects iain 

For fertilizer-plants construction (external costs only) ~~. -_-- 

For supplies of DDT and spraying equipment in order to make possible an 
all-India program for the eradication of malaria___~ 

For imports of fertilizer pending the completion of additional indigenous 
fertilizer-plant capacity__- th aden ee ta eke 
‘or copper to be used for elctrical transmission to power tube wells_ _ 

‘or marine-fisheries equipment_-_ 

‘or mobile clinical units to be used in public-health activities__._.__..__- 

For sulfur to be used in fertilizer manufacture and for other imports unt 


purposes 


rena i : 79.9 


It will be seen tha at all of these categories of e xpendituis fall c ‘learly 
within the coverage of the most urgent component parts of India’s 
5-year plan. They are also intimately related to similar projects for 
which funds are requested in order to enable us to supply technical 
assistance and demonstration equipment. But in their magnitude 
they go beyond the general concept of demonstration supplies. 

In conclusion there are certain basic propositions which stand out 
as a result of any examination of India’s economic plan and economic 
needs. These propositions reflect, I know, the considered judgment 
of our Ambassador, Mr. Allen, our former Ambasador, Mr. Bowles, 
and indeed of all my associates in the Embassy who, thinking in terms 
of the national interest of the United States, have given careful and 
soul-searching study to those problems and our relationship to them. 
The propositions can be expressed like this: 

(1) The Indians have in their 5-year plan a practical hardheaded 
realistic program defining what needs to be done; 

(2) The Indians are determined at all costs to carry out this pro- 
gram ; 

(3) The help that we have been able to give them is of tremendous 
importance ian is deeply appreciated ; 

(4) Without sufficient help there is a twofold risk confronting us: 

(2) On the one hand, despite their determination, the Indians 
unaided may simply not be able to complete the program—either 
for lack of funds or because, under inflation, costs get out of 
hand—in which event there would be a loss of confidence in In- 
dia’s democratic form of government and in India’s political and 
economic institutions which are in many respects similar to our 
own; 

(6) The Indians are constrained to attempt to carry out the 
program by authoritarian methods such as are used in Communist 
countries and by imposing unbearable hardships upon their peo- 
ple whose standards of living are already perilously low, and in 
so doing will invite political disturbances and divisions within 
the country. 

It follows from these propositions that we have got first to decide 
clearly whether it is in our national interest that we should do what 
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we can to enable India’s newly independent democracy and India’s 
political and economic structure to survive. If we decide this ques- 
tion affirmatively—and all of us, without exception, at the Embassy 
are convinced that’no other answer is conceivable—then it remains 
only to ask ourselves what it will cost us and how best we can do it. 
The program that has been placed before the Congress for fiscal 
year 1954 represents our immediate assessment of what we can do 
for the next year and how we should do it. The kind of a program 
we have recommended to you is made up of the kinds of things in 
which we have proven capacity to help India. The program is com- 
pletely within the coming year. Anything less than this will greatly 
increase the risks of disaster in India. 

Finally, I should call to the attention of this committee the consid- 
eration that the dynamics of India’s 5-year plan require a very sub- 
stantial increase in the level of our assistance to India in this forth- 
coming year if the momentum of India’s achievement under the 5-year 
plan is not to be lost and if the achievement therefore of the plan 
targets is not to be jeopardized. It is instructive to note the planned 
pace of economic development in India. In Indian fiscal year 1950-51, 
for example, the year before the beginning of the 5-year plan period, 
India expended approximately $450 million on various projects of 
economic development. In 1951-52, pursuant to the plan, the pace 
was accelerated and expenditures reached a total of approxim: oer 
$600 million. That was the first year of the plan. In the second yea 
of the plan, 1952-53, expenditure was again stepped up to a little over 
$750 million. ‘Thus far, the plan is on schedule. It is a going concern. 
India has thus far been able to do what it said it would do, and our 
help thus far extended has been an important factor enabling India 
to adhere to this schedule. 

But the plan now calls for expenditures of approximately $1 billion 
in each of the 3 remaining years of the plan. This current year, in 
other words, is the year in which the big acceleration must take place. 
Such acceleration cannot take place if the level of our aid remains 
what it was in the 2 preceding years. If, however, we do expand 
significantly our help in this year, and if the plan can be kept on 
schedule, we will be able next year to reexamine what India’s re- 
quirements are for the balance of the plan period. 

In this connection, let me emphasize the importance not merely of 
extending adequate aid to India in this coming year but of providing 
some sort of assurance, however qualified, that we will do what we can 
to help India also in the remaining years of the plan period. Mr. 
Kennedy has indicated why it is politically ancitable: to do this. But 
it is economically desirable also. India cannot sensibly take many of 
the decisions India will have to take in the next 12 months or so with- 
out having some reason to expect that further help may be forthcom- 
ing. We should not, by our present actions, encourage India tu 
initiate any project which could not be brought to completion without 
further assistance from abroad. 

My foregoing statement, to summarize, concerns itself with the 
special economic assistance of $94.4 million for India and Pakistan 
which is over and above the India and Pakistan portions of the teck 
nical assistance request. The India portion, for example, there is 
set at $30.1 million, and the India portion of the section 404 request 
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for special economic assistance is $79.9 million, giving a total of $110 
million in the case of India. The comparable figures in the case of 
Pakistan are $13 million under technical assistance, and $14.5 million 
under the special economic assistance, making a total of $27.5 million 
in the case of Pakistan. 

Now my statement will be directed mostly to the situation in India 
because I have been in India more or less continuously for a year and 
a half. 

I believe, however, and my associates in the State Dpartment and 
TCA who are familiar with the detail of the Pakistan program share 
that belief, that what I would have to say about India is, on a smaller 
scale, and with certain adjustments, must the same as would be said 
with respect to Pakistan. 

Now, my statement will be directed especially to three questions, 
First, the question that Mr. Vorys asked about before, What is the 
relationship between technical assistance and special economic as- 
sistance? Then what is the relationship of the total of what we 
propose to do in India, to what is being done under the so-called 

Colombo plan? Thirdly, what is the relationship of all of this to 
India’s 5-year plan of economic development ? 

Now, if I may, I would like to start with the last point first because 
that isa fairly key consideration. 

I might just say it is a personal observation that I expect I am 

not more sympathetic than anyone else in this country with economic 
»lanning in the abstract, and with the general desirability of having 
big economic plans, but I would like to emphasize to the committee 
that an economic plan in India is an absolute political imperative. 
The history of the Indian independence struggle was one that re-. 
volved very largely around one idea, the idea that India has been 
exploited economically, that its resources were being used for the 
benefit of another power and that once India had control of its own 
affairs that India would be able to reverse this trend and achieve 
something which they vaguely called economic development. 

The Indian Government, the free Government of India that came 
into power in 1947 in effect came in on the platform that it will be 
possible for us now to take our affairs into our own hands and to start 
moving forward. That Government came into power in 1947 more 
or less by consent of the governed rather than by formal election. 
ie Government stood for election in the winter of 1951, essentially 

gain on this platform that— 

W e can reverse the trends of 100 years ; we can enable India to move forward, 
and it is not necessary for us to resort to totalitarian or authoritarian methods 
in order to do that. We can preserve the dignity of the individual, we can 
preserve democratic institutions and yet we can organize ourselves so that we 
ean start moving forward. 

It is that political belief really that is on trial in India today. It 
will be on trial for possibly the next 50 years and particularly so in 
the next 5 years. 

The question is, Is it possible to even make a start? It is ina 
very real sense a type of society, a set of political and social institu- 
tions—institutions very similar to our own—that set of institutions 
is on trial and the verdict in that trial will be handed down in 1956 
and in the elections of the winter of that year. 
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I think the significance of India’s 5-year plan is just as simple as 
that, but I do not want before this committee to overstate the matter 
and to say that therefore what I have said means that in 1956 India 
is likely to go Communist. 

It is not that simple an issue. 

If this Government fails by the end of this 5-year plan period to 
achieve a substantial, visible measure of improvement, there are several 
things that might happen. I think as of now it would cay oe unlikely 
that the Communist Party could take over control of the Government 
of India on an all-India basis in a free election, but of the many things 
that are likely to happen, the two that would seem to be the most 
probable are (a) that election would return groups to power who 
would stand for the forces of disintegration in India, who would say, 
“Let’s have a linguistic state here and a linguistic state up here and 
let’s try to go it alone on a state-by-state basis.” 

That is one possibility and another possibility is the Government 
returned to power in 1956 would say, “Well, the methods of the old 
Government failed. You cannot have rapid economic development, 
you cannot lay solid foundations by these free, democratic techniques. 
What you have to do is have what they have up in the Northeast, or 
what they have up in the Northwest”—India having, as I understand 
Secretary Dulles pointed out yesterday, two very powerful neighbors 
who are bound to influence thinking in India with respect to what is 
possible to do. The Indians, I would say, are quite disenchanted about 
Russia. They once had very great love for the ideas about what 
Russia had allegedly been able to accomplish. They now know that 
what was acc -omplished was accomplished at a price they are unwill- 
ing to pay in terms of human freedom. They are not so disenchanted 
about China and what they are told about China is, “Well, we are 
able to do great things in China,” and they are shown dams—I am 
sure it is on a conducted-tour basis—but they are shown dams and 
projects that have been carried forward more effectively, apparently, 
than they have so far been able to move. This is the alternative possi- 
bility. Irrespective of what party or what group might be returned 
to power, it would be a group standing for a more authoritarian way 
of running the country. 

Now, that, I think, is the substantive importance of India’s 5-year 
plan and is the reason why it is in our interests to do what we reason- 
ably can to help India in the achievement of the planned targets. 

Now, again, I am not saying that it follows that we must fill all 
of the financial gap that there is in the 5-year plan—the apparent 
financial gap. What does follow, it seems to me, is that we must 
consider very carefully what can we reasonably and with due regard 
to our own financial problems and our own requirements, what can 
we reasonably do to assist India, so that by the end of this trial 
period, this form of society will not notably have failed to achieve 
the objectives that it promised the people of India that it could 
achieve. 

Now, in my written statement there is a detailed analysis of the 
arithmetic of the 5-year plan. That is, what the total cost of the 
projects will be, what they calculate they can raise in the way of re- 
sources from various other sources, and what is the still uncovered 
amount of finance required. 
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I think, Mr. Chairman, that I need not go into that arithmetic. 
An oral presentation is a little confusing. It is set out as clearly as 
it can be set out in writing and in any event I am not arguing before 
this committee that that arithmetic leads us to any necessary mathe- 
matical conclusion with respect to what the amount of our aid should 
be. 

The program of the combined technical assistance and special eco- 
nomic assistance programs which we are laying before this commit- 
tee and before the Congress, represents not a derivative from this 
financial gap, this computed gap, but a considered estimate of what 
are the things that we can most usefully do to assist India in the 
next year, which is the third year of her plan, to achieve the objectives 
of that plan; what are the things where we have a proven capacity 
to help India and what are the things where India most obviously 
needs foreign assistance of the kind we can give. 

Not all of the projects in the 5-year plan would measure up 
to that latter criteria. There are certain things that only they can 
do themselves. 

Now, then, if I can speak briefly with respect to the Colombo plan: 
There is some misunderstanding I think generally about what the 
Colombo plan is, and I think the clearest way to present it is to say 
that really it is two different things that are related to one another. 
There is a little thing measured in monetary terms known as the 
Council for Technical Cooperation. That is a sort of a regional pool 
of technical assistance in the most narrow sense. I mean there are 
almost no supplies. It is a matter of provision of technicians and 
exchange of students for technical training in other places. 

We are not members of this Council for Technical Cooperation. 
We view its activities sympathetically. We must keep in close touch 
with what it is doing. But the United States Government is not 
a party to this Council; is not a member of it. 

The other thing that the Colombo plan is, the larger thing, is that 
it is a sort of an annual forum for the exchange of information among 
the so-called recipient countries in south Asia. That is, those who 
are receiving help from the Commonwealth and from the outside 
world, and the so-called donor countries, the ones who are giving help 
to the countries of southeast Asia. 

Mr. Vorys. We are not members of the Colombo plan? 

Mr. Lorrus. Not of the Council for Technical Cooperation, but this 
other thing also included under the general term “Colombo Plan” 
is this consultative committee which is really nothing more than 
an annual meeting. It is not an organization, it does not have a 
staff, it does not have a budget, but those countries including our- 
selves who are extending aid in the south and southeast Asia area 
meet together with those countries who are receiving aid and there 
is a sort of a general summing up of what was accomplished during 
the preceding year, what failed to be accomplished, why this or that 
failed to be accomplished, what changes have been necessitated in 
the plans of the member countries, the countries who are seeking 
economic development, and a sort of a look-see at the future, what 
would it be desirable next year to eo to do. 

There was a meeting of this kind in Karachi in March of last year 
and there will be one in New Delhi in September of this year. 
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We sit in those meetings and we exchange views, but it is an ex- 
change-of-views proposition. 

Now, then, finally the last question to which I said I would address 
myself is the interrelationship between the special economic assistance 
and the technical assistance, and I think the clearest and frankest 
way to state this matter is to say that—and I am speaking, of course, 
from the viewpoint of the people who are working in India on this 
problem—is that it is really one program, and it consists of a part 
called technical assistance, which consists of things which it is felt 
will fall within the limit of what the Congress considers to be appro- 
priate under the Act for International Dev. elopment, and other things 
closely related to things in the first category which, because of their 
financial and goods composition appear to go beyond what the Con- 
gress thinks is appropriate under the Act for International 
Dev elopment. 

But the two sets of things dovetail into one another. In other 
words, on the spot, on the job, we have approached this thing as 
a total question of what is in the interest of the United States to 
do here, without reference to this rather legalistic line of demarca- 
tion. Having gotten that far then we proceed to draw the line of 
demarcation in terms of what we thought was the view of the Con- 
gress as expressed in the hearings last year—and I speak from the 
Delhi end—we were not a party to those hearings, and our infor- 
mation came from reading the hearings. In the technical-assistance 
component there is the whole range of activities known as agricul- 
tural-extension work, improvement of agriculture, but that would 
include demonstration of the use of fertilizers, which is an essential 
step if India’s food economy is to be established on a constructive 
basis. I mean the soil has been farmed out over 5,000 years. There 
is not any soil that you can leave fallow for 25 years as we would 
not hesitate to leave soil fallow because there is not enough as it is 
togoaround. The only solution is to put nutrients into the soil. Simi- 
larly there needs to be a great improvement in the method of 
cultivation. 

Well, those things we propose to do under the Act for International 
Dev elopment: education, expansion, demonstration. But, after you 
have explained to the farmer of India that he should use substantial 
quantities of fertilizer in order to bring his yields of wheat up from, 
say, 600 pounds to the acre, or rice up Toone! 900 pounds to the acre— 


after you have explained that he should use fertilizer, the question 
still remains, Where is he going a it? In India there is produced 


only 400,000 tons of fertilizer. The requirement—if you were to 
try to do rice cultivation, say, on the way in which Japan does rice 
cultivating—the requirement would be something like 10 million tons. 
We do not aspire to fill the gap between 400,000 and 10 million, but 
for there to be any extension of the use of fertilizer there has to be 
more fertilizer, more than India with her balance-of-payments posi- 
tion and her financial resources, more than she can buy. 

Well, we do not want to get either into the business of providing 
fertilizer for 3 or 4 more years and then have the problem left on 
somebody else’s hands after we would hope that we would be out of 
this large-scale assistance. 

So what we are trying to do under the special economic-assistance 
program is both to provide fertilizer as a stopgap measure and to 
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carry forward the development of fertilizer-manufacturing facilities 
in India by a further expansion of the plan there whic h produces 
most of the 400,000 tons now being produced, and probably by some 
expansion at another plant which Mr. William Pauly, just after the 
war, got started in south India. Similarly, it is no good for the agri- 
cultural technician to show this man the good plow that he should be 
using unless he can go out and buy the plow, and he cannot go out and 
buy the plow unless there is somebody selling it, and there is not 
somebody selling it unless somebody is making it, and there is not 
going to be anybody making it unless it is possible to allocate steel 
out. of this very limited total supply of steel that India has. Even 
with what she can afford to import, India has only about 1.5 percent 
of the amount of steel that is available to us, with almost twice as much 
population. So that the allocation of steel as between the railroads, 
the industries, the shipyards, and all of the other users of steel has 
to be very tight and very controlled. Unless India can allocate more 
steel to the implement factories and the blacksmith shops these 
plows will not get made, they will not get sold, they will not get bought. 

Now, I could go on taking each of the component projects within 
the special economic-assistance program and show this same kind of 
analysis, but I think these illustrations bring out. the essential point. 

I would just like to say two things in conclusion, Mr. Chairman, 
before exposing myself to any questions the members may wish to ask. 
One is, what we are doing in India is all within the framework of this 
5-year plan of which I spoke initially. In other words, there are proj- 
ects which have been c arefully selected by the Government of India 
as being the things that most urgently need to be done, and out of that 
list we have selected those things on which we can do most readily. 
However, our help is small in relation to the total effort. 

Last year, the second year of the plan, India spent $775 million on 
projects of economic development within the plan. Our contribution 
was something under $45 million. This year, which is the year of 
what I would call the “big jump”—I mean this is the year when they 
really have to get up to a high plateau—they propose to spend just 
under $1 billion, of which we propose to contribute $110 million. 

The other and final observation I would make is one that does not 
lead to any arithmetical conclusion, but this line of reasoning that 
I have been trying to lay before the committee is couched in short- 
time terms. I mean in terms of this 5-year plan period. 

I think we should also take into account the probability that if there 
is not a political disaster in 1956 that 25 years from now India is going 
to be a real power in the world, and our relationships with that power 
are going to be affected very materially by how we conduct our rela- 
tions with that country now. This in short is one of those areas where 
it is possible for us to exercise foresight that will be or may be of tre- 
mendous significance to us in the next generation. 

Chairman Currperrreip. Thank you very much, sir. 

Are there any questions ? 

Mrs. Kerxy. If this question was answered while I was answering 
the rolleall, I will read it in the report which vou presented. Is this 
going to be a steady contribution of the United States for a X number 
of years? That is, so much this year. so much next year, and so forth, 
and has the administration planned what our contribution should be 
next year, or the year following? 
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Mr. Lorrvs. It is not for me to say on that, Mrs. Kelly. 1 do not 
believe there is any working plan on what would be requested next 
year. 

' Mrs. Ketry. Is this our initial contribution in this development of 
the 5-year plan? Is this the first time we have contributed to the 
5-year plan? 

‘Mr. Lorrvs. This is the third time. 

Mrs. Keitiy. We are sper aking of India at this point. It is the first 
contribution toward the 5-year plan, is it not? 

Mr. Lorrus. We are in the third year of the plan and the $50 mil- 
lion we gave in fiscal 1952 and the $45 million we gave in fiscal year 
1953 were, just as this program is, directed toward helping on selected 
segments of the 5-year plan. The 5-year-plan period runs from the 
ist of April 1951, to the end of March 1956. So what we have already 
done in India in the 2 years 

Mrs. Ketiy. United States assistance has helped toward their 5- 
year plan, but this is the first time we have named it “special assistance 
to the 5-year plan.” Is that correct ? 

Mr. Lorrvus. That is correct, although we have not actually named 
it that. We have named it special economic assistance. This is the 
first time that we have separated out those contributions of material 
goods that go beyond what the Congress would consider appropriate 
under the Act for International Development. 

Last year we presented a single program for $45 million. 

Mrs. Kexiy. Let me put it this way: What is the Indian require- 
ment to complete this 5-year plan after this year? 

Mr. Lorrvs. If you would look at the total arithmetic which is con- 
tained on I think page 3 or page 4 of my statement—pages 2 and 3 
of my statement—it would appear that the total uncovered need of 
India for the 3 years remaining is somewhere in the neighborhood of 

$500 million to $600 million. 

Mrs. Ketiy. Will they be able to finance that by themselves after 
this year? 

Mr. Lorrus. That is very difficult to say. 

Mrs. Ketty. Noor yes? Could I have either of those answers? No? 
All right. 

Then, we are going to be forced to help them next year? 

Mr. Lorrvs. We are not forced, of course, to do anything. 

Mrs. Ketxy. If we give it this year, then it will be very bad as an 
investment proposition not to follow it up? 

Mr. Lorrus. My answer would be, Mrs. Kelly, that when next year 
comes around we have to give then very careful consideration to what 
the problem appears to be for the rem: uning 2 years of the plan. 

This, we propose now, we could do now, “and it will be of immense 
assistance in enabling India to make this big jump and get on to this 
new plateau. 

Mrs. Ketxy. If we do not give it they will have to stretch out and 
slow down their program. 

Mr. Lorrus. That is right, yes. 

Mrs. Kery. For another few years ¢ 

Mr. Lorrvus. Yes. 

Mrs. Keury. And thei relections are coming up? 

Mr. Lorrvs. In the winter of 1956, 1956-57. 

Mrs. Ketry. That is all, Mr. Chairman. 
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Chairman Currerrietp. Mr. Harrison—— 

Mr. Harrison. Thank you, Mr. Chairman. 

You referred to the possibility of the fall of this Government as a 
political disaster. Is heii any possibility of having a more friendly 
Government in India? Do we merely have the choice between this and 
worse ? 

Mr. Lorrvs. I do not think so, sir. I would also argue that this 
Government is not an unfriendly Government, if that is the implica- 

tion of your question. 

Mr. Harrtson. I heard Madame Pandit on a Meet the Press pro- 
gram a year or two ago when she severely criticized this country for 
its foreign-aid program. It seemed to be creating very bad will in 
India and my reaction, of course, to that is to stop : creating such bad 
will. 

Mr. Lorrvs. I do not know what Mrs. Pandit said 2 years ago but 
I will say this from personal observation, that what we have done in 
India in the past year and a half that we have actually been o erating, 
has contributed immensely to our general relations with India, in all 
sorts of ways that will not make headlines but in ways that those of 
us who are there can see and appreciate. 

We even get credit for things that we have not done. Among the 
people our work is immensely appreciated. 

Mr. Harrison. I am glad to hear it. 

Mr. Kennepy. I might add, Mr. Chairman, that the Prime Minis- 
ter of India at the time of the signing of the new Indo-American co- 
operation agreement, made some very favorable statements about the 
program. 

Mrs. Ketity. Who did? 

Mr. Kennepy. The Prime Minister of India. And I think also at 
the time that we had some difficulties with Indonesia over the pro- 
gram, the Prime Minister again spoke very favorably of what we 
were doing in terms of assisting India and that part of the world in 
development problems. 

Mr. Harrison. Mr. Wood, can you get me some kind of a state- 
ment of how much of this entire bill goes into agriculture, first, and 
second, within that, how much of it goes into contributions to indi- 
vidual farmers, such as was mentioned a moment ago for fertilizer and 
farm implements or anything else that goes to an individual farmer ? 

Chairman Curfrrrretp. Mr. Harrison, that is the question I want 
to have answered. 

Mr. ANprews. I can answer that. 

Mr. Harrison. I get some mail about another matter that has no 
connection with this bill but I would like to know. 

Mr. Anprews. I can answer that latter question immediately : There 
is no plow or fertilizer or any equipment given to any farmer individ- 
ually. That is given to the Government and it issold. This fertilizer 
which is given to India is sold through commercial channels to farmers. 

Mr. Harrison. I will amend my question, then, to say, how much 
do we put up which goes back into the soil, or on the farm, whether 
he pays for it or not? 

Mr. Anprews. All right, sir. 

Mr. Woop. We will see what we can do on that. 

Mr. Anprews. I have it right here. 
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Mr. Woop. You want that just for the technical cooperation pro- 
cram, or are you thinking about the whole thing? 

Mr. Harrison. What comes out of the Treasury of the United 
States ¢ 

Mr. Woop. Let me get this a little clearer, if I may, Mr. Harrison: 
Would you include in that the total amount of agricultural production 
that is financed and goes to foreign countri es! For example, you 
may recall that I testified about this special amount of $100 million 
financing for the United Kingdom to be expended for lard and cotton. 
wheat and corn.. Is that the sort of thing in addition that you would 
want ? 

Mr. Harrison. That would be in response to my first question. The 
total thing for agriculture. 

Mr. Woop. Or of agricultura] products shipped from this country, 
or from some other country. 

Mr. Harrison. No, I will tell you what I am trying to get. I am 
trying to compare what we are doing in the nature of assistance to 
agriculture in other countries, with what we are doing with regard 
to assistance in our own. 

That is the comparison I want to make for my own purposes and 
not particularly in regard to this bill. 

Mr. Woop. May I also suggest that it would be well by way of per- 
spective, then, to compare with that, the amount of agricultural ex- 
ports from this country to other countries, to get a balanced view of 
the situation. 

Mr. Woop. We will see what we can do on that. We may have to 
make some rather arbitrary decisions. I presume you would also want 
the money spent on people who go into these countries and do farm- 
extension work. 

Mr. Harrison. Oh, yes; oh, yes. 

Mr. Woop. As well as fertilizer exports to them, tractors, bulls, and 
as Mr. Andrews says, jackasses / 

Mr. Harrison. Yes. 

Mr. Woop. Would you include expenditures on irrigation ? 

Mr. Harrison. Yes. 

Mr. Woop. Even though it were not entirely for agriculture ? 

Mr. Harrison. I think you would have to break that down. Could 
you break that down ? 

Mr. Woop. Let us see what we can do with this, Mr. Harrison. This 
is quite an undertaking but we will see what we can do and consult 
with you if we have any further questions on it. 

Mr. Harrison. Thank you, sir. 

Mr. Furron. We have figures on what other countries are doing 
in this area ? 

Mr. Woop. In what respect, Mr. Fulton ? 

Mr. Anprews. Do you refer to the Colombo plan and so forth? 

Mr. Fuuron. Yes. 

Mr. Woop. You are not thinking of the contribution or the work 
that India does in its own rehabilitation as much as what other coun- 
tries are making available in aid, outside their own borders? 

Mr. Futon. Yes. 

Mr. Woop. We will attempt to put something on that into the record. 

(The information referred to appears in the : appendix, p. 1294.) 
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Mr. Woop. I understand they are all in the bluebook, country by 
country. 

Mr. Kennepy. It is on page 163. 

Chairman CurrerrieLp. In view of attendance, I believe we should 
adjourn. 

Mr. Woop. Mr, Chairman, what would you like to proceed with 
when we next meet, which I assume will be 10 o’clock tomorrow morn- 
ing ¢ 

Chairman Curperrtetp. 10 o’clock tomorrow morning. 

Mr. Woop. Would you like to go on with some questions on India, 
Pakistan, and the South Asian area ¢ 

Chairman Cuirerrretp. You prepare your own program. If that 
is not satisfactory, we will take care of it when we mark up the bill. 

Mr. Woop. We still have the technical assistance program in South 
America upon which I presume the committee would like to have 
some testimony. 

Chairman Curperrrecp. Will you explain this to me: I was on 
the subeommittee dealing with Inter-America affairs. We talked 
with people down in South America and our own officials to determine 
whether or not they were perfectly satisfied with a program that 
amounted to about $8 million as our share a year. 

We give all this other aid over the world, so we jump it up down 
there just because we are giving it someplace else. They were satis- 
fied with it. Now, you come in there and give it a boost. Will you 
explain that? 

Mr. Woop. We will be delighted to try to explain that tomorrow. 
I would like to have that done by the experts on South America. 

I do know generally, Mr. Chairman, that as was testified here by 
Mr. Stassen, these programs have been most carefully screened by the 
new administration and that—— 

Chairman Curtrerrrecp. Regardless of the administration the 
money must still be justified. 

Mr. Harrison. May I say something off the record? 

Chairman Cnrrerrtetp. Off the record. 

(‘The then following remarks were not reported.) 

Mr. Javrrs. Would you give us a 3- or 5-year financial production 
for a country showing that we have to do it and they cannot ? 

Mr. Garprner. Mrs. Bolton is going to arrange another subcommit- 
tee meeting where we can take that up for the Near East. 

Mr. Fuuron. Could I supplement what Mr. Javits is saying and 
relate it to what has been happening here. You need the major 
justification related simply to policy factors without getting into such 
detail that you lose the thread of things. On the floor it must be 
simply stated, quickly stated, as we can get into so much on the floor 
that we will lose the main policy that we are trying to justify. 

My recommendation is one of limitation so that you limit your- 
selves very decidely and keep it up on the policy level ‘for easy presen- 
tation rather than getting into the tremendous detail level that you 
may feel is necessary for the committee. 

Mr. Woop. We are always in a dilemma, Mr. Fulton, as you know. 
Individuals have special concern, and properly so, with certain de- 
tailed situations. We do try to respond to those questions as best we 
can, 
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Mr. Fuuron. At the committee level it is fine. There is no criticism 
it is kept on policy rather than detail, as it is to be presented on 
: floor, I think it will be better. 
Mr. Woop. I think it is clear that the special economic assistance, 
vhich we have labeled and set out separately, is related to certain 
very crucial areas in the world where it is felt that the situation is so 
rucial and the needs are so great, judged on the basis of stability in 
he world and its relationship to our security, that efforts in addition 
to the regular technical progress and development programs are 
necessary. 

Mr. Fuuron. Tying this policy matter into your justification and 
your strategic urgency is of the highest importance to get this bill 
passed. Therefore, I am going to recomme ond to my subcommittee 
for Europe that we follow this course for Europe and advise the 
Congress in executive session ahead of time, under Mr. Chiperfield’s 
chairmanship. And Ithink Mr. Javits wants to do it for the economic 
subcommittee. 

Chairman CurprrrreLtp. We should have a dry run on this draft, 
go over every item and determine who is responsible for each part. 
We will have time to go over it and we will sit down with a group 
and work it out. 

The hearing is adjourned. 

(Whereupon, at 12:50 p. m., the hearing recessed to reconvene at 

30 p. m., the same day.) 
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AFTERNOON SESSION 


The committee met in room G-3, United States Capitol, at 2:30 
p. m., Hon. Lawrence H. Smith presiding. 

Mr. Smiru. The hearing will come to order. 

Will you please give us your full name, and your occupation ? 

Mr. Pererman. Ivan H. Peterman. I am foreign correspondent 
and do a colmun on the Philadelphia Inquirer. 


STATEMENT OF IVAN H. PETERMAN 


Mr. Smiru. Do you have a statement, Mr. Peterman ? 

Mr. PererMan. I have some notes here. 

To begin with, this series of articles which was entitled, “Bungled 
Billions,”.and ran late last September and October in the Philadelphia 
Inquirer, was the first attempt so far as I know to do a full-scale 
review of the Marshall plan, both ECA and MSA, and offshore 
procurement. 

I was assisted by a man named Alfred M. Klein, who is a lawyer 
and a journalist up there who got the idea that we were making a lot of 
millionaires, primarily in Europe, with foreign aid and broached it 
as a single magazine article. 

When we got to looking into it we thought we might as well do the 
whole thing and we found a lot of interesting developments besides 
millionaires over there. 

We talked to people from ambassadors on down to the lower eche- 
lons in our setup in all of the Marshall plan countries but three. 

We were over there about 2 months. 

We got the impression that while the money spent has undoubtedly 
moved up very rapidly the recovery of Europe and brought about an 
almost unprecedented recovery after a war, at the same time, it did 
not seem to us as reporters that we were getting by any stretch of the 
imagination a full dollar’s worth for what the taxpayers were spend- 
ing. Thisis partly our own fault. We found a lot of people thought 
that the thing had been rushed through too rapidly, that the Marshall 
plan did not have time to implement and lay out routine methods and 
directives by which we would profit by the money we were giving these 
countries. 

Now the first thing that impressed us was an almost total lack of 
propaganda values as far as the United States went. Wherever we 
went we found people who did not know anything about how they 
were getting thismoney. It went as high as the directors of steel mills. 

Incidentally coming down here today—and this is a little sidelight 
that should interest you—I met the engineer who laid out the steel 
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mills of Wales into which we put $27 million of the American tax- 
payers’ money, through ECA and counterpart, all of which you gen- 
tlemen know. 

He is over here to look up new machinery and they are planning to 
put out another new steel mill over there, a tinplate mill. _ 

I happen to know of recent date that they are already running out 
of orders for the tinplate they are making now. He explained this all 
to me today on the train coming down here by saying that British 
consumers are using up stockpiles of tinplate and they are also running 
into a lot of troubles to get people to cease using wartime substitutes, 
but he also added that in addition to the new tinplate mills that ECA 
helped establish in Wales and other parts of Europe, there are more 
new plants being laid out in Belgium, in Holland, plus a big steel- 
producing line in France. He said, “We’re rapidly running out of 
markets.” 

As I say, they are laying out a new one now, with modern machinery. 
Yet, my information in letters from friends who are engaged in that 
steel mill of Wales, is to the effect that employment is rapidly petering 
out in that region. They can only employ in the new mills they are 
putting down, about one-tenth of the people who worked in the old- 
style tinplate mills. 

I said, “What are you going to do with the other nine-tenths of these 
people?” 

He said, “That I don’t know.” 

I said, “Full employment was the Marshall plan idea, and we are 
interested to know that these new machines are putting people out of 
work while you are also running out of orders in Great Britain.” 

These are the things you do not hear much about either. I do not 
know why. You find similar dislocations in the new economics down 
in Italy and you find it in Greece, France, and Austria. 

I spoke to the consul general of Italy yesterday and I asked him if 
they had done anything yet about increasing the wages in these fac- 
tories that we looked into in Italy, and he said, “That must be done 
very slowly.” 

I said, “If you do not do it a little faster than when we were over 
there you are going to have a lot more unemployment. Many of the 
Italian people work two jobs to earn a living and continue to teeter on 
the verge of economic trouble.” 

Now, I could go on and talk on this all afternoon, but that failure to 
get across the idea on what this is all about, is a fault of our Marshall 
plan information, plus a general lack of firm directives. I might tell 
you that top men in the French Government, former Resistance leaders 
who are now Members of the Chamber of Deputies, told us that one of 
the chief troubles with the French internal situation was that we had 
not cracked down, and told the French what they had to do. 

Mr. Smrrn. You would be for imposing conditions upon the aid we 
give to the French would you? 

Mr. Pererman. I certainly would. 

Mr. Smirn. Do you think that would be interference with the in- 
ternal affairs of another country? 

Mr. Pererman. That is what they tell me, but at the same time the 
French people themselves say, as this gentleman told men, “You must 
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put up a target for the French people to shoot at, or we as a nation 
will never be able to come back.” I quote him exactly. He said, “We 
must have something to strive for and you are making it rather easy 
for our people to keep on filling the budgetary deficiencies with coun- 
terpart funds and other gains from American foreign aid. 

Now, the other thing that I would like to mention here before go- 
ing into questions, is the fact that there is a popular dislike growing 
over there for the United States whieh I think comes under the head- 
ing of a diminishing return on our foreign aid. 

With 5,500 Americans in one capacity or another running around 
in Paris, I heard an awful lot of comment, “How long are you going 
to stay over here?” in spite of the money we are giving them. 

When you see signs on the walls of the United States given steel 
mills at Thionville “Americans go home,”—these are the ‘steel mills 
over in France—it makes you stop and think. 

Mr. Smirn. You saw that yourself? 

Mr. Pererman. I saw that myself, yes. They seem to feel that all 
of this ought to be more in the way of a deal from now on. That is 
trade, or some arrangements such as that. 

On the other hand, you get some of the new men who are directing 
this thing called productivity and technical assistance who are deter- 
mined that a United States of Europe be set up over there on an 
economic scale that should compare to our own over here. 

Everett H. Bellows, who directs about 450 American productivity 
administrators told me that it was an outrage that 276 million Euro- 
peans produced only $157 billion worth of goods while only 159 
million Americans produced $335 billion worth every year. He is 
for assembly-line production over there and supermarkets and a whole 
lot of extra production. 

In my interview with him I said, “What are you going to do about 
the habits of these people for burying every little piece “of gold they 
get out in their garden—which we find in Greece and Italy ‘and even 
in France? How will they buy these extra shoes and so on if you 

cannot break them of that habit?” 

I also threw out the idea that I thought it was a danger to get toe 
much high-speed production in countries where handwork and various 
other old methods had been able to take up the excess working popula- 
tion. Particularly in Greece and Italy and countries like that. 

Mr. Smiru. Generally speaking, were they not opposed to the speed- 
up and the mass-production thing? 

Mr. Pererman. They were. I found for one thing they did not 
like supermarket store systems. They laugh and joke about it and 
they do not go for it. The one in France at Rennes, is a failure. The 
one in Copenhagen was a little bit better but not as popular as they 
are over here, certainly. People over there have their own ways of 
buying and haggling and chatting and making a project out of pick- 
ing out a duck or a chicken at the market and they do not want to 
have it wr apped up in cellophane and pushed at thie automatically 
with a price tag attached. 

One thing that I did find over there that was the best deal we were 
getting was the offshore production and I have gone through some of 
those factories and have since heard that port of MSA is improving. 
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I think the military side of it, if it is emphasized—and I understand 
in the new bill it is to be emphasized—that that is the best part of it. 

I do not want to appear here as being against everything. Iam only 
reporting on some of the things that [ think are getting us very little 
for our dollar. 

Mr. Smira. You would like us to be realistic ? 

Mr. Pererman. I certainly would. 

Mrs. Boitvon. I am sure we would like to have ideas from people 
such as you telling us in what ways we have not been realistic. 

Mr. Smrru. He has been enume rating them. 

Mrs. Bouton. I know. 

Mr. Pererman. One thing the people I talked to over there seemed 
to be more troubled about was the exit on all of this. They were 
greatly concerned about what happens when we finally end foreign aid 
altogether, if we do. A lot of these people might get sore at us and 
forget what we had done for them, and we might find that we had 
enemies where we had supposed friends before. ‘That came from both 
our own people and a few of theirs. 

I had one Frenchman make a remark one time and he was a manu 
facturer. He said, “lf I were a workingman in France today, IL would 
be a Communist.” 

I said, “Why do you say that?” 

He said, “Well, we over here do not pay enough wages to prevent 

ur workers from toy ing with conununis m. 

Of course, just a few weeks ago they voted 25 percent Communist 
again, but pushing that a little further he sai d, “There are some people 
who could do something more about this if the pressure was put on 
them. 

i said, “Well, why doesn’t someone go up to a man like Marcel 
Boussac , the big textile tycoon here, and s suggest that he try being the 
Henry Ford of France and offer a new livable w age to these people 
and really do something to get at this thing fundament: ally ?’ 

He said, “That would be the greatest thing that could happen to 
France eee 

Mr. Smiru. In other words, their standard of living is very low? 

Mr. P ETERMAN. ‘That is right. It stays ata certain level and the 
main objective we are getting is continued adequate employment or 
enough at least to block out economic hardships to the extent that they 
are not reflected in the political results. We are staving off Seine 
but not establishing economic or political g guaranties. 

There are some “pl: 1ces over there where things are far worse, of 
course, than in others. 

Austria is a problem that nobody in our aid setup even attempts to 
explain. Forty-four percent of the United States aid while we were 
there was going into the Red zone. We put in $120 million the year 
that was finishing up last summer and the Reds took $105 million out 
of the Red zone. 

Mr. Smiru. Could you document that? 

Mr. PrrermMan. I have documents on a lot of this stuff here, Mr. 
Smith. 1 have here one that is most interesting which I will show you. 

Mr, Smaru. Did we have the Battle Act when you were over there 
last summer ¢ 

Mr. Pererman. Yes. We asked about that, too. That was right 
up in the news because of the discovery of these invasion-type ships 
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that were being made up in Belgium and sold to Russia. They had 
hospitals in them and everything } you would find on an LST invasion 
craft, with which I was, of course, familiar during the war. 

The report is the verbatim translation of the Credit-Anstalt affair 
in Austria, and it has a series of very intriguing episodes. I wrote 
up these two bankers, Joseph Joham and Franz Landertshammer, 
who borrowed and used these funds of ours for their own private 
deals which always turned out to be losers. They would then show 
big losses and charge them to the ECA project involved. Dr. Joham 
at the time was holed up in Zurich in a sanatorium and we could not 
get in touch with him at all, where he was allegedly stashing away 
his private gains on these deals. 

LT asked about him, of the Foreign Minister, Dr. Hans Gruber, of 
Austria, up at the United Nations a few weeks ago. Gruber said 
Joham was back in Vienna. I asked if there had been any investi- 
gation or arrest and he said “No.” Joham is the head of the party 
in power over there, so it is very interesting. 

I wrote one whole article on how they reconstituted two defunct 
Nazi banks and used them to channel the funds from ECA through 
Austria’s recovery program. There is no MSA in Austria because 
it has not a government under a treaty, because of the war condition; 
aid is therefore still under the old Economic Administration. Our 
own ECA people estimated Joham had gotten away with about $100 
million. 

When you get around in Europe, I found the one country that 
showed the most out of the ECA funds to be Germany. The Germans, 
with the greatest need, made the greatest use of the counterpart funds 
and there, as they were supposed to, they revolved the money and 
kept lending it out and rebuilding their country. Their housing and 
their industrial improvement are going along. 

T had a very interesting interview with Dr. Ludger Westrich, who 
is the labor and industrial minister in Konrad Adenauer’s cabinet. 
He is the aluminum king of Germany, one of the $1-a-year officials. 
He told me that it was impossible to state the gratitude of the Germans 

for what we had lent and given them since the war. He said Germany 
was more than anxious to stand with the United States and its NATO 
allies against any Soviet aggression that might occur in Europe. 

Then I went up through the Ruhr and I saw the actual demonstra- 
tion of what had been done. I saw the industries rebuilt despite 
war’s damage and reparations costs. It was our feeling as we went 
away that if the rest of the countries had used this money even half 
as well as they had in Germany, the whole Marshall plan would have 
been the most terriffic success in the history of the American foreign 
operation. 

When you stop to think that in West Germany they pay 9 percent 
on 3-month capital loans, especially in the Ruhr, and then have to 
refinance, with all the extra charges, every 3 months, you will see 
how they appreciate this opportunity to borrow ECA money. They 
are, of course, crying for foreign investment and foreign capital to 
come to Germany so they can build up. 

Incidentally, when you talk to West German government officials 
about the Russian menace they seem to be the one country which is 
absolutely unafraid of it. They come out and tell you that if there is 
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any trouble they do not expect boys from Ohio, Wisconsin, California, 
and Texas, that they do not expect to ask Americans to come over and 
fight their war for them. 

1 like that, and I am glad to have you people hear it. 

Mrs. Keitiy. Was it established prior to our coming here who Mr. 
Peterman is and to whom he refers when he says, “we” ¢ 

Mr. Pererman. There were two of us on this assignment. 

Mr. Smirn. He is a newspaperman. 

Mrs. Keity. A newspaperman assigned to go to these countries? 

Mr. Pererman. Yes, for the Philadelphia Inquirer. It was a series 
of 20 articles run last fall. 

Mrs. Ketity. How many countries did you visit? 

Mr. Pererman. All but three of the NATO countries. 

Mr. Smiru. What three did you not cover / 

Mr. Pererman. Well, we did not go up into Norway. We did not 
get into Portugal, nor Yugoslavia. 

Mrs. Keuty. Did he make a report, Mr. Chairman, to the news- 
paper ¢ 

Mr. Prererman. Yes, I have the articles here, if you would like to 
look at some of them. 

Mr. Smiru. Mrs. Bolton 

Mrs. Botron. I do want to say this, that some of the contributions 
by newspapermen doing exactly that kind of thing have been in- 
valuable. 

We have a man with a Cleveland paper who has been about with 
an eye to see and an ear to hear, and he has brought back some of the 
most gr aphic pictures of what is going on of anything any of us have 
seen. I imagine your articles are very much the same kind of thing. 

You go over it with a free eye, untied to Government, and untied 
to obligations that would make you perhaps blind to some of the 
things that should be seen. I always value them very much. I am 
sorry I missed the first part of your talk. I do not have questions. 

Mr. Pererman. Thank you for your approval, Mrs. Bolton, 

Mr. Smiru. Mr. Hays 

Mr. Hays. No questions, Mr. Chairman. 

Mr. Suirn. Mr. Bentley 

Mr. Bentiey. I would like to see these articles, Mr. Peterman, if 
they could be made available at any time. I do not mean right now 
during the session, but could you leave them here on loan for a couple 
of days? 

Mr. Pererman. Yes. There are a few copies left. We were going 
to put them in booklet form but as you might judge there was some 
mild protest from certain quarters about some of the material in 
them. An interesting angle is that ECA—MSA officials started out 
to make a full-scale rebuttal to them and then it was dropped. 

Mr. Bentiey. If there is any particular article that the committee 
might be interested in, assuming they could be made available for 
study, you say you have documentation for them? 

Mr. Pererman. Yes, I have documentation and notes and inter- 
views for practically everything that is in them. It was a straight 
reportorial effort. and it was very sharply edited because that was in 
mind, and any slightest estimate that was not substantiated by some- 
body, a quote or some authority, was taken out. 
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There are a lot of people over there in the United States aid organ- 
ization who are not so happy about some of the things that have 
happened. As a matter of fact, a great deal of this information came 
from people in the ECA organization. 

Mr. Bentiey. As well as Government officials? 

Mr. Pererman. Our Government officials and foreign government 
officials. I have been back and forth over there 11 times since the war 
and I know a few people in Europe. 

I went down for example to see 2 French generals, Members of the 
Chamber of Deputies down on the Riveria where they ‘vere having 
their vacations. I spent a couple days down there. I went through the 
Mystere aircraft plant where I saw airplanes being made. Up to that 
time none of our military advisory people would let us into any of 
these foreign plants. However, I got into the most restricted place of 
all and saw how they are building these very fine fighters and jets on 
licenses supplied by the British and the Americans. In fact, we went 
out to lunch with members of the North American aircraft factory in 
attendance and went all through the Dassault plant. Strange to say, 
there is not nearly as much hush-hush when you get in with the foreign 
government officials as there seems existing among our own people. I 
do not know why that is. 

Mr. Bentiry. As I say, I would like to have the opportunity of 
looking at these articles, if either you could leave this copy that you 
have or send some others. 

Mr. Sairu. I can tell Mr. Peterman, I have a set or most of them, 
I think, and they are available and are in my office. 

Mr. Bentixy. You said the Germans were the only people out there 
who were not afraid of the Russians, 

Mr. Pererman. I would not say not afraid; but they were not awed 
by them particularly. 

Mr. Bentiey. The other peoples, you did find a certain amount of 
fear existing among them ? 

Mr. Pererman. [ noticed a sort of fatalistic attitude among people 
like the French that I talked to and some of them seemed to be a little 
bit more inclined to appease or make every concession possible. They 
were a little resentful of the fact that we the United States, seemed » 
be upset about what the Russians have been doing. Particularly i 
this to be found among newspapermen from the British Isles. 

Mr. Bentiry. The only point I was making was, if the other 
European peoples do have more fear than the Germans, why are they 
not willing to do more for their own defense. 

Mr. Peterman. Well, if you want to take France as an example of 
that, they have the same sort of attitude—the citizens I talked to ; these 
are not Government officials—these are people who seem to think that 
wars are going to happen and that they are going to be overrun and the 
best thing to do is not to get too badly mauled around in the process. 

Mr. Bentiey. Do you “speak any languages? 

Mr. Pererman. I speak French and I speak German. 

Mr. Bentiry. Go ahead, please. 

Mr. Pererman. This will interest you. I am a taxpayer in addition 
to being a newspaperman and there were several little things that 
irritated me. I met a man in the Frankfort railroad station. Just 
sitting at the table where I was eating and he talked English and with 





964 MUTUAL SECURITY ACT EXTENSION 


a British accent. He was going to Bonn as was I. We decided to 
ride together. He turned out to be the man in charge of our Govern- 
ment-projected movies all over Germany. This fellow was a British 
citizen but he was a refugee from Austria, and on the way there he 
made a statement which I do not think is the sort of philosophy which 
should be in our ECA. 

He said, “How long do you think we can hold Berlin?” 

I said, “If we lose Berlin we might as well get ready for the whole 
works, then, because I have always been told that Berlin is the pivot. 

He said, “I do not think we can hold Berlin. It seems to me this 
whole thing is a loser.” 

That was his attitude. He was more consumed with the holdover 
hatred of the Nazi regime than he was with the job he was doing in 
trying: to prevent the same thing happening under the Communist 
flag. I do not know whether that man is still over there or not but 
he was in charge of our ECA moving-picture operation in Germany, 
to get these things of ours into theaters and he said he was not having 
much success, that nobody wanted to look at the sort of American 
Government production that was being sent around. He was just 
sort of upset and worried and troubled. 

We went to dinner and I thought at the time, well, there is not much 
of a dividend in that fellow as a member of our staff, and yet he was 
in charge of a rather important part of the propaganda end of it. 

Now, that is not general, but it 1s there. 

Mr. Bentiey. Thank you, Mr. Peterman. 

Mr. Smirn. Mrs. Kelly—— 

Mrs. Ketiy. I have one question: In your recommendations, did 
I understand you to say you recommended trade, not aid, or was that 
the wish of the people over there? 

Mr. Peterman. I found it the wish of the people, generally. 

Mrs. Ketiy. Have you any recommendation ? 

Mr. Peterman. Well, I certainly think that we ought to get down 
to trade and to make these foreign-aid operations more like bargains 
because in my contacts with their news correspondents which we 
have at the United Nations they say that certainly down in this Middle 
East and the new Asian field, that should be the case. The Middle- 
Eastern people are very proud and they do not want to be handed 
something as an outright charity. 

Mrs. Keitty. Do you mean in the Near East and the Middle East 
we should cut off any assistance ? 

Mr. Peterson. Well, even if it is aid, it ought to be somewhow or 
other made to seem to be a deal or a bargain, because otherwise it will 
not be appreciated. 

Mrs. Ketiy. Could you give us the name of the man you traveled 
with from Frankfurt to Bonn? 

Mr. Pererman. I could give it to you but I would not want it stated 
here because it was a confidential sort of a thing. 

Mrs. Ketuy. Were these moving-pictures news ? 

Mr. Pererman. The sort of thing that would show life here in 
America, and so forth. 

Mrs. Keviy. Was it under the Voice of America 

Mr. Pererman. No; it was not at all. His ae, irters were in 
Germany. 
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Mrs. Kexiy. There were several of us here who investigated those 
programs while we were in Europe. We were acquainted with several 
of those in ch: arge and we did not come across that gentleman. He 
might have represented private industry. 

Mr. Pererman. No; he told me his position. Of course, we do, as 
you know, employ a great many Europeans over there. Some of them 
are eager and apable ¢ and some of them are not. 

Mr. Surru. Mr. Fulton—— 

Mr. Furron. After your investigation, you must have come up 
with some overall judgments. What is your judgment on the $5,600 
million proposed in this program? Is it too large ¢ 

Mr. PerrrmaNn. Only about half of that is going to Europe, is it not? 

Mr. Funron. Yes. 

Mr. PerermMan. I would say “Yes,” unless the emphasis in most of 
that aid is on things that will definitely go to start security measures 
and rearmament in some of those countries, and that would be better 
han if it was camouflaged economic aid as in the past. 

It seems the more we prop these people up the more they are going 
to want to be propped up, and the more they will expect from us. 
The more they will fill in their budgetary shortages and continue a 
lot of socialist government upkeep and will not get down to collecting 
taxes and making economies that they could 

Mr. Fuuron. Would you cut this whole program at this time? 
Would you cut the program for Europe? That is my question. 

Mr. Prrerman. I think I would. 

Mr. Fuuron. By about what percent would you cut the program ? 

Mr. Prrerman. It would have to be a country-by-country proposi- 
tion, I think. I do not think I would cut it much to Germany if there 
is going to be any more given to Germany. 

Mr. Futon. Did you find any country in Europe which would not 
stand up with us on the side of freedo1 n so that it would not be worth 
while to give them any aid in the fiseal year 1954 program ¢ 

Mr. Pererman. When I was over there I would not bet much on the 
French standing with us. I felt that neutralism was on the rise over 
there. As a matter of fact, they did not seem to be too concerned 
about defense or NATO in France. 

Mr. Futron. Would you say you have some doubt about France, 
but all the other countries you have little or no doubt about, that they 
would stand up with us? 

Mr. Pererman. Well, the Germans will stand with us and the 
British will stand with us. The Greeks and the Turks will stand very 
definitely with us, though I think we could certainly improve the 
situation on aid in Greece. That was one of the bad spots. 

Mr. Fuuron. Western Germany would probably stand with us, 
would she not? 

Mr. Pererman. Yes. They will stand, with the Turks and the 
Greeks in my private estimate, ahead of all others. Spain will un- 
questionably stand with the United States, too. 

Mr. Fuuron. And you have confidence in the Benelux countries, do 
you not? 

Mr. Pererman. Up to the point of what they can do. 

Mr. Futron. So far as their ideas of freedom are concerned ? 

Mr. Pererman. Yes, but at the time I was there the Belgians were 
debating whether they should draft for 18 months or not and were 
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causing an uproar over the longer term draft laws of the other 
countries, 

Mr. Fuuron. In trying to arrive at your final judgments that are 
conclusions based on the facts you have seen, your opinion then would 
be that most of the countries of Europe will stand with us in this fight 
for freedom and the aid program should be continued during the 
fiscal year 1954 to thowe countries. As to France, you have some 

doubts and you might watch the program more closely. You like- 
wise would continue the program there, too? 

Mr. Pererman. Yes, but with definite conditions. 

Mr. Fuuron. So that your recommendation, then, is, finally, on 
these things you have seen, that while there are defects, you never- 
theless would continue the program of mutual aid for our security of 
the United States in Europe for the fiscal year 1954? 

Mr. Pererman. Yes. 

Mr. Furron. Thank you. 

Mr. Bentiey. What about the Italians, Mr. Peterman, as long as 
we are gett ing specific on these countries ? 

Mr. Pererman. That is a difficult thing to solve because of the pop- 
ulation problem, as you know, and it is probably right with France 
in that bracket of needing something to improve the economic status 
of a lot of people, that is not happening very rapidly, even now. 

Mr. Funron. You had spoken of the Middle East area. In your 
opinion is that a strategic area which vitally concerns the defense of 
the United States, and one in which we should be interested ? 

Mr. Pererman. Yes, indeed. I think everyone agrees to that. 

Mr. Furron. Under those circumstances, then, realizing the diffi- 
culties that there have been between various nations and groups in 
that area, you nevertheless would recommend that the Mutual Secur- 
ity Program for the year 1954 be comtinued in that area for our own 
strategic defense ? 

Mr. Pererman. Yes. 

Mr. Fuuron. You would likewise favor a Middle East command if 
4 — work one out, would you not? 

PererMan. Well, I am not a military thinker, primarily, but 
] do think in all these dealings, as Mr. Dulles pointed out the other 
night, when you crack down and tell these people what has got to be 
done, they are more apt to do it than if you just keep on going as we 
have for several years saying “Won’t you do this? Won’t you do 
this, please?” I think that has been part of the trouble. 

Mr. Furron. If we are giving countries free assistance and military 
aid as well as technical programs and special economic assistance, we 
have more of a right to request that they do certain things which 
things are for their own benefit than we would if we made an outright 
bargain such as you suggest. Because certainly if we are making a 
bargain with a quid pro quo, there is no right for us to attach condi- 
tions. 

Mr. Prererman. Yes, but we do not. We do not do it. We give 
them the things. We do not give them any strong directives, ‘and 
it is not a bargain, so we lose out in two directions. 

fr. Fuuron. Do you think we should go to the point of putting 
specific conditions on the aid which we give that would have a fending 
on the foreign policy in the Middle East area? 
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Mr. Prrerman. That is a very tricky question. 

Mr. Fuuron. They all are carefully phrased. 

Mr. Pererman. If you get into some of that Middle Eastern squab- 
ble, I would like to see them spelled out before I would give an answer 
on that, because those people are pretty hard to please and as you know, 
there is an underlying bettle going on down there which interests 
them more than containing communism, and I am only now paraphras- 
ing the Secretary of State. 

Mr. Fvuron. “Then, don’t you think it is much better for us at this 
time not to put specific conditions on the aid to respective countries, 
but try to deal with the problem as an area and see what would be best 
economically and militarily to the security of the area as an overall 
program ¢ 

Mr. Pererman. Militarily I o not know what is planned in this 
program in the Middle East. I do not think you have to give direc- 
tives to the Turks any more. They are in this things as deeply as we 
are. But some of these other people, I believe, even if you gave mili- 
tary aid, for example, to Saudi Arabia, it ought to be in some form of 
a deal. They are very proud people. I have had a whole afternoon’s 
interview with Prince Feisal, the Foreign Minister, over here not long 
ago, and it was emphasized to me that they want things done in a 
trading way and on an equality basis. 

Mr. Fuiron. Would you agree with the approach of this committee, 
then, if we decide on it finally, that this Middle Eastern program 
should be an overall program, and should be aimed toward the benefit 
of all the peoples of the Middle East, without any specific and binding 
commitments or conditions being attached for each country or each 
group? 

Mr. Pererman. I think when you give military aid to any country 
or group, it is a binding commitment. We are not going to give fight- 
ing hardware to any government and then have them dec lare them- 
selves neutral. Unless that is understood, I do not see much point in 
giving ittothem. Give more to those w ho are w illing to stand with us, 
Give more to the Turks, then. 

Mr. Futon. Within the middle eastern program, then, you Ne 
have an area of discretion that during the time that fiscal year 1954 
expires we could nevertheless make changes between those ~ coop- 
erate and those who do not cooperate. 

Mr. Peterman. Yes. I would certainly leave myself an out on this 
thing. 

Mr. Saaru. Thank you, Mr. Peterman, very much. 

(The following has been submitted for inclusion in the record :) 


[From the Philadelphia Inquirer, October 17, 1952] 


BUNGLED BILLIONS—ANONYMOUS SANTA CLAUS RIDICULED For Sort Po.ricy 


By Ivan H. Peterman and Alfred M. Klein 
(Copyright, 1952, by the Philadelphia Inquirer) 
CONCLUSION : CASE OF THE INDEFINITE EXIT 


There is no definite plan for extricating the American taxpayer from Europe 
where $17 billion has been invested for global security. Nor from Asia, Africa, 
any foreign area where, for good, bad, and mediocre measures his money is 
being spent. 

It is absolutely certain that militarily, United States forces are not going to 
be withdrawn from Europe in the foreseeable future. They may be stationed 
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there in considerable numbers and capacities during the lifetime of the present 
generation. That is the thinking at SHAPE, our NATO control point, where 
incidentally, the thinking seems clearer than in many of the political-economic 
councils of our Allies. 

Such is the outlook for collective defense under the North Atlantic Treaty 
Organization. As of now, we are expanding, rather than limiting the perimeter 
of aggressive Communist containment, studding it with more or less permanent 
bases of air-military-naval operation. 

The manning, equipping, and maintaining of these and the aforesaid Ameri- 
can forces is a continuing drain on the United States budget, but it is besides 
the economic outlays about which the previous chapters in this series related. 
We have pledged our future adherence to the NATO program of defense, and the 
support with force if necessary, of 55 non-Communist members of the United 
Nations. 

But the economic giveaway program, otherwise called the Marshall plan and 
since subheaded “European Recovery, Economic Administration, Mutual Security 
Assistance,’ with productivity and technical assistance (point 4) coming up 
that is something else again. How long should it last? How much more must 
we give? 

Everywhere we inquired on these contingencies came merely a shrug, a smile, 
or a facetious evasion linked to a remark like: 

“Well, if we want any friends at all over here, we better get out fairly soon. 
Nobody likes his keeper.” 

Then came the inevitable incident of the unhappy giver, and his failure to be 
appreciated, or even thanked. For every story of gratitude, there seemed to be 
8 or 4 of the reverse, with numerous recitals of anti-American feeling, snide 
cracks, resentment and crude behavior candidly conceded. 

As we listened, there came a wry memory—like the fleeting scent of frying 
bacon at the camp orienting the lost huntsman in some unfriendly forest. We 
remembered about Spam in Great Britain. 

During the late war, one of the staple shipments to the United Kingdom 
under lend-lease was processed pork products. There were several brands but 
they all got the name of “Spam,” and since under austerity and the bombs, it 
was easily shipped, and could be served direct from the tin cold or fried, the 
British had it—and learned to hate it. 

They ate Spam morning, noon, and teatime, then had it some more for evening 
snacks. There were more barracks room jokes about Spam than would fill Joe 
Miller’s book. 

Then the war ended, and President Truman overnight put finish to lend-lease 
and Spam. Soon it disappeared from British supplies, and presently those who 
scoffed were trying to replace it for sandwiches and meals. In no time at all 
distaste became yearning, then downright hunger. Today, sadly missed and 
highly regarded again, nobody jests in Britain about Spam. They love it—when 
they get it. 

American foreign aid is a complicated problem to administer, and after visiting 
Austria, Greece, France, and Italy, it is evident that Diogenes with his lantern 
should be high on Ambassador William H. Draper’s MSA staff. 

We need him for tracking down honest officials among the European politicos 
But if no other answers can be given with confidence, this one can: They'll miss 
us when we’re gone. That’s for sure. 

When the Marshall plan was originally conceived, among the end objectives 
thought out in broad terms by Gen. George C. Marshall, Dean Acheson, and the 
late Senator Arthur H. Vandenberg and their aids, was that to be successful it 
must be based upon carefully designed lines that would benefit solid United 
States interests wherever applied. There were to be deiinite objectives, in what- 
ever areas the aid was dispensed. 

But somewhere along the 4-year route of ECA—MSA, these have skidded away, 
top officials today concede. As Harriman explained the reasons for our allies 
trading their newly staked steel and ships and other goods to the Soviet Union, 
he said this was not expected in the original concept. Other ECA leaders have 
stated again and again that our aid aims should be consistent, worked out with 
the receiver nations, and regulated with a terminal date in view. 

All this was broadly outlined at the start, but lost in the shuffle. The very ones 
who once directed the whole show insist that honesty, efficiency, and certainly 
realistic application of the aid are fundamentals. These things were not always 
apparent in Europe of today. 
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In this connection we noted, especially in Great Britain, Germany, and some- 
times in Italy, that a realistic campaign, using understandable media, to tell 
the people about Marshall plan is getting down to levels where it can do some 
good. “Until lately, however, altogether too much time was spent by our public- 
relations people in convincing those who needed no arguments. They overlooked, 
as did much of the aid dispersal, the little people who were most exposed to 
poverty, ignorance, and the clutch of communism. 

Meanwhile, as the billions pour their flood of raw materials, manufactured 
goods, and lush credits to inflated national budgets, with the “comeback” 
counterpart forming unexpected backlogs to replace uncollected domestic taxes, 
unlevied excises, undisciplined cuvrencies, and overheads of the various welfare 
states, the dividends of dislike and peremptory flashes of high-level asperity— 
M. Pinay’s in France is illustrative—have backed Uncle Sam, the anonymous 
Santa Claus, into a defensive position. 

Quoting 1 American aid official, who has spent nearly 2 years at serious 
efforts to help Europe right its economy: “Our policy these days boils down to 
this: ‘Don’t make them mad; they might not take our money.’ ” 

It is this “soft” policy we found in widest disfavor among the very people 
designated to apply it. One of the topmen in our mission to France, having 
sought to justify the use of offshore procurement millions, big dips into the 
French counterpart funds, and further demands by the sensitive French Govern- 
ment leaders, was shocked when in turn we suggested that many citizens of 
stature in France would welcome a sterner set of aid conditions. 

Yet that is true. And reflecting upon the things we learned, there remains 
the question often asked by readers of this series of articles: 

“Well, what can be done about it?” 

Some things are being done. With the French, we are now laying down the 
rules, take or leave them. The Pinay outburst last week, while described by 
Washington officials as a “play to French pride by snapping at the biggest hound 
in the pack,” came after our people privately advised the French Government 
to get on the ball. 

France can dry out plenty of its watered budget, say our officials. It can 
revamp a particularly ineffective and unfair tax system. It can crack down on 
the flight of capital to Switzerland by stopping the flow of MSA help to those 
who siphon it to private bank accounts. 

They can conscript their soldiers for 2 years, as do the other NATO countries, 
and quit crying about it. They can see that contracts for United States air- 
fields, etc., are properly carried out, and insist that contractors pay living wages 
for the workers. 

In Washington recently we heard from MSA spokesmen definite dissatisfaction 
with our role, sitting on the facts regarding Austria. Nobody is happy over the 
“Nervous Nellie’ pose, while Drs. Joham and Laendertshammer scoop the cream 
off our aid funds, put them to private accounts. 

But when someone suggests matching the Soviet Union’s firm military contact, 
through its continued presence of occupation troops, the question is asked, “But 
what will Mom say, when her boy is drafted to more of such duty?” 

Ben H. Thibodeaux, economic chief of the United States Mission in Austria, 
said 44 percent of ECA investments there went to the Red zone of occupation. 
The other 56 percent were in areas controlled by United States and Allied 
troops. The Russians drain off all heavy industrial profits in their zone, use 
them against the recovery of Austria. Yet top United States authorities in Aus- 
tria agree they are loath to upset a rickety governmental car, for fear of a Com- 
munist coup. 

Italy’s population problem is more difficult to solve, but the United States 
delegation in the United Nations is currently straddling a debate over African 
colonies. Minorities from that region want more independence since Libya was 
declared a free country by U.N. 

Yet NATO leaders proclaim we must keep those areas under control, and our 
French friends vehemently charged that trouble-making, oil-seeking outsiders 
stir up these minorities which they insist are incapable of establishing either 
political stability or economic self-sufficiency. 

But those badly developed regions, everyone admits, could sop up much of 
Italy’s overflow. Libya is a prime example of a desolate, inefficient new country, 
which, like much of Africa, lies open to development—by something besides point 
4 and United States tax moneys. 

Some of the MSA personnel, out of sympathy with American planners who 
want to quadruple Europe's already rising production, would put on a drive for 
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higher wages, less inflation (by stopping the political banks from printing it in 
Greece, for example) and new markets. 

Roving the capitals of Europe, you find that an uncommonly large number 
of key positions are held by leftist thinkers, by experts qualified by their high 
positions in labor unions in the United States, or their cleavage to the various 
do-good agencies of the New Deal, the Fair Deal, the CIO, and the folded up 
staffs of pinko newspapers here at home. 

One such gentleman has been promoted from a small United States mission, 
where he did a notable job in brushing off citizens of that country who could 
have spread real, pro-American views. Once a Washington journalist, he is now 
a top “political planner” in Paris, with a deputy. We tried to call on him, but 
he was always away on “holiday.” 

Our mission to Germany contains one young man entrusted with an important 
media of Western orientation in West Germany, who confided that thought the 
Communists would prevail in Berlin some day, it was just a matter of time. 

Some of the people on our staffs are not even Americans. We met several 
of British citizenship via expatriate service during the war, usually refugees 
from the Axis countries, deep dyed with defeatism, but entrusted with spending 
American taxpayers’ funds. 

This is of a piece with the effort by our friend Agon Schall, in Paris, who 
spent 2 weeks running from office to office in MSA before he discovered he 
was getting the “brush-off.” His mission? He was trying to put a large empty 
building at American disposal—absolutely without cost to the United States. 
But nobody in our Paris establishment would listen to him. 

We have spent a lot of counterpart moneys—converted dollars —on building 
hew ones. 

In Greece, Dowsley Clark and F. Paul Keppel are doing a remarkable public 
relations job. Leroy Viara in Vienna, Joe Evans and his staff in London, like- 
wise. Paris has plenty of PRO’s, and those we met were most helpful. 

Still, we find odd ways of spending our 10 percent of the counterpart funds. 
There was in the Paris headquarters a fantastic psychological test of some 100 
questions; all personnel, high or low, had to answer. It sought to make sure 
they knew enough to be in Europe, yet W. Averill Harriman with one nod dis- 
patches 200 families with furniture, and brings the same number back—no tests 
whatever. 

Someone wanted to record all the Marshall plan country Christmas carols, 
play them willynilly throughout the American scene. “International good will,” 
they said. Messrs. Draper and company said nix. Christmas carols have been 
recorded and should be available, long before MSA. Moreover, there was a feeling 
that singing songs at Joe Stalin didn’t fit into the NATO scheme. 

A source of some friction is the difference in pay scale of United States and 
the noncitizen office personnel. European stenographers, etc., get far less than 
our people and are not given the extras except for the mess privileges, 

Some of the United States personnel is admittedly weak, unqualified, and quite 
often inadequate to the positions they hold. We have a mixed bag of former 
military government officers, WPA directors, appointees by crony influence, and 
roving Americans with a yen for foreign exposure. Some are making a terrific 
try at the job. These in time have succeeded in getting more good than waste 
from our money; others have gone through the motions, but never qualified for 
the big handout. 

This brings up what one top man—he declined to be quoted—said is our No. 1 
difficulty in the Marshall plan: It was implemented so quickly, that only a few 
top men could be placed, and the rest were filled in. 

We are short—very short, in fact—of dedicated, trained, language-accomplished 
and oriented foreign servants. We stepped into the British boots without the 
appetite or many of the tough attributes they had for such a task. We have 
let clever continentals flimflam us, cajole, bulldoze, and get away with our money, 
often by bluff. 

Not many Americans care to leave their centrally heated, beautifully appointed, 
well-serviced homes and communities. Not for long periods of service. 

“We should have begun long ago to train scores of young men for this work. 
Not bring them fresh and green and hope they acquire the knowledge while on 
the job,” one veteran declared. Of course we need a diplomatic equivalent to 
West Point and Annapolis, where we train those to enforce but not devise our 
foreign policy. 

Another thing, again at high level, United States policymakers should listen 
to protests against our allies trading with the enemy. That is dangervus. It 
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is hurting our own lineup by dissension, and helping the Commies with vitally 
needed materials, 

On the positive side, several things are showing up well. The Schuman plan 
for integrated coal-iron-steel production and distribution is under way. A 

green pool” to try and integrate food production is in the works. 

One of our agricultural projects in Turkey was so successful that this staunch, 
fighting ally has changed from a grain-importing nation to one with wheat to 
sell. Highways have been improved and built, and Turkey is moving along 
fastest of the middle eastern areas. 

Most important in the private-risk department are the 40 or more capital 
guarantees issued by the United States Government through MSA. By this 
process, investors are protected against more “expropriation” such as Mossa- 
degh’s on British oil, and the Red comrades’ seizures of oil and other properties in 
Hungary, Rumania, Czechoslovakia, etc. 

The United States by this method has encouraged Firestone & Co. to back a 
technique-sharing Phoenix Tire Co. in Hamburg. Otis Elevator has a proposi- 
tion going for it in Berlin. Johns-Manville Co. has put out equipment and funds 
in Germany as the West Germans cry for more such financial-industrial help to 
get them going again. 

By this method, say MSA officials, wary Americans can be led into putting 
much back into turbulent Europe and other areas where nationalization and 
socialism, if not communism in some cases, is a definite risk to private enterprise. 

Until this private investment gets up courage and faith in‘our allies, they point 
out, the United States taxpayers will not get out from under. 

The overriding question we encountered in Europe is: “How strong is an 
ally when the guns begin to rumble?” 

Over our homecoming meal we discussed this with an old friend, the No. 1 
briefing officer we correspondents had, Col. B. A. Dickson, the First United States 
Army’s wartime G-2. Wise to the ways ef Europeans, he recalled a line from 
an old musical hit: 

“* * * So this is how the story ends * * * 
He’s going to leave you, too * * * 
And say: 
‘Can’t we be friends’? ” 
Mr. Suiru. Mr. Smyth. 


STATEMENT OF W. H. SMYTH, TREADMILLER CORPORATION, 
NEW YORK, N. Y. 


Mr. Smiru. Will you give us your full name and occupation / 

Mr. Suyru. William Harris Smyth. Businessman. 

Mr. Smira. Your address. 

Mr. Smuytu. 44 West 44th Street, New York 36. 

Mr. Samiru. I believe you have a statement which you wish to pre- 
sent, Mr. Smyth, at this time. You may proceed, Mr. Smyth. 

Mr. Smytu. May I say before [ start that I am just a businessman. 
I am not a politician, a diplomat, or anything like that. I went to 
Europe in World War I and it might be difficult for me to remember 
what to tell you so I have written it down. 

Mr. Javirs. May I say, Mr. Smyth, neither do we. 

Mr. Suyru. I am glad to see these ladies here because I represented 
companies from their own towns in Y ugoslavia,. 

Through your member, the Honorable Lawrence H. Smith, Repre- 
sentative from the First District, Wisconsin, you have called me here, 
as I understand, to hear my opinions on the general conditions in 
Yugoslavia, the value te us of the very large financial and material 
help we have sent and propose to send to Yugoslavia, and on Tito’s 
reliability to us as an ally. 

In order to enable you to judge my qualifications to speak to you 
on these subjects, I’d like to submit the following information about 
myself to you: 
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I was born of American Methodist missionary parents, May 23, 
1890, in Foochow, China; came to America in 1899; was graduated 
from the Berkeley High School, California; and, in 1912, from the 
University of C alifornia as a civil engineer. 

I worked 5 years at my profession in San Francisco, then entered the 
United States Army in May 1917; served as a captain, Field Artillery, 
in France, in the army of occupation in Germany, and with the Ameri- 
can mission in Austria until demobilized in September 1919 in France. 

I worked for an American export-import house in Turkey, Ivan, 
the Caucasus, and Yugoslavia until the Bolshevists drove us out of 
the Caucasus in March 1921. Incidentally, I got out of Baku, the Rus- 
sian oil city in April 1920, with a suit of clothes and a raincoat. The 
Bolshevists got everything else I had. 

I then founded my own company at Belgrade, Yugoslavia, with 
a branch later at Zagreb, and operated them from April 1921 until 
1941. My principal business was the importation of American motor- 
cars, trucks, tractors, tires, oil, aviation engines and supplies, oil-well 
equipment, and the export of Yugoslav products to help get the dollars 
to pay for my imports. 

Regular full membership in trade associations in Belgrade and 
Zagreb, in the Jockey Club and Anglo-American-Yugoslav Clubs in 
Belgrade, and in the Yugoslav Society of Engineers and Architects, 
and honorary membership in the Taxi Chauffeurs’ and the Taxi 
Owners Associations in Belgrade, and principally my business which 
took me all over the country in contact with people from all walks of 
life, and my fairly good knowledge of Serbo-Croatian gave me 
through 20 vears a good acquaintance with Yugoslavia and its peoples. 

In July 1941, when our American consulate was closed, I closed my 
business and left with my wife for home. We were 6 months in 
Hungary, left with the American Foreign Service personnel and other 
Americans for Lisbon, Portugal, in January 1942 and reached New 
York March 1, 1942. During 1942 and 1943 I spent considerable 
time making reports on the Balkan and Danube Valley countries for 
our military. 

For 11 years, since reaching America, outside of my business with 
tools produced by the Threadmiller Corp., West Orange, N. J., of 
which I am president, I have kept the closest possible contact. with 
Yugoslavs here and in Europe, to follow the development of Tito’s 
Communist dictatorship which we allowed the Soviets to impose on 
Yugoslavia, against the will of the people, and in violation of agree- 
ments that the Yugoslavs would be allowed, through free elections, to 
decide the form of government they wished to have. 

Through their letter No. 7491 of July 30, 1948, the Tito government, 
Peoples Republic of Serbia, committee of water husbandry, re- 
quested me to cooperate with them in the purchase of heavy equipment 
and dredges required for their 5-year plan. A photostat and trans- 
lation of that document are attached. I appreciated the compliment, 
but considered it to be a bribe, and did not accept. Too bad it did 
not strike me as clean money, as the million dollars I recently was told 
it would have brought me would have been most welcome. 
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(The letter referred to is as follows :) 


(Translation by W. H. Smyth, New York, N. Y.] 
PEOPLES REPUBLIC OF SERBIA 
COMMITTEE FOR WATER HUSBANDRY 


BELGRADE, July 30, 1948. 


Mr. SmytH: For the execution of the regulatory works included in the 5-year 
plan which is being carried out by our institution we require certain construction 
machinery which is produced in the United States of America. Insofar as it may 
be possible to secure it under favorable terms, we address ourselves to you because 
you were the representative of several of the companies mentioned below, and 
request your cooperation in this business. 

Principally these firms are known to us: 

1, Caterpillar Tractor Co., 1937 Walker Street, Peoria, Ill.; produces elevating 
graders, graders, bulldozers, scrapers, and tractors. 

2. Austin Western Co., 1945 Barrows Street, Aurora, I1l., which produces parts 
for dredges [probably they mean graders]. 

3. Northwest Engineering Co., 1827 Steger Building, 28 East Jackson, Chicago, 
[ll., which produces dredges [mean dragline scraper], cranes, and parts for 
dredges and cranes. 

4. Buckeye Traction Digger Co., Royce and Crystal Avenues, Findlay, Ohio, 
which produces ditchdigging machines, dredge accessories, graders, and bull- 
dozers. 

5. Bucyrus-Hrie Co., 1046 Monroe Avenue, South Milwaukee, Wis., which pro- 
duces self-propelled dredges and excavators with diesel, gas, and steam power. 

6. Allis-Chalmers Manufacturing Co., 1126 South 70th Street, Milwaukee, Wis., 
which produces bulldozers and other material. 

In as far as you also have connections with other companies they also may come 
into consideration, 

We need machines as follows: 


I. DREDGES-——DRY LAND 


(a) Chain-bucket type on caterpillars or rails, effective capacity 70 to 100 
cubic meters per hour, or 120-150 m*h theoretically. 3uckets to be of about 
80 liter capacity mounted on articulated steel links. The steel link belts must 
be such that they may be lengthened or shortened. The length of the steel 
link belts must be about 20 meters. For casting out the excavated earth the 
dredge (excavator) should be directly or separately connected to a conveyor 20 
or 25 meters long mounted on wheels, with a rubber belt approximately 70 
centimeters wide. Because of its great length the conveyor may have to be sup- 
ported. Besides the conveyor the dredge should be equipped with an arm for 
loading wagons and wagonettes right alongside the dredge. 

(0) Shovels on caterpillars (tracks) with articulated latticed arms. The 
articulated arm must have a bucket of about 0.60 m* capacity and must be so 
constructed that it may dig to a depth of 7 meters and lift to a height of 4 
meters for discharge into wagons; the effective capacity of this equipment must 
be about 60 to 70 m*h. The latticed arm must be of 2 parts—that is of 1 basis 
arm and 2 extension pieces (short and long). For work with the short arm a 
bucket is required of 1.0 to 1.25 eubic meters capacity. The effective capacity 
of the excavator with the short arm must be 50 to 60 m*® per hour. The length 
of this arm must be about 10 meters. For work with the long arm a bucket is 
required of 0.75 to 1.00 m* capacity. The effective capacity of the shovel with 
the long arm must be 40 to 50 m*® hourly. The length of this long arm must be 
about 14 meters. 

(c) Self-propelled steam-floating dredges, bucket and suction types whose 
capacity will be— 

1. Working with suction lines (sandy material) 250 m*‘h. 

2. Working with buckets in sandy material 180 m*h. 

3. Working with buckets in gravelly material 150 m*h. 

4. Working with heavy buckets with teeth in strong material 50 m‘h. 

The dredges must have the following engines : 

1. For work with buckets, 2 engines each of about 250 horsepower. 


, 


2. For work with suction lines one engine of about 250 horsepower. 
I 
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3. For weighing (7?) lifting while working and for lighting. 3 engines of 
about 70 horsepower each. 

The dredges must be equipped with the following accessories: 

1. 100 pontoons each with a suction hose 5 meters long on it. 

2. 20 pieces of suction 5 meters long for shore-work. 

The dredge must be equipped with cabins for the entire crew, with lighting for 
maintenance work and with steam heating for the winter. 


Il. BULLDOZERS 


The machines which come into consideration are those made by American fac- 
tories, types D-S; D-7; and HD-14. Bulldozers must be easily maneuverable, 
with motors of 80 to 120 horsepower with adjustable blades 3 to 4 meters long. 


Ill. SCRAPERS 


(a) Towl capacity 5m°*, type D-7; HD-14 and HD-10 with tractors of cor- 
responding strength. 

(b) Bowl capacity 8m*, type D-8; D-7 and HD-14 with tractors of corre- 
sponding power. 

(c) Vurnapulls with bow! capacity 12 m * with tractors of corresponding power. 


IV. ELECTRIC CENTRALS (GENERATING SETS) MOVABLE 


Capacity 60-120 kilowatts, that is 80-160 horsepower with distributing table, 
eables and other necessary equipment for the conduct of electric current to a 
distance of 3 kilometers. These generating sets must serve to drive pumps and 
other machine tools as well as to light the work place—grounds. 

Insofar as it may be possible to cover our requirements in the United States of 
America we request you to send us catalogs with detailed specifications of the 
machines so that it may be possible to decide from these and such others not 
listed above but which we could employ profitably in our work. 

As we have stated above all these machines are highly necessary for the 
improvement of agriculture in our country, therefore we request you to secure 
exact information for us concerning the following: 

1. Method of closing contracts directly with factories (companies). 

2. Method of payment (through cash or the exchange of goods, state what 
good would come into consideration for export from our country). 

Time of delivery (if possible at the earliest date—even from stocks if 
this can be done). 

1. Method of taking delivery. 

5. Means of transport and other eventualities we cannot foresee. 

Insofar as the conditions of the offers from the mentioned firms would suit us, 
we would inform you as to the quantities of the various machines which would 
be required. 

In case of necessity you may put yourself in contact with our commercial 
attaché, Beno Habjanic, 1818 24th Street, Washington, D. C. 

We hope for your early reply and request you to tell us the terms for this 
business. 

Engineer DRAGOSLAV MUTAPOVIC, 
Vinister in the Government of the Peoples Republic of Serbia. 


Mr. Smyta. Ladies and gentlemen, we must not make the mistake 
of considering Tito’s communism—national communism or Titoism— 
as some call it, to be different in any way from the original Moscow 
brand of international communism. To point this up, I would like to 
trace quickly the development of Tito’s power in Yugoslavia and show 
that his methods and aims are identical with those of the Soviets. 

On March 27, 1941, a small group of Serbian officers and politicians, 
some well intentioned but ignorant of facts, others apparently paid 
by British intelligence, staged a coup d’etat ‘and turned out the Gov- 
ernment which 2 days earlier had signed a nonmilitary pact with the 
Axis Powers at Vienna. Churchill stated in Parliament that day: 
“Yugoslavia has found her soul.” But Yugoslavia, especially the Serb 
part, was doomed to destruction. 
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Ten days later the Germans attacked, the men who staged the coup 
of March 27 left the Yugoslav people to their fate, fled the country like 
rats, taking with them the young King Peter, who did not wish to go. 
Yugoslavia fell in 10 or 11 days. Tito, nominated by Malenkov and 
placed by the Comintern as secretary-general of the Yugoslav Com- 
munist Party in 1937, and his Yugoslav Communists—allied to Hitler 
through Stalin—took no parts in the events of March 27 nor the Yu- 
goslav resistance immediately following until the capitulation—that 
is, the capitulation of Yugoslavia. And incidentally, and very im- 
portant, is that it was Malenkov who nominated Tito to be secretary- 
general of the Yugoslav Communist Party—Malenkov, the man who 
today is No. 1 in Russia. 

Now, with surprising candor, Tito and his Communists celebrate 
March 27 as a Communist Peoples’ revolt—the birthday of their Com- 
munist Yugoslav Government. Probably they are right in a sense, 
for without the coup of March 27, Yugoslavia would exist today, even 
as Sweden exists asa free country although she allowed the Germans to 
run their troop and supply trains across Sweden for the entire war. 

In that case, Tito might be again playing his old game of hide and 
seek with the Yugoslav police, and a Yugoslav instead of a Swede 
might be General Secretary of the United Nations. 

Hitler’s attack on Stalin June 22, 1941, caused Tito—presumably to 
fight Germans—to join the already organized and hard-fighting resist- 
ance movement of Colonel Mihajlovich, a Serb regular officer who had 
not surrendered at the general capitulation, but who had taken to the 
woods. 

But when Mihajlovich saw that Tito’s main activity seemed to be the 
killing of peasant leaders in the Serb villages—potential anti-Com- 
munist leaders—Mihajlovich turned on Tito and drove him out of 
Serbia. Stalin quite naturally recognized Tito as Yugoslav resist- 
ance leader, and Tito began a civil war against the Serb Nationalists 
which lasted throughout the war. 

Colonel, later General, Draza Mihajlovich, built a real nationalist re- 
sistance against the Germans. Incidentally his cutting of the German 
short supply line down through eastern Serbia to Greece in 1942, 
forced the Germans to ship their Rumanian oil to North Africa the 
long way around via Italy, which contributed greatly to the British 
victory at El Alemein where the German tanks ran out of gas with 
Egypt before them. 

Tito fooled the Yugoslavs, who were anti-Communists, all of them, 
by not proclaming his movement as Communist. He called it the Peo- 
ples Partizan Units of Liberation and finally the Peoples Army of 
Liberation and Partizan Units. These names and deceptive slogaus 
enable Tito to get non-Communists into his organization, which, at the 
start of the war, was based solely on his 12,000 party members. 

In a way, he was aided by the Croatian Ustashi, Hitler’s Croat 
allies, for they had one common interest, to destroy the Serbs, the 
largest racial block in Yugoslavia. The Ustashis wished to eliminate 
the Serbs in Croatia, while Tito, as noted above, wanted to destroy 
them as strong individualists utterly opposed to communism. 

Churchill and Roosevelt apparently decided at Quebec in 1943, 
possibly because of threats from Stalin that he would make peace with 
the Germans, to back Tito—Stalin’s man—in Yugoslavia. Within a 
week after that fateful conference, “Reports from Radio Free Yugo- 
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slavia,” announced as Tito’s station, but actually beamed from Tiflis, 
Georgia, Russia, were in our newspapers, Mihajlovich was pushed 
aside and the false buildup of Tito as a liberator was in full swing. 

The Allies began wholeheartedly to support Tito, and in addition 
to dropping supplies for him, gave to him, instead of to our real ally, 
Mihajlovich, all arms, munitions, and supplies of the Italian Army 
of Occupation in Yugoslavia, disarmed after the Italian capitulation. 
In spite of all that equipment Tito was too weak to enter Serbia where 
Mihajlovich held sway. 

Chased out, on his own birthday, May 25, 1944, by German para- 
chutists, of what Churchill had describee in Parliament as his im- 
»regnable and inaccessible mountain stronghold, Drvar in western 
Bosnia—incidentally the manager of the lumber company there had 
bought a Packard from me so I remember that town well—Tito finally 
was rescued by a British airplane, flown to Bari, Italy, then to other 
points, to be received with all honors by various Allied commanders, 
and then installed on the Dalmatian coastal island of Vis by us and 
the British and treated as if he were a valuable ally. Sound intelli- 
gence would have called for his internment or liquidation and the 
turning over of our aid to Mihajlovich, even then stronger than Tito. 

To the surprise of our people a Russian plane called at Vis, picked 
up Tito, flew him to Moscow where he met Stalin. On his request the 
Russian Army entered Yugoslavia, in violation of the agreement that 
no allied army would enter Yugoslavia. ‘The Soviets placed Tito and 
his Communists in power and began to help them organize the 
country. 

Tito immediately conscripted all the Serb youth he could find, 
drove them as a human shield against the retreating Germans in the 
Srem and Slavonia regions north of the Save River. The 40,000 young 
Serbs lost in those actions, and the three-hundred-thousand-odd killed 
by the Tito Communists during late 1944 and 1945— simply a massacre 
of good people, was done by Soviet methods and for Soviet aims, 
ni mely, the destruction of those persons they feared could be potential 
leaders of anticommunism. 

On top of that, and in striking parallel to the slaughter of 10,000 
Polish officers at Katyn Forest by his Soviet mentors, Tito’s men at 
Kochevija Forest in Slovenia, western Yugoslavia, murdered 11,500 
Yugoslav officers and men—about 9,000 Slovenes who were Roman 
Catholics, and 2,500 Serbs, who were Orthodox Catholics. 

Those unfortunates had crossed the Yugoslav frontier into a British- 
occupied zone, they gave up their arms on the assurance of the British 
mn at they would be sent for internment into Italy, were then loaded 
by the British into freight cars, shipped back to Y ugoslavia unarmed, 
where Tito’s murderers dispatched them on arrival in an orgy of 
Communist hate. 

Through that terror the Yugoslav Communists elected a pseudo 
Parliament of their own party people. They voted a constitution, but 
as help from the western powers was indispens: able, placed the fol- 
lowing in it: “Private property and private initiative in the economy 
are guaranteed,” 

Thanks to the resulting UNRRA help, Tito was able to place 600,000 
men under arms, with which army he forced the Yugoslavs to accept 
his regime. Remember there was a trusted Communist commissar in 
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each unit with a myriad of his spies, so there was no possibility for 
the army to revolt. 

He carried out the nationalization of property, generally through 
false statements that the owners had collaborated with the enemy or 
enriched themselves through the war. We few Americans who had 
been in Yugoslavia had our businesses or property taken over with 
the rest. 

The Yugoslav Communists blindly executed Soviet instructions 
until excluded from the Cominform in June 1948, whose sitting was 
under the chairmanship of Zdanoff, Malenkov’s rival, later liquidated 
in Malenkov’s rise. 

Tito and his people tried for 10 months to get back into the Com- 
inform. It would seem that the Yugoslav Communists, although 
following Moscow’s instructions, were too nationalistic for Stalin, 
who could brook no competition in any degree. Probably he wanted 
to eliminate Tito, as he had done Tito’s three predecessors as Secretary 
General of the Yugoslav Communist Party, and install a new man, 
who like Tito in earlier years, would have no visions of grandeur. 

The Yugoslav Communists used the most brutal methods to drive 
the peasants into the cooperatives and socialize agriculture. That 
was a mistake, for in a peasant country like Yugoslavia, the peasants 
are fanatically attached to their land; tax the | peasant, take almost 
anything from him, but don’t touch his land, his plow, horse, cow, 
sheep, and so forth. A peasant will kill his dahior for trying to 
move his plow over half a furrow onto his land. Land means life to 
him. 

I have heard Serbian peasants make such statements to me about 
their property and I know what I am talking about. 

Aleksander Rankovich, Tito’s Minister of Police, stated in 1950, that 
his department had arrested over 5 million people from the end of 
the wartothat moment. That meant roughly 1 person out of 3 in the 
whole country. As at least 80 percent of the population is peasant 
and they furnish a corresponding percentage of the army, how can 
anyone expect the Yugoslav Army to be loyal to Tito under such con- 
ditions? Arrests of peasants were principally for refusal to join 
cooperatives and for declining to deliver produce at the low prices 
prescribed by the state. 

Thanks, as generally reported, to British Intelligence, Tito located 
Mihajlovich, the ally we deserted, as he lay sick in the mountains in 
Bosnia. He arrested, tried, and shot him in June 1946. Thanks to 
us Americans, Gen. Milan Nedich, the great Serb patriot who assumed 
the Presidency of the Serb Government created by the Germans in 
1941, and who did that merely to try to save his countrymen, was 
turned over to Tito. 

Although it was reported that General Nadich died jumping from 
an upper story of the Belgrade Police headquarters, it is commonly 
believed that first he was killed by Rankovich, Tito’s minister of police, 
then thrown out the window. 

The liquidation of those two Serb national heroes and of Gen. Lav 
Rupnik, a great Slovene, who similarly tried to save his Slovenes, 
certainly left an hatred toward Tito and his government which pre- 
cludes any idea of loyalty of his troops toward him. 

Yugoslavs, like most Slavs, are deeply religious at heart. The 
Serbs have a great respect for their church, as it was the church which 
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held their nation together during the 500 years they were under the 
- urks. In my opinion the Orthodox pr iests in Serbia and the Roman 

‘atholic priests of Croatia and Slovenia, will hold the people together 
atari ing the present Tito episode. 

Tito knows that, and like the Soviets, has done everything possible 
to eradicate the church, and failing that, to bring the church under 
his control. The much publicized imprisonment of Cardinal Stepinac, 
Roman Catholic leader, and the almost unreported imprisonment of 
the American born, Serb Orthodox Bishop Nastich of Sarajevo, bear 
this out. 

Newspaper reports imply that a less severe attitude now exists to- 
ward the church and religion. The fact is that under the new laws 
the church will apparently have a harder time than before. Great 
restrictions have been imposed on church activities and church holi- 
davs done away with. 

Ladies and gentlemen, neither Tito, the brilliantly uniformed Her- 
man. Goering of the Communists, nor his highly publicized 32 divi- 
sions—largely on paper—will help us at all in a war against the 
Soviets, unless the Yugoslav people, which means principally the 
Serb people, will be with us. 

Now, may I add this: In making this statement, I do not cast any 
reflections on the Croatian people or the Slov ene people. It:is just 
a matter of arithmetic. The Serbs compose say 7 or 8 million people, 
the Croatians, 3.5 to 4 million; the Slovenes, 1,500,000, and the Serbians 
are in the eastern part of the country which will be exposed to attack 
in case of war. Therefore, by numbers and by geographical position 
the Serbs are more important to us from a military point of view when 
we spee ak of Y ugoslavia. 

Why should they be with us, when, as they see it, our aid is given 
to maintain in power the man and his regime which has jailed one- 
third of the population, murdered hundreds of thousands of their 
relatives, neighbors and friends, confiscated their property, taxed 
them out of business into jail, destroyed their churches and done 
everything possible to discredit the men they revere and the traditions 
they hold sacred ¢ 

The way it looks to the Yugoslavs, we have maintained in power 
their enemies and persecutors. They know that without our aid Tito 
would have fallen long ago. They feel that the military supplies we 
sent Tito will enable him to keep them in slavery. Why should they 
fight for Tito or for us if it be to keep Tito in power? 

They know that the droughts reported as responsible for the low 
agricultural production in Yugoslavia were not at all the real rea- 
sons for that trouble. Every country has droughts—in my 20 years 
in Yugoslavia there were several bad droughts but the country main- 
tained itself. The real drought in Yugoslavia today is the lack of 
agricultural workers caused by the draft of the best men and also 
many women for the army and industry. 

It is the result of putting thousands of good hard-working peasants 
into cooperatives run by party workers knowing nothing about agri- 
culture and in which cooperatives the peasants have no interest; it is 
the fact that the peasants left on their own land see no object in 
growing more than they need because the state will take it away. 

Yugoslavia, which prior to World War IT expected large quantities 
of wheat, corn, pigs, horses, and so forth, now has practically no pigs. 
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That is because the Government, desperate for immediate cash, ex 
ported each year all the corn that could be gathered, leaving practi- 
cally nothing for feeding pigs. The peasants know these things and 
will not fight for anyone who will continue such practices. 

A few weeks ago a New York paper reported the arrival of a group 
of Yugoslav students to study our methods of agriculture. 

Ladies and gentlemen, the Yugoslav peasants are wonderful farm- 
ers. Over hundreds of years they have maintained the fertility of 
their soils. They need no advice from us. If we, in exchange for help 
to Tito, merely insist that he leave his peasants free to live and work 
as men, to produce what they want, and to sell it fairly on free mar- 
kets, Yugoslavia will have plenty to eat. 

Tito’s drive to build an industry in Yugoslavia, ostensibly to make 
the country independent of the need of importing machinery, is un- 
economical, but it has an important feature for the Communists. By 
taking large numbers of peasants from the farms, where they are 
hard to control, he herds them together in factory towns, where they 
are easier to communize and to control. 

Having failed in his drive for collective farms, he now is trying it 
a different way. He has reduced the number of acres a peasant can 
own to 10 hectares, about 25 acres. The excess, taken from the 
owners, will be put into a national pool, and used for the formation of 
what really will be government farms, but with the workers actually. 
slave laborers instead of free farmers. They will be government em- 
ployees and therefore dependent on the government—easier to com- 
munize. In my opinion this will fail too because the peasants, with 
no personal interest, will not work. 

With the above as general background I would like to discuss with 
you the value of the very large financial and material help we have 
given and what is more important, propose to give to Yugoslavia. 

We gave Yugoslavia through UNRRA about $450,000,000 in sup- 
plies. “Under the Russian general who was UNRRA’s Administrator 
for Yugoslavia probably one-third, as people from Belgrade report, 
of those supplies went right through Yugoslavia to Russia. They 
were transferred from railroad cars to Danube barges at Belgrade and 
shipped to Russia. The rest went largely to maintain Tito’s army 
and keep him in power. 

You know better than I, but probably we sent Tito under ECA and 
MSA a tidy amount of at least $550 million in cash and material. 
Possibly more by now, as he has been a master at using any news to 
call on us for help. I remember when a loan of a few million dollars 
to the Yugoslav Government was an event. Today small sums such 
as 20 or 30 million dollars hardly are mentioned. Tito has secured 
these big amounts largely because of our propaganda or his stating 
that his communism is different, in the same manner as some years 
ago people in this country referred as “agrarian reformers” to the 
Chinese Communists who kill our men in Korea today. 

The Soviets could have taken Yugoslavia at any time they 
wanted, either in 1948, when they expelled Tito from the Cominform, 
or today. But as realists they saw no reason in taking over an empty 
country. When we fill the country, the Soviets will take it, unless 
we give an unconditional statement to them that their entry into 
Yugoslavia means war—means our immediate entry into the war 
against them. 
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Tito and his Communists, all but the very youngest, learned their 
communism in Moscow. They are international Communists at heart, 
and in any coming war between the Soviets and the United States will 
be against us. The constant arrests of Cominform—pro-Moscow 
Communists—in Yugoslavia emphasize this danger to Tito, and will 
make it hard for him to be with us, even if he would want to, which 
I doubt 100 percent. 

The officer’s corps of the Yugoslav Army is probably made up today 
of 40 percent of Cominform Communists, 20 percent Tito men, and 
40 percent of opportunists, who have become party members and offi- 

cers purely and simply to get better food, clothing, and housing. 
They will jump, the opportunists, as the wind blows. 

An interesting sidelight on this matter of Cominform penetration 
is the fact that right after the 1948 omni of Yugoslavia from the 
Cominform, Tito’s chief of staff, Gen. Arsa Jovanovich, and Ivan 
Dapchevich, brother of his present chief ‘of staff, Gen. Pekeo Dapche- 
vich, who recently was in our country, were both arrested while try- 
ing to cross the frontier to Rumania to join the Soviets. Jovanovich 
was killed on the spot, while Dapchevich was arrested, and has not 
been heard from since. Communists say he has been liquidated. 

The Dapchevich brothers are Montenegrans, a hardy mountain race, 
given to blood feuds like our Hatfields and McCoys. Blood meant so 
much to them that if one Montenegran committed the unpardonable 
sin of taking the Moslem religion, and would be killed by another 
Montenegran, then a brother of the dead man, in spite of the latter’s 
change of religion. would seek out the murderer and at the appro- 
priate time avenge his brother’s death. Therefore, ladies and gentle- 
men, fantastic as it may seem, I will not be surprised at any time to 
hear that Peko Dapchevich has killed Tito—unless Tito realizes this 
situation in time and kills or has Dapchevich killed first. 

Although Tito and his colleagues have criticized Stalin since their 
break with him in 1948, their deeds have been strictly along the Soviet 
line. They have called for peace in Korea on Soviet terms, for 
turning over Asia to communism, and in general have backed the 
Soviets in deed. Thus they have a good basis for being welcomed 
back to Moscow when it suits Moscow’s plans. 

Remember that Tito has rendered two immense services to the 
Soviets, either one of which would entitle him to be received with open 
arms, genuinely, as a real Communist: 

By keeping up the apparent fight with Moscow, they enabled the 
eves of America to be diverted from China to Yugoslavia. This en- 
abled the sellout of China and the taking over of China, with its 450 
million traditional friends of America, to be accomplished by Stalin, 
or by the Soviets, and at a minimum of expense and pains. This gave 
the Soviets the springboard they wanted for the conquest of Asia, 
which was far more important than taking over Yugoslavia, a feat the 
Soviets could have done when they wished. 

2. By keeping up the idea that Tito’s communism is different from 
Soviet communism, Tito has received help from our country which 
has greatly weakened our moral prestige in the world. It is hard for 
oppressed people, and peoples living under the fear of Communist 
attack, to think we are anti-Communist, when we support Tito, one 
of the leading Communist personalities. This gives the Communists 
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the chance to make propaganda to the effect that we are not against 
communism, but merely against Russia as a rival for world control. 
In short it makes us out to be imperialists. I believe this has aided 
Tito with the British Labor Party and British Communists. Tito 
probably has weighed this well and hopes for much better relations 
with Britain if and when Bevan and his Labor Party may come to 
power. 

In my opinion, Tito can only lose with us, and can win only with the 
Soviets. Should he be on our side in a war we should lose, Tito nat- 
urally be through. Should he be with us and we win the war, he will 
then be thrown out by the Yugoslav people, for we can be sure they 
will fight only if guaranteed irrevocably by us that our victory mean 

freedom for them, 

He will, of course, be able to fly to Switzerland, or some other coun- 
try, where, it is almost certain, he and his colleagues have salted away 

part of the dollars we have poured into his hands. They would 
have been fools not to have made such arrangements. 

Looking at the situation from the point of view of a Yugoslav, 
especially that of a Serb, for the Serbs are the ones who will receive 
the first attacks along the northeast and east frontiers; 

Ladies and gentlemen, if you were Serbs, living in slavery under Tito, know- 
ing you would be a slave under the Soviets, why would you want to fight on 
either side to remain a slave? Why fight to remain a slave? Wouldn’t you insist 
that you be guaranteed freedom before you would do any fighting? You would 
know that Tito could not maintain guerrilla warfare because the people are 
against him. The Cominformists in his army would sabotage what they could. 
You would know resistance would evaporate and all United States equipment 
turned over to the Soviets within a few days from the start. So why not go 
home, and be ready to prove you had not fought the Soviets when questioned 
by the Soviet police when they would take over? 

The announcement in yesterday’s papers that Tito has abolished 
the rank of commissar in his army made nice reading to everybody 
who did not read on and see that the farmer commissars will now be 
vice commanders. In short Tito knows his army cannot be trusted, 
so why should we trust it? 

fhe Yugoslavs in their hearts are for us, in spite of all we have 
done. Remember we turned Milan Nedich over to Tito, we deserted 
Mihajlovic, and we betrayed them in general in World War II, that 
is the Serbs who were our constant allies. To get their support we 
must give them hope for the future, show them that we really are 
interested in them. We should reach them directly, never through 
British brokerage; this is important for there is a dislike of Britain in 
Serbia today hard to appreciate here. Churchill has played a large 
role in it. The reception accorded ‘Tito recently in London made the 
resentment or even the hatred toward the British more intense, which 
is natural. : 

We should insist that any aid we send Yugoslavia gets to the people, 
having the distribution supervised by Americans if necessary. We 
should insist that Tito stop his communization of the country, that he 
give the peasants their land, and let them work as freemen, free to 
worship God as they wish. As long as Tito needs our help to stay in 
power the least he can do is to listen to us and follow our advice. 

The ideal would be to stop all shipments of aid to Tito. I do not 
think this would bring the Russians into Yugoslavia as they have 
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enough to do properly to organize the approximately 5 million square 
miles of territory and 600 million population which has come under 
their influence since the end of World War II. They can afford to 
wait and use their rapidly growing gold reserves produced at a frac- 
tion of our fixed price for gold—to battle us economically all over the 
world. 

It seems to me that our one reason for sending Yugoslavia any aid 
is the fact that with no aid from us, Tito soon would go bankrupt, 
distress would follow in the country, and 1 or both of 2 revolts could 
take place: 

One staged by patriotic nationalists, who would have great difli- 
culty unless backed by someone outside the country like ourselves. 
They do not have the possibility for the organization necessary in the 
country under present circumstances. 

Or a revolt staged by the Yugoslav Cominformists. They would 
have a better chance, unless the peasants in the Army could suddenly 
take things into their own hands, and join a nationalist movement. 
The Cominformists have the organization, they have their men in 
positions from top to bottom in spite of all Tito does to stop them. 
Even though he has his concentration camps—with, as reported 80,000 
Cominformists in them, especially 1 on Dugi Otok—“Long Island”— 

. long island west of the Dalmatian Coast, they—that is the Comin- 
Sama s—have plenty of men outside the camps to take over if they 
should decide to do so, especially at a time of economic distress in the 
country. They could be sup plied easily by Russia through the satel- 
lite states of Hungary, Rumania, and Bulgaria, and in case of defeat 
would be able to flee into those countries to safety. Russia would not 
need to interfere officially in such a situation, as she does not in Korea 
today. And in case of success, the Cominformists could claim theirs 
to be an internal Yugoslav matter not subject to international control. 
Later they could make their arrangement to collaborate with the 
Soviets in some way as an associated country—or even a satellite, but 
I believe they would try to maintain some semblance of independence. 

Therefore, if we decide to aid Yugoslavia, our aid should be limited 
to food and supplies for the civilian population, administered if nec- 
essary with American control, to insure its being used properly. If 
for any reason we decide to send military aid it ‘should be limited to 
small arms, which would go into the hands of the ordinary soldiers— 
peasants. These later could use such arms in time of neal to help us. 

Airplanes, tanks, and heavy equipment should not be sent to Tito. 
It will merely prove to the people that we are determined to maintain 
Tito in power against the people’s wishes. And in case of a Soviet 
attack, would fall into Soviet hands from the start. 

What we need to do above everything else is to prove to the people 
of Yugpslavia, and this goes for other countries, too, that we are inter- 
ested in them. Show them that we love them. Remember what St. 
Paul said, in his 13th chapter of his First Epistle to the Corinthians: 

And though I bestow all my goods to feed the poor, and though I give my 


body to be burned [as our men are doing in Korea] and have not charity [love] 
it profiteth me nothing. 


We must show the people of Yugoslavia that they are neither for- 
gotten nor deserted. If we do that the future will be happier for 
them and for us, as we will need all possible help when our coming 
war with the Soviet starts. 
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Mr. Smiru. Mr. Vorys—— 

Mr. Vorys. It has been very interesting. I will defer to other 
members. 

Mr. Smiru. Mr. Hays—— 

Mr. Hays. Yes; it is an interesting statement, Mr. Smyth. 

I wonder, though, if we should not be ver y clear about the policy 
back of the aid program. It should be made clear to the world that 
the fact that we help Tito does not mean that we are sympathetic 
with his philosophy. 

Mr. Smytu. ‘The people all over the world do not see it that way. 

Mr. Hays. You would feel for example, in this situation that 
Franco should be aided, would you not? 

Mr. Smyru. I personally, as a man who has spent 24 years in 
Europe have always felt that Franco should have been aided. That 
has nothing to do with this. 

Mr. Hays. Would not those cases be parallel ? 

Mr. Smyru. No, sir. 

Mr. Hays. I agree we should take a good, Jong look at this; but, if 
we are convinced that it is in our interest to extend aid and to main- 
tain some relationship with Yugoslavia, we are entitled to say that 
it has nothing to do with ideology, any more than if we should aid 
Spain, which I favor, it does not make us Fascists. ‘That is my point. 
You can recognize cleavages that are based on common enemies with- 
out being congenial politically. 

I am inviting a comment on that because it seems to me that those 
are parallel situations and that we have to consider—I know you would 
agree with this, but America’s interest is the primary thing in this 
situation. 

I have not phrased my question very well, but I think you know 
what I am getting at. 

Mr. Smyru. You put it very well. I look at this purely and simply 
as an American. I did not wait to be drafted in World War I. I 
went into the first officers’ training camp at the Presidio of San Fran- 
cisco and got my commission. I went in as quickly as I could. I 
spent 24 years in Europe, and have a very warm feeling toward Yugo- 
slavia as a country where I made my living for 20 years and made 
many friends. However, my interest is America, and I look at every- 
thing from the point of view of is it good for us. I feel if it is good 
for us and we keep America strong then the rest of the world has a 
chance. 

If we go under, the whole world is sunk. 

As to Franco—I see some gentlemen are here in uniform and they 
probably know more about milit ary things than I do, although I did 
my bit. 

I look at Spain this way: The Pyrenees Mountains run across the 
northern frontier of Spain and divide Spain from France and make 
up an ideal defense barrier, Spain has great strategic value to us in 
that I believe we could hold Spain even if all the rest of Europe was 
overrun by oe. SE Then, again, the Spaniards are not 
Communists. So, from the standpomt of ideology and strategy, I 
have always ke that we should support Franco. 

Mr. Hays. But you certainly would agree that Franco is not demo- 
cratic in the sense that America is democratic »; and, therefore, we do 
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not have to agree with Franco to help him. That is my point. And 
in helping him we do not embrace his ideology. 

I do not know whether you would call it fascism or something else. 

Mr. Smyru. The point is that it would help America, 

Now, as to Yugoslavia, frankly I know most of Yugoslavia the way 
a policeman out here knows his beat. I was distributor for Yugo- 
slavia for Chrysler, Packard, Plymouth, and the French Renault cars, 
International trucks, Deere agricultural machinery, Caterpillar trac- 
tors, and Goodyear tires. 

For many years I was the only American in Yugoslavia who op- 
erated a business under his own name. Standard Oil had a few peo- 
people in these working for Yugoslavia Standard Oil, jointly owned 
by Socony-Vacuum and Standard Oil, but I was operating under 
my own name. 

I had good contacts with the military. I was agent for Curtiss- 
Wright, Sperry Gyroscope, Fairchild Aerial Camera, Bendix Avia- 
tion, and for a French company, La Bougie (“BG”), which was the 
licensee for one of the largest manufacturers of spark plugs in the 
world. 

You see, the eastern and northern part of Yugoslavia is very hard 
to defend. The Hungarian plain starts in Hungary and comes right 
down to the rivers right across from Belgrade. The Russian tanks 
will roll right across that plain to Belgrade the way the German 
tanks did in 1941. I was in the Yugoslav Army at that time as chauf- 
feur for the commander in chief of their field artillery. 

I do not think the Yugoslav Communists can defend Yugoslavia. 
If they had a mountain barrier along their northern and eastern 
frontiers which could help, then I would think differently and I would 
be all for them from the strategy point of view. 

They are ideologically against us. There is no difference between 
them and the Soviet Communists. It is very hard to convince a Con.- 
munist or anybody in the world that we are anti-Communist when 
we help Tito. You people must have a very high level of I. Q., being 
here in the United States Congress, so you people can understand 
that we are actually anti-Communist even if we have helped Com- 
munist countries. 

Mr. Fvurron. Did you say “We do” or “We do not”? 

Mr. Smyrtn. I said “You do.” I did not say “should” or “would.” 
T said “You do.” 

We therefore weaken our moral position when we help the Tito 
Communists. 

If for reasons of policy we do have to help them—and I have said 
in here there is the other side to the thing—TI would help them in the 
way that makes it get to thepeople. In the long run, who decides in 
any country? It is : the people in the end. A dictator can run things 
only for a while. I have great faith in the peasants over there. 

I have met them all over the place. I speak their language. I have 
drunk their wine and eaten their food, and I love them. 

Mr. Smirn. Mrs. Bolton? 

Mrs. Bouron. Thank you, Mr. Chairman. I am very deeply in- 
terested in what you have presented, Mr. Smyth. 

I wonder if there are ways by which one reaches just the people. 

Mr. Smyru. You just have to say to their government—“You need 
help and we want to help you, but it has to be done this way.’ 
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Mrs. Bouton. I see, thank you. 

Mr. Smyru. I do not think the Russians will come in now purely 
and simply because it does not suit their timetable. 

Mr. Smiru. Mrs. Kelly. 

Mrs. Ketuy. Thank you, Mr. Chairman. I want to thank you, Mr. 
Smyth, for your statement and taking time off to come before this 
committee to present your views. 

I have just one or two questions: If no aid is given to Tito—and you 
say that is the ideal—do you believe that, if ‘there is a revolt, Tito 
would accept aid from Malenkov, and do you think Malenkov would 
go in and help Tito? 

Mr. Smyru. I do not think he would do it openly. If we would 
unequivocably state that Russian aid and help there means world war 
111, then the Russians would not help them openly. The only reason 
they have not gone in now is that they have been afraid we would go 
in against them. 

Mrs. Ke.iy. Do you believe Tito is still friendly with Malenkov ? 

Mr. Smyru. I do. 

Mrs. Keiiy. Do you see any relationship at the present time between 
Marshal Tito’s visit to England and the recent statements of the Eng- 
lish Government on the desire to have a four-way conference ¢ 

Mr. Smyru. It could be. 

Do you want my idea of why the British wanted him up there? 

Mrs. Ketiy. Yes. 

Mr. Smyru. The British were the leading foreign power in the 
Balkans. They have been the leading power for years. A hundred 
years or so. A long time. 

Now, we are the leading foreign power in Greece and in Turkey. 
Incidentally, so that you do not think that I am just out here to knock 
ECA or the Marshall plan, I want to say that I believe that the han- 
dling of the ECA in Turkey has been excellent. I think in Greece it 
was very bad, but in Turkey we have gotten more value for our dollars, 
from all I hear, than from any country in the world. 

Mr. Peterman here, mentioned Germany. I believe he is absolutely 
right, that they have done extraordinarily well with their money. 
They are hard workers. The Turks have done well. 

I said in my opinion the ideal was that you stop all aid, but you can- 
not always in practical life adopt the ideal right off. 

Mrs. Kexiy. That is all, Mr. Chairman. 

Mr. Smirn. Mr. Fulton? 

Mr. Futon. Why is not your position that we are against all Com- 
munists everywhere, of whatever type and description ¢ 

Mr. Smytu. Well, I am. 

Mr. Furron. I understood you to say that possibly we might oper- 
ate through the Cominform Associates. 

Mr. Smytu. I did not. 

Mr. Futon. So if there were a revolution 

Mr. Smyru. I pointed that out as a danger. If we stop all aid, 
there is a possibility that one or two revolutions could start. There 
would be economic distress. 

Mr. Futon. The possibility then exists of a revolution if we shut 
off aid ? 


Mr. Smytu. That is true. 
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Mr. Furron. Do you think that is worth the risk to the United 
St ste s to take the chance of the type of revolution being for freedom 
rather than being for the Cominform ? 

Mr. Smyru. I think our moral position in the world would be 
strongest if we would stop all aid and just say that it is a Communist 
country and we are not helping any Communist country, that this is 
a battle between us and communism. 

Mr. Futon. It is of public record that in the program last year 
part of the aid to Yugoslavia went for jet planes. 

Mr. Smyru. I think that was ridiculous. 

Mr. Fuuron. I oppose strongly any future aid in the form of jet 
planes without United States supervision. 

Would you give aid to Yugoslavia for jet planes if we are unable 
to attach any conditions and simply turn the equipment over to them 
so that they can use it as they want without any supervision or direc- 
tion by us? 

Mr. Smyru. Here is what I said: “Airplanes, tanks, and heavy 
equipment should not be sent to Tito.” 

Mr. Furton. Would you a ich any condition on any aid to Yugo- 
slavia—which I tried to do 3 years ago—to settle the Trieste question, 
to return Greek war orphans, ae ase politi ical prisoners, release church 
and clerical prisoners, and establish freedom of religion, ete. ? 

Mr. Smytu. I would, absolutely. 

Mr. Fuurom. I believe that kind of amendment should be attached 
to the Yugoslav aid program this year. 

Mr. Smyru. I certainly would be for it. 

Mr. Futton. Do you know of the recent Mutual Security pact be- 
tween Yugoslavia, Turkey, and Greece / 

Mr. Smytu. Yes. 

Mr. Fuuron. Do you think the same condition should be put on 
aid to Yugoslavia as to military inspec tions, training groups, advisory 
groups, such as we are doing with Turkey and Greec ef 

Mr. Smytu. Certainly. I have said in my statement that our aid 
should be more under our control. 

Mr. Futon. Why do you think that Tito will not let us inspect 
any of the equipment we deliver him nor inspect the programs we 
instituted in Yugoslavia for his aid? 

Mr. Smyru. Purely and simply because he does not want us to know 
about it. It was just part of his whole blackmail program. If he 
would let our people get in and see more of that, I think our people 
would realize better how bad his situation is. 

Mr. Furton. Thank you. That is all. 

Mr. Smyru. I am with you 100 percent. 

Mr. Suirn. Mr. Javits? 

Mr. Javirs. Mr. Smyth, if you should be wrong and the policy of 
our Government right, and it should appear that Tito as a matter 
of fact has parted company with Moscow, would you consider that 
an extremely important benefit to the free world ? 

Mr. Smuyru. If he would come out and renounce all communism 
and turn it into a free country: Freedom of religion, give the land 
hack to the peasants and have free voting—not as they have by their 
new constitution—this new constitution is ridiculous. 

The stuff reads nicely in the papers, but the only people who can 
nominate candidates for office are designated Communist organiza- 
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tions. Nobody can put up any opposition candidates on his own. 
They write things that sound nice in the papers. I read these things 
in the original form and talk to Yugoslavs who can explain things 
I might not know. 

Mr. Javirs. Do you think it is possible to get the satellites to break 
away from the Soviet bloc? Do you think it is to our interest? 

Mr. Smyru. It is to our interest to get anybody away from the 
Soviet blocs. I base my opinion on 33 years of contact with Yugo- 
slavs and from time to time I meet Yugoslav Communists, I will 
say that I practically never see them the second time because when 
they report the next day that they were with Symth, they get orders 
not to see Smyth. 

Mr. Javirs. The nub of your position is that you just do not believe 
them. You just do not believe their protestations or anything they 
are doing ? 

Mr. Smytu. Not a bit. 

Mr. Javirs. Thank you very much. 

Mr. Smrru. Mr. Bentley? 

Mr. Benriey. Mr. Smyth, that is a very interesting statement. 

Am I correct in believing that you have not been in Yugoslavia 
since 1941? 

Mr. Sayru. No, sir. 

Mr. Bentixy. Do you here in the States, have much contact with 
anti-Tito- Yugoslav groups? 

Mr. Smyru. I do. I also read Tito’s own papers published in 
Belgrade. I get those from time to time. 

Mr. Bentiey. I just wondered in some of this information you have 
contained your statement, that it might have been furnished by some 
of these groups. 

Mr. Smyru. The information in my statement is based on the result 
of talking—and naturally, I read the papers. Certain friends of mine 
get the Y ugoslav paper from Prague. There is another one in Mos- 
cow and sometimes I see the ones from Belgrade. The party paper 
and the former leading paper of Yugoslavia which you could call 
the leading nonparty paper today are available in our libraries. 

[ read those things. 1 talk to whoever I can. Sometimes, as I say, 
I will talk to a Communist directly; sometimes I hear what some- 
body else has said who has been talking to one, but this is based on 
the best information I can get from all sources available to me. 

Mr. Bentiey. Now, do you believe that the June 1948 break was 
genuine / 

Mr. Smytnu. As I stated in here, the June 1948 break came because 
of the fact that Stalin—this is just my opinion—thought that Tito was 
getting a little bit too big for his shoes. You see, Stalin always in- 
sisted that the people under him, leading his satellites, and everybody 
under him, would just do what he wanted. He would say, “We want 
this done,” and you'd say, “It will be done.” 

A very important thing for the Soviets would be to get across Yugo- 
slavian-Macedonia, to have their contact between Bulgaria and 
Albania. 

You know they control Albania today. 

One of the best-informed men I have met said that at that time 
(1948) Stalin wanted to make a deal to get a strip across Yugoslav- 
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Macedonia in exchange for some of Austria, in which there is quite 
a Slovene or Yugoslav population. 

Tito was against that. So Stalin wanted to have a man who would 
do exactly what he wanted. 

Then again about that time, or prior to that, a year or so before, 
Tito apparently had been cuddling up to Gorgi Demetrov, head Com- 
munist in Bulgaria and the former secretary general in the Comin- 
form until it was dissolved in 1948. 

One of the last things that Stalin wanted was to have the Bulgars 
and the Serbs get together and make a powerful Yugoslav state of 
Bulgarians and the Serbians.. Demetrov was invited to Moscow and 
died a natural death up there as many other people have. 

Tito did not go there so he is still living. 

I think that was the reason for the break. He wanted to get rid 
of Tito. As I stated in here, the three former secretaries general of 
the Yugoslav Communist Party all went to Moscow and died. 

Tito did not want to break with Moscow. 

Zdanoff was head of the Cominform then. He was running it 
when they put Tito out. Zdanoff went back to Moscow and a few years 
later he died—also it may have been a natural death, but he died. 

Malenkov, the man who nominated Tito to be Secretary-General of 
the Yugoslav Communist Party in 1937—and Tito was put in there by 
the Cominform—Malenkov today is the No. 1 man in Russia. 

It is a very good connection, there. 

Mr. Bentiey. I have two more brief questions and we have other 
people to hear. 

What do you know of Yugoslavia since the June 1948 break? Has 
Tito retreated ideologically from the Soviet position ? 

Mr. Smytu. I would say not in the least bit. All you have to do is 
read Tito’s writings. People in the rest of the world did not believe 
Adolf Hitler when they read Mein Kampf. All they had to do was 
read it and it was there, his whole plan. 

Everything Stalin did was in his book, but people do not want to 
read those things. Tito has constantly said, “I am a Communist, but 
I am a better Communist than the Soviets.” 

However, everything he has done has been right down the Moscow 
line. 

Mr. Bentiey. Do you know of any organized non-Communist re- 
sistance inside Yugoslavia ? 

Mr. Smytu. There certainly is. 

Mr. Bentiey. Are you assuming there is or do you know about 
it? 

Mr. Smyru. I know something about those things and this is not 
the _ in a public meeting to talk about them. 

Mr. Bentiey. I am just asking you, yes or no? 

Mr. Smytu. If you people would like to hear my idea about what 
we should do, please invite me toa closed hearing. My name is Smyth 
and I am sorry to say that a very fine gentleman, a professor at 
Princeton University prepared a beautiful report on the atomic bomb 
and it was available to the whole world. We spent billions of dollars 
to develop the atomic bomb, then we put out the report and the Soviets 
could come along and for $10 or $20 buy it. 

I do not want to be the second Smyth who gets his name on some- 
thing like that. 
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Mr. Benriey. I have enjoyed your statement. Many of your facts 
have been corroborated by our mutual friend, Mr. Arthur Bliss Lane. 
Mr. Smrrn. Mr. Griswold, please. 


STATEMENT OF LAWRENCE GRISWOLD, EDITOR, PUBLISHER OF 
BACKGROUND FOR TOMORROW (FIELD OF FOREIGN AFFAIRS) 


Mr. Smirx. Will you give your name and your occupation and 
address for the record, Mr. Griswold ? 

Mr. Griswotp. Mr. Chairman, ladies, and gentlemen of the Foreign 
Affairs Committee, my name is Lawrence Griswold. I am the editor 
and publisher of Background for Tomorrow, a weekly subscription 
service of forecasts and analyses in the field of foreign affairs, with 
offices here in Washington. 

At several times during the past quarter century, I have visited 
and lived in the Middle East. During 1948-49, I was an observer with 
the Iraq Army in Palestine and afterward an observer with the Arab 
Legion. 

During this period, as well as after the truces, I spent several weeks 
in the investigation of refugee camps with a view toward making a 
documentary film of them for the International Red Cross. 

In 1951 I spent another 2 months in Syria, Egypt, Jordan, and 
Lebanon and again visited the refugee camps. Deterioration in 
morale was marked. 

I should say at this point an Arab is not a Communist and could 
not be an Arab and a good Communist together. The Arabs as a 
usual thing believe that communism is completely unacceptable, as 
being both godless and antihuman. 

Communism, which was unknown in 1949, was rampant in 1951. 
The Arab refugees were hostile and belligerent instead of bewildered 
and pathetic. They appeared frustrated to the point of exasperation 
and their minds were made up that the United States was responsible 
for their position. 

I must admit that I am in full agreement with them. And for this 
reason, I am convinced that before the United States can again deal 
amicably and successfully with any Arab nation, the dilemma of the 
Arab refugees must be solved. 

Moreover, in order to benefit from any solution, the United States 
must provide it, implement it, and accomplish it. Otherwise it will 
be time and money wasted. The Arabs are not angry at the United 
Nations, but the United States. 

Fortunately, there is a solution. It is neither cheap nor simple. 
It must involve the cooperation of one or more Arab States. How- 
ever, after careful investigation, I am convinced it can be done. 

The plan proposes the use of Arab refugee in the rehabilitation of 
the ancient irrigation system of Iraq, and in the construction of the 
dams at Behkme and Yusuf Pasha in Iraq and Syria respectively. 

The irrigation canals of Iraq date back to the fourth millenium 
before the Christian Era. Utilizing the fact that the bed of the 
Euphrates river is approximately 35 feet higher than that of the 
Tigris, and taking advantage of the roughly parallel course of both 
great rivers, the early inhabitants of Al Iraq—the land between the 
rivers—simply connected the two water courses by ditches and farmed 
the land made fertile along the banks of the canals. 
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Thus the waters from the Euphrates River flowed through the irri. 
gation system into the Tigris which became a drain. When the Tigris 
was in flood, catch basins held the overflow until the summer heat 
evaporated it. 

Due to this agriculture, Iraq was known as the eastern extremit) 
of the Fertile Crescent, that great arch of vegetation which arose 
Palestine, curved across the Jezir ah of Syria and finally descended 
between the twin rivers to the Persian Gulf. 

In the times of the Abbasid Caliphate, Iraq was said to have co 
tained a ae ution ranging in estimates betwen the figures of 16 mil- 
lion and 25 million. When the Mongol hordes of Hulaku Khan and 
those later scourges of Tamerlane and the Ottoman Turks destroyed 
and redestroyed the canals in the 13th, 14th, and 16th centuries, Iraq 
became a vast desert and its population declined to about a tenth of 
the former figures. 

Nowadays, it contains somewhat under 5 million inhabitants, 
Baghdad, alone, has an excess over 1 million. 

The difference lies in the ability of the land to feed its people. If 
the canals were again opened, a job which has already been plotied 
during the British mandate, I ‘aq could absorb many times the number 
of refugees now driven out of their homes in Palestine. The projected 
Bekhme Dam, near Mosul, underscores this optimism. 

In Syria, there are two lesser projects. The Yusuf Pasha Dai 
along the upper Euphrates, east of the Jezirah, and the Ghorb drain 
age project in west central Syria. Syrian authorities estimate that 
200,000 refugees could be employed in the work of dam construction 
and drainage work and could afterward be settled on the land re- 
claimed. 

The major portion of the refugees would, however, find a more prac- 
tical haven in Iraq. Waves of convoys from the refugee camps wil! 
have to be organized so that as one area is reclaimed ‘and re eady for 
settlement, another will be prepared, by the construction of housing. 
barracks, commissaries, and so forth, for the next wave, each of which 
should be the maximum number practicable. 

Within 18 months from the first resettlement wave, 2 waves should 
be on the ground, 1 farming the revived soil and the second working 
on the canals. A third wave should be in the process of selection at 
some predetermined staging area in Jordan, or Syria. 

The project could be outlined, more or less, as follows: 

(a) This committee could appoint a commission to go to Traq and 
Syria for the purpose of informal conversations with the Ir: aqi Parlia- 
ment and a Syrian commission appointed by that Government. The 
purpose would be to explore the technique of resettlement and to gain 
the greatest cooperation possible from these Arab bodies, for ex: imple, 
trucks, carpenters and lumber, commissary supplies. and so forth. 

(6b) A commission comprisittg Americans and members of host 
nations should explore the different refugee camps to drain off points 
of greatest tension by selecting such camps for the first wave. 

(c) A staging area should be provided for the organization of con- 
voys. This must be guarded since the Arab refugees are largely 
contaminated by Communist doctrines and it will be the responsibility 
of the resettlement commission to prevent this from spreading to the 
nationals of the host countries. 
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(d) Working with each nation—Iraq and Syria—engineering par- 
ties should partition the areas in Iraq to be reclaimed as well as those 
in Syria, which shall be allotted to the natives of the host country. 

By this, I mean to say that each host country should have some area 
of the reclaimed land allotted to its own citizens for exploitation. 

It should be noted at this time that in the Middle East, all land be- 
longs to someone, and that even the most desolate areas are gener ally 
portioned out among the tribes in hereditary grants and. grazing. 
rights. 

“These r ights must be honored and perhaps the most simple solution 
is to allot a certain percentage of reclaimed land to each government 
for distribution to its owners. 

(e) When the above preliminaries are disposed of, quarters for the 
first wave must be erected and made ready. These people will prob- 
ably arrive without necessary furniture or cooking equipment or even 
adequate clothing, although the staging area should be equipped to 
issue rations of much higher « aloric content than those issued in the 

amps, as well as such clethiony as will be needed by the worker and 
his family who will accompany him. 

Finally, when the arrangements are complete, truck convoys 
will collect the first groups, estimated at a minimum of 10,000 monthly, 
transport them across the Great Syrian Desert to designated work 
camps on the land to be reclaimed. 

(y) According to my information, there is already money ear- 
marked for such resettlement, amounting to about $250 million. This 
should be adequate for the projects noted above. Estimates for the 
rehabilitation of the Iraq irrigation system range from $100 million 
to $150 million. The Syrian Yusuf Pash and Ghorb projects range 
between 60 million and 75 million. At the most, then, $225 million 
would be expended upon the work and materials of the projects, leav- 
ing $25 million, for administration, and other expenses. 

The end products should be of tremendous advantage to everyone. 
Iraq would be an exporter of food in an area where chronic shortages 
exist. Even the climate of Iraq would be improved. Power would 
be more plentiful and cheaper. 

The same advantages would accrue to Syria. 

For the United States they would be prepared for renewed amity 
with the people of the most vitally strategic area on earh, and the most 
imporant obstacle to an agreement on a Middle East defense pact 
would have been removed. 

And, so far as communism is concerned in the Middle East, the above 
plan could halt it in its tracks. 

I think that covers the broad skeleton of the solution I suggest and 
I would be very happy to answer any questions. 

Mr. Smirn. Mr. Vorys, any questions? 

Mr. Vorys. I defer to the specialists in this area 

Mrs. Bouron. Yours has been a very interesting presentation, Mr. 
Griswold. 

What is the attitude of the people in Iran? 

Mr. Griswoip. I think there is great resistance to be overcome. 
However, this resistance is predicated upon two assumptions, first that 
the wave of migration coming into Iraq from Palestine would remove 
employment possibilities from people already on the ground. 
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Secondly it would mean an intrusion of American capital into the 
political structure of Iraq. 

There is a third factor that Iraq might be accused by her fellow 
Arab countries of breaking down an argument which now is being used 
as a lever in the United Nations and other places. 

However, in view of the present developing circumstances in the 
Arab refugee camps, these arguments are no longer quite valid. 

I have talked as early as 1948, with the Iraqi Government concern- 
ing such transplantation of refugees. I have talked with the then 
Prime Minister Nuri Es Said and the Minister of Interior of Iraq. 

Both of these gentlemen replied first that the Iraqi citizenry would 
object to having their lands utilized by people who had no claim to 
them, secondly Iraq could not be in the position of redressing an evil 
which had been created by the United States. 

They thought the United Nations or the United States would have 
to first eliminate Israel as a political entity before anything could 
be done. 

It became apparent that the ultimate business of changing political 
frontiers was something they intended to argue upon, but if the 
way was prepared for them to take these refugees on a basis of 
temporary settlement that they could accept a limited number of 
people. 

Secondly, they felt they could explain to their people through the 
press what they were up to and this might prevent possible resentment. 

Finally, both Governments admitted that all that was requisite 
was an overbearing necessity which they could explain, especially 
when coupled with permanent benefit to the people of their own 
countries. 

In such case, Iraq would benefit permanently; even the immigra- 
tion might be of permanent benefit. 

Mrs. Bourton. We have had testimony given here that Iraq would 
not consider anything of the kind until some 20,000 of her people 
had been given adequate jobs and through those jobs settled into 
adequate homes and so on. 

That looks like a pretty high wall to climb over. 

Mr. Grisworp. Iraq has been going ahead on this same work I have 
been suggesting and about 6 months ago Iraq offered to the unem- 
ployed of Bagdad some 44,000 homesteads. A great many of these 
were taken up but not by the people of Bagdad. 

They were taken up by others in the rural communities. 

The population of Bagdad doubled during the war. People came 
there because of the necessity for labor of all kinds and the tremendous 
use of Iraq as a channel in lend-lease. When the war was over, those 
people were stranded in Bagdad. That was not necessarily a hard- 
ship to people living on marginal standards of living anyway. The 
Arab is a very generous person. The average Arab goes forth in the 
morning with one pocket completely dedicated to funds which he in- 
tends to distribute to beggars during the day. So after some experi- 
ences with that, most of the people stranded in Bagdad found it was 
easier to beg than to go back to their marginal existence and their 
sterile farms. 

They stayed there. These people are practically unemployable. 
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Mrs. Bouton. In the matter of the actual engineers, and so forth, 
how much do you feel is necessary in the way of time and money 
to be spent in the engineering project ? 

Mr. Griswowp. I think that work has all been done and is complete. 

Mrs. Bouron. I wondered if you felt that because as I remember 
from some testimony we have had, those engineering plans were only 
now being taken up and actually: used, that they were still making 
the engineering drawings, and so forth, : and so on. 

Mr. Griswoip. The British spent 13 years completing the reorgan- 
ization of the Iraq irrigation system. 

Sir William Willcoks was in charge of the first commission there 
and he started work on the system in 1923 and only concluded it in 
1935. 

Mrs. Bouron. That is very helpful, I think. 

You feel it would not be an insuperable problem ¢ 

Mr. Griswotp. I feel it would not be insuperable with this qualifi- 
cation, that if it were done efficiently, tactfully, and in a diplomatic 
manner so as to enlist the cooperation of the governments involved, 
rather than to allow them to feel that anything were being imposed 
either upon them or the refugees. 

Mrs. Bouron. Nobody would want to do that anyway. 

Mr. Griswo1p. It is a question of presentation. If they are allowed 
to fall into a blunder, they are likely to exploit it. 

Mrs. Bourton. Thank you. 

Mr. Smiru. Mr. Javits 

Mr. Javits. Have you presented your plan to anyone? 

Mr. Grisworp. I have not presented this plan as yet. 

Mr. Javits. I believe it should be presented, Mr. C ‘hairman, and per- 
haps Mrs. Bolton and I will submit it, if you will join me. 

From what I can gather, you must be rather critical of this group, 
UNWRA. 

They do not seem to have made much progress and yet you feel 
progress is very much possible? 

Mr. Grisworp. I do not find myself in a position to be critical of 
efforts of which I am not aware. I am not aware that UNWRA has 
made such nee to Ir nd. I know it is quite possible that what- 
ever was done by the United Nations might have been done on a basis 
of lower-level discussions, between representatives of UNWRA in the 
Middle East, and the appropriate governments. I do not know what 
the United Nations may have done on a higher level nor what repre- 
sentations may have been made in the top echelon of government. 

I believe, however, that this subject is not a new one and that every 
government is thoroughly aware of the possibilities involved in the 
problem of resettlement of Palestinian peti 

Mrs. Borron. What about the use of the word “resettlement” as 
against “labor battalions” or something ? 

Mr. Grisworp. I think resettlement is a poor word. 

Mrs. Boutron. A labor battalion might be acceptable, 

Mr. Smit. Mr. Griswold has presented this plan to Mrs. Bolton’s 
subcommittee. 

Mr. Javirs. We will pick it up and see that it gets to the United 
Nations people. 
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Mr. Smirn. I want to say for the record that we are grateful to you, 
Mr. Griswold, because I think this is the first time we have had a 
positive Ee suggested. 

We have been fiddling around and muffing the ball and I think 
you have given us something to put our teeth into and we can follow 
through on this and we ver y likely would want to hear from you again. 

Mrs. Borron. You said if they could get it across to their people 
through the press. 

Are they not very literate? 

Mr. Grisworp. The people who will make the moves will be tribal 
chieftans who are literate. 

Mr. Smiru. Thank you very much, Mr. Griswold. 

Major Long. 


STATEMENT OF HAMILTON A. LONG, NEW YORK, N. Y. 


Mr. Lone. My name is Hamilton A. Long; my address, 4 West 43d 
Street, New York City. I speak as an individual citizen, not for any 
group or organization; am a member of the Bar of the State of New 
York; served in world War IT as a major, Combat Intelligence, Air 
Force, with long-range fighters which escorted big bombers in Europe; 
and T am widely known as an anti-Communist who for years has been 
vigorously opposing the Communist conspiracy and communism and 
all that the Kremlin stands for. Further identification will be given 
at the end of this statement. 

[ am grateful for the privilege of presenting to the Congress, 
through this Committee on Foreign Affairs, some facts regarding 
vital aspects of foreign policy—and some underlying military fac- 
tors—which have been neglected to the peril of our country. It is high 
time that the truth be told so all can comprehend its significance ; that 
the people, and their leaders in and out of Congress, face the facts— 
the grimmer the facts be, the greater the need to face them. 

The limited time permitted me on this occasion requires that I deal 
with my subject only in part and in a sketchy fashion; but I hope the 
result will be an increased interest and serious consideration of appro- 
priate corrective action. 


AIR-DEFENSE BANKRUPTCY 


The island burned. The very earth—the miles-long island itself— 
disappeared in flames. Such is the eye-witness report of some who 
saw the 1952 test, at Eniwetok, of the preliminary hydrogen-bomb 
device. The implications for humanity are hideous, especially when 
one considers that this was merely a sample of what the hydrogen 
bomb’s full development will reveal in destructive power. One dra- 
matic fact involved is the role played by the atomic bomb—as merely 
the trigger for the hydrogen bomb. Catastrophic destruction is the 
aim and prospect—once fully developed—if ever used. 

Russia has developed the atom bomb, our experts assure us. There 
is no reason to assume that, working with German scientists and tech- 
nicians, Russia is not equal with the United States in hydrogen-bomb 
development. The most fatal and inexcusable mistake, we must never 
forget, is to underrate the potential enemy. 
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Russia may even be ahead of us in this connection—as in other 
known instances regarding key military developments such as our 
Air Force high-altitude interceptor fighter aircraft. In addition, 
Russia’s bombers are cone ededly capable of making effective bombing 
attacks on the United States. 

This is true, of course, only in the absence of an effective air-defense 
system for North America—throughout Alaska and Canada pri- 
marily, as well as in the United States. We now lack such a system, 
our military leaders assure us; and, startlingly enough, they claim 
they cannot create any such effective system of air defense. 

The military heads of our Defense Department, including the Air 
Force, have in effect abandoned the United States to substantial help- 
lessness against Russia’s bombers. They officially proclaim that they 
do not plan, or expect to be able to plan, to give our country effective 
air defense. It is now, and has been for years, their set policy that 
under no circumstances can they expect to stop more than 3 out of 10 
Russian bombers attacking the United States. Let’s face the harsh 
truth : 30 percent air defense is no real air defense. 

I say “abandoned” advisedly. It is indeed abandonment to leave the 
United States wide open to devastation by 7 out of 10 Russian bomb- 
ers—70 out of 100, or 700 out of 1,000. One huge initial attack, or a 
series of smaller ones, scoring 70 percent suc cessful target hits, could 
be catastrophic—even fatal—in war; even with ordinary bombs, far 
more so with atomic or hydrogen bombs. 

Consider the situation after such attacks: first on our main air- 
fields—clearing the skies over North America of our own defense air- 
craft; next on our atomic-hydrogen weapons centers and other muni- 
tions sources ; then on cities and so on—at the Kremlin’s pleasure. Or 
on all at once; 7-out-of-10 success. Our military efforts would be 
paralyzed quickly. This is the meaning of no adequate air defense. 

I hold in my hand one of the latest pronouncements of this 30 per- 
cent maximum limit on air-defense planning. This is a Department 
of Defense, Office of Public Information, release (No. 113-53) dated 
February 12, 1953—giving the text of an address to be delivered by 
Lt. Gen. Thomas D. White, Deputy Cihef of Operations, United 
States Air Force. On page 4 of this release, it reiterates the long 
publicized Air Force policy in these words: 

A well-trained, well-equipped air defense force might, under favorable con- 
ditions, destroy as much as 30 percent of an attacking force before it reaches 
its target. Ordinarily we would expect our air defense force to be considerably 
less effective. For this reason we can reasonably count on an air defense force 
to do no more than take the keen edge from an enemy attack. 

From General Vandenberg on down in the Air Force, and from 
General Bradley on down in the entire Defense Department, all mili- 
tary officials who have been guilty of establishing and maintaining 
this disastrously defeatist policy over the years are guilty of offering 
a plea of bankruptcy militarily—guilty of air- defense bankruptcy. 
Listen to this other sample pronouncement which I hold in my hand— 
a Defense Department (civil defense) “Fact Sheet” (GPO 83-37025) 
issued in 1952 and headed: “The United States Mainland Can Be At- 
tacked,” saying in part: 

The United States presents a very attractive target to an enemy * * * (de- 
scribes some key industrial targets) * * *. No military defense is equal to pro- 
tection of our mainland from attack by the weapons and vehicles of modern 
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warfare. The Joint Chiefs of Staff, the Air Force Chief of Staff, and the Secretary 
of Defense are agreed that even if we had many more interceptor planes and anti- 
aircraft guns and a radar screen that blanketed all approaches to our bound- 
aries, we could not stop a determined enemy mass air attack. At least 70 per- 
cent of the bombing planes could get through to drop their bombs on target. 

What “target”? Main airfields, atomic and hydrogen bomb plants 
and other principal arms-producing centers, various cities and so on— 
millions of human beings, men and women and children, killed or 
maimed in perhaps the initial mass-bombing attack; hospitals and 
churches and schools wiped out; and so on. 

Catastrophic devastation. That is what that little six-letter word 
“target” means, coldly stated. All at the pleasure of the Kremlin, 
until we capitulate—lacking adequate air defense. Even if using 
ordinary bombs—far worse with atomic and hydrogen bombs. This 
is the meaning of air-defense bankruptcy. 

In a third official release, which I hold in my hand, dated August 
7, 1952 (GPO 83-8693), issued jointly by Air Force Secretary Fin- 
letter and Federal Civil Defense Administrator Caldwell, it says: 

Fact No. 1: Soviet Russia already possesses a long-range air force capable 
of launching a highly destructive and possibly devastating atomic attack against 
the vital communities of this Nation. That force already includes many 
TU-4’s—long-range bombers adapted from our B-29 and B—50 designs. It is a 
reasonable assumption that 400 or more of these heavy bombers could be con- 
centrated in an initial attack against this Nation. 

This means that our top defense authorities estimate that 280 Rus- 
sian bombers out of even the stated 400 (7 out of 10) would certainly 
succeed in this initial, or first, attack; and there is every reason to 
assume Russia has many more bombers. This release then continues 
by stating that Russia’s air force is getting steadily bigger and that 
we are powerless to create an adequate air defense: 

Fact No. 3: The existing and prospective military resources available or 
likely to be available for our air defense are insufficient by themselves for 
adequate air defense. 

This spells air defense bankruptcy, officially proclaimed. More of 
the same could be presented—such pronouncements over the years by 
top Air Force officials—but would be redundant. 

This means our defense officials are in effect inviting a supercolossal 
“Pearl Harbor” which would make December 7, 1941, look like a Sun- 
day-school picnic by comparison. It could conceivably turn the 
United States quickly into Russia’s captive and vassal, which would 
be the end of all American values, the end of our very civilization 
itself with all Americans slaves of the Kremlin—at least those “spared” 
for this evil end. 

These public servants, our defense trustees, are thus seen to be de- 
faulting trustees when one considers this demonstrable fact: Air-de- 
fense techniques do exist—have existed for years—by effective use of 
which the United States could have been provided with a now rea- 
sonably adequate air defense—relative security—against Russia’s 
bombers. I shall refer specifically to these defense techniques again. 

We are forced to assume, moreover, What we have good reason to 
accept as a fact—that Russia has made such effective use of these 
techniques that she can stop cold our attacking bombers. It must 
never be forgotten that it is a basic precept of military science not 
to underestimate the potential enemy, 





MUTUAL SECURITY ACT EXTENSION 997 


This plea of air-defense bankruptcy by our military leaders is there- 
fore seen to place the United States in this incredible, this insuffer- 
able and calamitous, position. Our military leaders admit we are not 
prepared to stop Russia’s bombers and they claim that we cannot 
expect to do so no matter what we do, yet we are forced, at the same 
time, to concede the fact that Russia can undoubtedly stop our bomb- 
ers through using the very technique which are available to us also— 
some of which we invented or pioneered in World War II, all of which 
were available to us then and since. The self-contradiction inherent 
in this proposition is self-evident. 

The answer: We can and must create quickly an adequate air de- 
fense for the United States, for North America. 

What punishment would suffice? 

Suppose Russia’s bombing attacks should start tomorrow morning— 
against key airfields, munitions (atomic and otherwise) centers, cities, 
and soon. Seventy percent successful—say 700 bombers hitting tar- 
gets out of 1,000 in the first attack (bomber missions of this size were 
frequent in World War II). Catastrophic results—with millions of 
human beings probably dead or horribly injured. No air defense left. 
The United States utterly helpless in the face of further attacks. 

This would reveal the enormity of the crime of these defaulting de- 
fense trustees, in not providing—not even trying to provide—adequate 
air defense in Alaska, Canada, and the United States. (Canada’s co- 
operation in creating such an air defense is assumed.) Would not the 
aggrieved citizenry then demand immediate trials of the responsible 
military leaders—for gross neglect of primary duty, for criminal 
negligence ? 

In view of their having been given virtually a blank check in recent 
years for national defense, would the people think it to be unjust to 
find them guilty, followed by death sentences and the defendants’ ex- 
ecution as retribution? But how futile the deaths of the guilty officials 
would be. How impossible to benefit the then victimized American 
people, faced with merciless bombings and slavery, at the Kremlin’s 
pleasure. This is no nightmare babbling but the real prospect, lacking 
adequate air defense—subject only to the Kremlin’s whim. What pun- 
ishment would, indeed, suffice ? 


THE MILITARY FACTS 


(1) The United States can have an adequate air defense. 

(2) Russia can stop our bombers cold. 

Effective air defense of the United States, Alaska, and Canada—all 
North America—involves nothing secret or mysterious which people 
of ordinary experience and commonsense cannot comprehend readily. 
On the contrary, it involves only reasonably effective use of known air- 
defense techniques which were developed in World War IT, were 
widely publicized then and later fully explained in technical publica- 
tions in the main, and have since been perfected adequately for this 
purpose. The pretense of our Air Force leaders that a layman cannot 
understand the mysteries of their techniques is sheer fakery, a coverup 
tactic. 

Their cries of “secret” block not the Kremlin’s knowing but dis- 
covery of their inadequacy by Congress and the American people. 
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There is no valid military reason to assume that, for any Russo- 
American war, it is not possible now to create an air-defense setup 
in North America which would be effective in stopping Russia’s bomb 
ers so as to give the United States relative security—stopping all but 
an occasional lone “sneak” bomber perhaps. 

Southern Canada could be made virtually as secure, though a little 
nearer to Russia. There is every reason to believe, and every com 
pulsion in military strategy to assume, that Russia now has such an 
adequate air defense which we could match on our side of the Arctic. 
This leads to the reasonable, and I believe inescapable and sound, con 
clusion that our bombers cannot make “effective delivery” against 
targets in Russia. 

This result would be a real deterrent to war: the fact that bombers 
of either side would face virtually certain doom if sent on unescorted 
missions by either country against the other—Russia or the United 
States. 

THE BIG BOMBER HOAX 


[ hold in my hand a copy of the magazine The Freeman, issue of 
March 26, 1951, presenting my artic le: “The B-36 Is a Tanker.” it 
discusses Line and publicly known military facts—nothing secret, 
nothing “ec Jassified”—which support the foregoing conc lusions about 
the feasibility of adequate air defense for the United States, as well 
as for Russia, against unescorted enemy bombers. I ask that this 
article be made a part of the record, as a supplement to my statement. 

The facts I presented in this 1951 article—perforce a very brief 
one—pertained especially to the B-36 ; but these facts apply equally to 
any and every big bomber flying unescorted missions against Russia, 
or against the United States. 

Such unescorted bombers would be as helpless as “sitting ducks” if 
attacked by swarms of rocket-armed interceptors over long distances, 
would in fact prove to be flying coffins for their crews, in the face of 
reasonably adequate air defense in air war between Russia and the 
United States—with such-few exceptions as to leave the controlling 
conclusion unaffected. The air-defense techniques involved include, 
in part: 

(a) Effective air-attack warning, by radar and also by sight in 
daylight—especially effective in the Arctic in summer: 

(6) Ample postwarning time for adequate defense operations, due 
to the great distances involved ; 

(c) Radar-equipped high-altitude interceptors (search and other 
radar) which would be effective night and day, “all weather” planes; 

(d) Interceptors, rocket armament (making the bombers’ guns use- 
less) which would be doubly effective if the rockets are equipped with 
target-seeking (“homing”) devices and proximity fuses. 

These are the now re: asonably perfected wartime devices which make 
possible today adequate air defense by both sides in any Russo-Amer- 
ican war; to be supplemented of course by other devices, such as 
ground-to-air rockets—with target-seeking devices and proximity 
fuses—in target areas. To the extent that our military leaders, espe- 
cially our Air Force chiefs, have failed to perfect and utilize ade- 
quately these World War II techniques or devices, to this extent have 
they condemned themselves as being incompetent or grossly negligent. 

With both sides thus defended in the air with reasonable adequacy, 
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the resulting stalemate—as to air war between the two continents— 
would indeed be a refreshing situation in this age of atomic-hydrogen 
hombing possibilities. Such a stalemate is the best result the United 
States can obtain—with Russia possessed of adequate air defense, as 
we must assume and have good reason to believe is the fact. 

From the wall map before you, showing the world with the North 

Pole as the focal point, it is readily apparent why the distances 
‘nvolved in transarctic missions by bombers make it certain that they 
would have to be unescorted. For example: Approximate figures for 
bombers en route from Kansas City via the North Pole to Sverdlovsk, 
nu the heart of the Urals industrial region, are: to the Arctic Circle, 
» 000 miles: then to the Pole, 1,500 more; another 1,500 to the Russian 
coast; and almost another 1,000 to Sverdlovsk. ‘This reaches only the 
northern strip of Russia’s military production region; more vast 
distances to the southward being involved. Further examination of 
the map indicates clearly why bombers would also have to be unes- 
corted on missions into the target territory—the north-central indus- 
trial region—of Russia; the Urals and eastward; if our bombers 
should be flying, for example, from bases in the British Isles, France, 
or north Africa. 

These facts, which could be detailed and supplemented by other sup- 
porting air-defense factors and data, are what make false the claims 
of the big-bomber boys in the Air Force. They claim, for imstance, 
that unescorted big bombers can make “effective delivery” despite full 
utilization of now available or even prospective, air-defense tech- 
niques. 

By making this false claim for our bombers, they are automatically 
forced to admit the same in behalf of Russia’s bombers—which traps 
them into upholding the theory that no adequate air defense can 
be created, into upholding the previously mentioned 30-percent maxi- 
mum-defense score. This psychological trap has also had the result 
of our Air Force leaders’ failing to create, and to provide our pilots 
in Korea with, a high-altitude interceptor-fighter plane which can 
match in high-altitude performance even the second-class Russian 
MIG-15, much less the still better high-altitude fighter aircraft being 
held in reserve by the Russians—not used in Korea—according to 
reliable reports. 

It is high time that the United States be given an effective air 
defense. 1t is high time that the United States stop the false pretense 
that our bombers can bomb Russia effeetively—the false pretense to 
the peoples of West Europe that our big bombers have the Kremlin 
so terrified that Russia is held at bay, stopped from attacking Western 
Europe; that we thus gain time in which to rearm Western Europe 
effectively against Russia. 

It is high time that the American people be told the truth—and, 
incidentally, the helpless peoples of the Old World who will be the 
ones victimized quickest and worst by continuing to rely upon false 
claims of our bombers’ prowess. These misrepresentations constitute 
part of the big-bomber hoax. 

It is high time that there be an end to such misre presentations by 
our military leaders—of such a nature that, judged by the tests of 
truth-in-securities selling under the SEC law, the offenders could 
be convicted and imprisoned for fraudulent misrepresentation of ma- 
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terial facts. It is high time that the big-bomber hoax be exploded. 

I am an air-power supporter. 

I repeat, I speak as one who served in World War IT in the Air 
Force—as a major in combat intelligence—with the long-range fight- 
ers which escorted the big bombers in Europe. (In World War I, I 
served in the field artillery; in the twenties in the NYNG cavalry; 
and, most of the time between the two wars, was in the field artillery 
Officers Reserve Corps.) 

In other words, I have never had any connection with the Navy— 
so cannot be justly accused of taking sides with it in any controversy 
with the Air Force. I am just one of the Air Force officers (past 
or pene) eee there are, I believe, many of them, some of high 
rank—who disapprove of the big-bomber hoax. 

Note, also, in passing that my preceding points against unescorted 
bombers apply with equal force to all such bombers—however pow- 
ered and whether based on land or on aircraft carriers. It is the 
unescorted factor, primarily, which is the fatal defect for the purposes 
discussed here. 

Another hoax, also, should be ended: 

The implications of the foregoing discussion are grave. Since Rus- 
sia is not deterred by fear of our bombs, the question is whether West- 
ern Europe can be rearmed and backed, in war, by our armies so as 
to be effective against Russia’s armed hordes and massive airpower. 
The answer is “No,” and our military leaders know it. It needs no 
detailing of supporting facts to show that these leaders know Russia 
can now overrun Europe quickly, at will—assuming that the Kremlin 
is not deterred by our bombs or by fear of them. 

Under this set of circumstances, the question is settled conclusively 
by the fact that, once war with Russia starts, the United States will 
be powerless to land and maintain great armies in Europe or Asia to 
back up forces there and help hold off Russia’s forces—then defeat 
them, in Russia. Nor can a Russian Army be landed in North or 
South America. Result: stalemate. (In any event, we could never 
have the mass manpower to match Russia’s.) The 1949 testimony of 
Generals Bradley and Collins, the Chairman of the Joint Chiefs of 
Staff and the Army Chief of Staff, respectively, is conclusive on this 
yoInt. 

General Bradley testified : 

* * * T also predict that large-scale amphibious operations, such as those in 
Sicily and Normandy, will never occur again. 

Later in his testimony, regarding this question of having another 
large-scale amphibious operation, he added : 


Frankly, the atomic bomb, properly delivered, almost precludes such a pos- 
sibility (record of hearings, pp. 521, 525.) 


Regarding this opinion of Bradley, Collins later testified : 


I am rather inclined to agree that in a future war with the only potential enemy 
that we are likely to have there will be no large-scale amphibious operations of 
the type that we conducted in the past war (record of hearings, p, 555). 

Some months later, the Defense Department issued a reply—pre- 
pared by the Joint Chiefs of Staff—to an inquiry made by the Chicago 
Tribune alone (per letter to me from the Department March 7, 1950) 
asking: “If it is true that the atomic bomb can wipe out any invasion 
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force of the kind that approached Okinawa or Normandy * * *” 
then why the then current amphibious operation exercises ! 

The reply said: “While it may indeed be that large-scale am- 
phibious Soinies like those of Normandy and Okinawa will not take 
place * * *” there may be small ones—seizing islands and so on 
(Chicago Tribune, February 26, 1950). The Joint Chiefs of Staff 
thus formally confirmed what Bradley and-Collins stated in their 
1949 testimony quoted above. 

Note that these statements by Generals Bradley and Collins, admit- 
ting the grim truth, were made (in the 1949 B-36 hearings before the 
House Armed Services Committee) in support of the B-36’s value— 
in support of its proponents’ arguments that it could effectively bomb 
Russia even though unescorted. These two top-rank generals argued 
then for the B-36, partly because of our conceded inability to in 
effectively to defend Western Europe with our armies, in war against 
Russia ; leaving the B-36 as the only possible threat to Russia in their 
then expressed view. 

Yet tar when it came to sending our forces to be stationed in 
Europe in 1951, these same generals reversed their basic position and 
said our armies could be used effectively in Western Europe in war 
with Russia. This is double fakery on their part—shifting their pro- 
fessional military opinions to suit political expediency. Such trickery 
must be ores. The hoax—that our armies can back up Western 
Europe’s in holding off Russia—should be ended. 


RUSSIA-OVER-EURASIA 


Brief study of the wall map before you will make clear why Western 
Europe can today be easily overrun by Russia’s armed hordes, aided 
by her massive airpower capable of quickly sweeping the skies of 
Europe clean of opposition. Our inability to land supporting armies 
in Europe in war against Russia’s bombs only makes this quick result 
the permanent result—once Russia attacks; namely, Russia in actual 
military control in Western Europe. This is entirely apart from her 
most effective weapon—the threat of atom bombing of Europe’s prin- 
cipal cities which alone might easily make all Europe capitulate 
quickly. Being indefensible, why expect them to fight ? 

On the map, note that Western Europe, compared to the vast land- 
mass of Russia’s domain, looks like a fringe area in slender quarter- 
moon shape. Viewed from the Poland-Czechoslovakia vantage point 
of the Kremlin, the situation of Western Europe is seen to be hope- 
lessly vulnerable militarily today. 

Little Norway, Finland, and Denmark in the far north—so sepa- 
rated from the rest of Europe as to be at best beyond effective aid 
from the other countries; especially after Russia’s armored forces 
have rushed across Germany to the boundaries of Holland and Bel- 
gium—which can be done in a matter of a day or two because Germany 
is completely unarmed. : 

We can be sure that the Kremlin will never let Germany rearm 
fully. Our small forces in Germany would be meaningless against 
Russia’s vast armies. Holland and Belgium would be helpless, of 
course. The record proves that Italy is a colossal liability to any 
nation so unfortunate as to have her as an ally—a grim joke, militarily. 
Spain is virtually unarmed and incapable of being effectively prepared 
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to resist even Russia’s overwhelming air power. Neutral Sweden and 
Switzerland are, of course, out. 

This leaves only France to be considered. Her millions of well- 
armed troops collapsed from within in 1940—even when fighting 
France’s hated enemy, Germany—in large part due to the undermin- 
ing effect of the hordes of Communist traitors in their midst (during 
the Stalin-Hitler pact).’ And today the French people fear Germany 
worse than Russia. With Russia’s air force concentrating on France’s 
airfields in the first days of war—aided by sabotage by “hundreds of 
thousands of Communis st traitors in France who could and would 
make a sieve of France’s air-defense machinery and operations—air 
dominance over France could be quickly ests ablished; then Russia’s 
armies, completely protected from the air, would be pounding against 
France’s ground forces in a matter of a very few days. 

France would not hold out for more than a week or two at best— 
judged on the basis of grim military realities—and this is known to 
our generals. This is in the absence of any possibility of our armies 
reinforcing hers; in the absence of any possibility of our unescorted 
hombers effectively attacking military concentrations in Russia, 
Poland and Czechoslovakia; in the absence of massive and effective 
military strength in France; all realities today. 

Just ‘one word about Y ugoslavia. Only a fool would trust the god- 
less Communist despot, Tito, to be a fighting ally of Western Europe 
even under favorable conditions—doubly so with Russia bound to win 
certainly and quickly over all Europe. In any event, little Yugo- 
slavia is meaningless when it comes to helping to stop Russia’s- huge 
armies and air force. Only deseperate politicians would toy with 
Tito! 

In other words, public protestations of our military leaders to the 
contrary notwithstanding, they know that Russia could now take 
Europe in a matter of days. Their hoax—their false pretenses to the 
contrary—should be exposed, exploded. It is high time the American 
people be told the truth: Russia’s power dominance embraces all 
Eurasia. 


THE GREATEST MORAL CRIME 


Why should we continue to pretend falsely to the peoples of Europe 
that we can hold Russia at bay with our bombers and rearm Europe 
effectively enough to permit them to stand up to Russia in war; and 
that, during hostilities, we can reinforce their armies by landing in 
Europe vast armies of our own by sea? 

Why should we risk committing the greatest possible moral sin— 
the sin of pressuring Russia into going to war in what she would con- 
sider self-defense against the growing military power of Western 
Europe, exactly as we would do if the roles were reversed and Russia 
were trying to arm Mexico and Canada against us? 

If, by our pressures, we advance by so much as one day Russia’s 
decision to strike—thereby advance the wiping out of European civil- 
ization which would surely follow at the hands of the merciless and 
godless despots of the Kremlin—by this course we shall have com- 
mitted the greatest moral sin in history. 


1 See postscript. 
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How futile, moreover, because Europe is powerless to create an 
effective defense against "Russia—even with unlimited aid by us end- 
lessly ; hence the still greater enormity of the sin because we know full 
well today that this is true. Monstrous amorality on our part. 


EUROPE IS RUSSTIA’S WAREHOT SE, FOR WAR 


The foregoing facts mean that every gun, every airfield, every fac- 
tory, every military facility, put into Europe by us is put there in 
effect for Russia’s use at her pleasure. Europe ‘amounts to nothing 
more, militarily, than Russia’s warehouse—for purposes of any 
future Russo-American war—and the Kremlin alone holds the key. 
Why should we arm Russia by pouring our limited and sorely ne eded 
resources into her warehouse ¢ 

Why should we station American Armed Forces in Europe, thus 
reducing our own military potential to Russia’s direct advantage, and 
by this course make of every American in Europe a potential corpse 
or slave—at the Kremlin’s pleasure ¢ 

America is powerless to alter the grim result of World War II— 
the commencement on V—E Day of Russia-over-Eurasia militarily, 
real though only potential or latent. The Kremlin can turn it into 
reality any day it sees fit; and our military leaders know it. No 
amount of self-deception on our part will fool the Kremlin and this 
can only make world conditions more perilous and America’s position 
vulnerabile in the nth degree. 

Why not quickly divert military development and supplies, now 
ntended for Russia’s warehouse (Europe) under present suicidal 


policy, into Alaska and Canada for the prompt creation of adequate 
air defense against Russia’s bombers? It can be done. It. must. be 
done, for national secur ity. 


THE BRITISH ISLES INDEFENSIBLE 


If and when Russia moves to take over Europe—destined to be suc- 
cessful in a few days in all probability—the British Isles cannot 
mount any effective counteroperation, by land or air. Certainly not 
by amphibious landings of ground forces, even if little Britain had 
them to spare which is not the case; nor by air. In her initial moves, 
Russia would put Britain under the greatest pressure by air attack 
and Britain’s jet fighters would of course be held in or near their 
island base in order to protect the homeland. 

Britain would be powerless to put into the air fleets of planes 
capable of offering substantial opposition to Russia’s seizing air su- 
premacy over Europe in short order. Bombers from Britain would 
have to be unescorted on any attempted missioris against Russia, or 
even Russian concentrations in Poland, and such unescorted bombers 
would be doomed in advance for the reasons previously discussed. 

Would Britain fight under these conditions—especially in the light 
of the fact that the British Isles are indefensible against the V-2 
alone? In 1946 or earlier, according to reliable reports, the British 
Joint Chiefs of Staff advised the Cabinet that the British Isles are 
virtually indefensible against the 1945 type of V-2 with a nonatomic 
warhead. The V-2 is now greatly improved, of course, and Russia 

33064—53——64 





1004 MUTUAL SECURITY ACT EXTENSION 


could seize launching sites in West Germany, Belgium, Holland in a 
matter of days. Is it reasonable to expect Britain to fight! 


THE KREMLIN’s “‘TAR-BABY” TACTIC 


The dire need of our facing the facts, telling the people the truth, 
becomes the more acute the more one considers the implications of 
the suicidal course the United States has been pursuing for some 
years— and now proposes to carry further rapidly. 

For example, getting drawn into the quicksand trap laid by the 
Kremlin in Korea—and now Indochina promises to be the Kremlin’s 
next quicksand trap we will plunge into, more fully and actively. 
First arms as elsewhere, then troops—that is the set pattern of our 
“creeping” intervention, militarily, in Eurasian trouble spots. l- 
ready arms shipments are being speeded up, already there is talk of 
our sending troops to Indochina. Each such move induces, coerces 
us almost, into further similar moves; precisely as the Kremlin has 
planned it for us. Why follow the Kremlin’s plan to catch us in 
quicksand trap after quicksand trap? 

In this connection, please note a prophetic piece I had published a 
few days after our forces were ordered into the quicksand trap of 
Korea—dated July 4, 1950, and published July 7 (Chicago Tribune) 
as a letter to the editor. It was entitled: “Stalin’s Tar-Baby Tactic” 
and read as follows: 


An imaginary conversation in the Kremlin regarding Korea : 

Statin. What about the military situation, General, now that Truman is 
sending United States forces? 

The Genera, Everything is going according to our plan. South Koreans are 
melting like butter against a hot knife before our—pardon me, North Korea’s— 
tanks and planes. After the planned vigorous fighting for awhile, we'll draw the 
Americans deeper and deeper into the northern area, make it harder for them to 
withdraw. The more territory they win, the more they are stuck. Our toughest 
battle-trained North China fighters are moving into North Korea ready to fight 
as “Koreans.” And we'll take advantage of Truman’s Formosa move—interfer- 
ing in China’s civil war—to have China openly intervene in Korea. Then we 
would have the Americans fighting China. Perfect. Truman took our bait, 
hook, line, and sinker. Everything’s fine. 

Statin. Good, Molotov, why are you smiling like the cat that swallowed the 
mouse? 

Mo.otoy. You know the fable of Brer Rabbit and the Tar Baby. Well, our 
tar baby trick is working better than we expected: France up to her elbows in 
tar, hitting our tar baby in Indochina. Britain likewise in Malaya, more deeply 
involved daily. And now Uncle Sucker Sam falls for this trick in Korea. How 
will he ever get out? 

The GENERAL. Even better than Greece, where we had hoped to get American 
troops involved but Truman couldn’t get the American people to swallow that 
big a dose at first; so he had to get them to this point, in Korea, by easy stages. 

Motorov. No hurry about all this. We’ve got time to burn. The slower we go, 
the longer we drag out this bleeding process for America, the better. Let’s get 
them deeply committed in Korea first. Then we can surprise America’s childish 
“statesmen” with the second act in the play in Greece, and show them how hollow 
their “victory” there was. What fools they be. 

Srarn, Tell me, Beria, has our Korean “crisis” helped out our boys in Wash- 
ington? 

Berta. Yes, Truman and Tydings took advantage of it to call off the investiga- 
tion of our boys. The people are so excited by the fighting they’ve not even 
noticed this. Such children—from toy to toy. 

Strain, Good. Keep Truman off that hot spot. Now what about Iran? 

The GENERAL. Everything is all set for a nice civil war there, with not a Rus- 
sian involved, openly. 
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Motorov. Then will the British how] about their oil, and Sucker Sam will rush 
in headlong—he already has a military mission there and is sending lots of 
arms—just as we planned. Then we'll have his right arm stuck in the tar baby 
in Iran, his left arm stuck in Korea, his left foot stuck in Greece, and his right 
foot maybe in Tibet or Hong Kong. After that, he won’t have anything to hit 
the tar baby with but his head. Just like Brer Rabbit. [Loud guffaws.] 

The GENERAL. And then—we make our real move, per our plan. America will 
be a pushover then. 

Srauin. Fine. Never forget our plan: Bleed America white, internally and ex- 
ternally. Get her more and more overextended military, as in Korea, more and 
more involved in backing British and French colonialism in southeast Asia and 
Africa. Gut America morally, economically, militarily. Sap her strength until 
she is a hollow shell. Then we’l! crack that shell. 

HAMILTON A, LONG. 


Nothing could be better suited to the Kremlin’s plans—in further- 
ance of its Russian-Communist imperialism—than to get the United 
States mired and floundering ever more deeply and widely in such 
quicksand traps it has prepared for us in Eurasia and Africa: trap- 
ping us into supporting the doomed British imperialism-colonialism 
primarily and, to a lesser degree, France’s doomed imperialism-colo- 
nialism. This merits consideration in connection with the above- 
quoted item’s related point.’ 

This is the real meaning for us of these names, for example: Malaya, 
Indochina, Hong Kong, “Tran, Mid- Kast, Egypt, North Africa, and 
so on, Old-world imperialism- colonialism. Our su yport of it is not 
only as doomed as this imperialism-colonialism itself but, in the proc- 
ess we are dooming the American heritage—criminally gambling with 
our inheritance, as Senator Arthur H. Vandenberg put it in his pro- 
foundly sound book, The Trail of a Tradition, published in 1926. 

It is, in truth, worse even than gambling with our inheritance; we 
are throwing it away without any chance of winning—and, in the 
process, gutting America’s national-security resources. What a pre- 
posterous end for America—if we don’t stop it. 

Secrecy about these things—deceiving the American people—is part 
and parcel of Old Worldism. It is of the essence of state over man, 
of totalitarianism. To tell the people the truth is of the essence of 
sound Americanism, of sound self-government. Why not tell the 
people the truth? 


CRITICISM OF OFFICER CORPS 


In the foregoing discussion, my criticism of the politico-military 
leaders referred to should not be construed to apply to the officer corps 
as such. This fine body of men—true professionals and loyal to pro- 
fessional ethics and principles—is not represented by the politico- 
military leaders who violate the profession’s principles as well as sound 
American principles in their politics-playing, in their improper mix- 
ing of policymaking wth their sole, proper function of policy execu- 
ton, and in their misrepresentation ‘of facts to the people and to their 
leaders—in and out of Congress. 


FURTHER IDENTIFICATION DATA 


Supplementing the identification data given at the beginning of this 
statement, I should like to add a few facts. 


1 See postscript. 
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IT am the author of the 15,000 word documented study entitled: 
“Permit Communist-Conspirators To Be Teachers?” inserted in the 
Congressional Record of March 30, 1953 (pp. A-1746-56), by Hon. 
Fred Busbey, of Illinois. 

[ am also the author of the 1950 documented booklet. entitled: 
“America’s Tragedy—Today”; in which I presented some shocking 
facts involved in the Communist conspiracy’s getting a strong grip on 
the vitals of the Republic—on the Defense Establishment itself—in 
World War II. For instance, chapter IIT presents the startling state- 
ment of Rear Admirai Adolphus Staton (retired) of the facts about 
the ousting by the Communists, in 1942, of the admirals charged with 
enforcing the law against these known subversives: as first made public 
by him at the October 1950 press conference in Washington, called by 

ie to enable him to make these disclosures. 

These are a few of the available facts indicating the nature of my 
long, unceasing fight against the Communist conspiracy, communism, 
and against everything the Kremlin stands for. 

Rs piis'al reference, I call attention to my pamphlet entitled: 
“America Needs an American Foreign Policy,” dated January 29, 1951, 
and sent on that date to every Member of Congress; together with a 
copy of my March 10, 1948, statement before this committee against 
the Marshall plan, and a copy of my statement against the North 
Atlantic Pact which appears at the end of Record of Hearings on that 
subject in May 1949 by the Senate Foreign Relations Committee. 


RECOMMENDED ACTION 


I urge that this committee, and other properly concerned com- 
mittees of the Congress, investigate fully the facts involved in this 
subject—and take effective remedial action. 

Any questioning of military leaders, and other officials involved, 
should be done, I believe, after they ars duly sworn and by competent 
counsel after adequate preparation with the aid of competent persons 
qualified to help force out-the truth. Let the truth be known, and 
shape our foreign policy accordingly. 

With a new administration, and new Defense Department officials, 
the time is ripe. 

POSTSCRIPT 


It is noteworthy that the State Department’s September 1950 
pamphlet entitled : “Our Foreign Policy” said at page 9: 


The deepening division between the Soviet-dominated bloc and the free world 
is not, as some people wrongly think, a conflict between capitalism and com- 
munism. Among the nations of the free world, in fact. you will find some that 
are not capitalistic at all, but have freely chosen a Socialist system. The conflict 
is really between a power-hungry government that is bent on spreading its power 
by force, terror, and every other means and the community of free nations. * * * 


In other words, the slogan so actively and widely used to win sup- 
port for our foreign policy in recent years: “Save the World From 
Communism” (the “containment” policy’s slogan) is as phony as was 
— s incessant cry : “Save Europe from Bolshevism.” As this 1950 

amphlet correctly states, our foreign policy has in the postwar years 
ae actually opposed not to communism (witness our “ally,” Com- 
munist Tito) but against Russia’s ancient imperialism—which has 
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automatically had the effect (in fact and as viewed by the world at 
large) of putting us in the position of supporting that imperialism’s 
ancient rival—British imperialism-colonialism. This merits serious 
consideration by the American people. 

In summary, I will say 1 am a veteran of both World Wars; I was 
a major in the Air Force in the past war and I speak as one who has 
a strong belief in the values of airpower, using the word “power” in 
its real sense and not in its sham sense. 

I am a strong and well-known and long-time anti-Communist, and 
that is well known in the records of Congress in various respects, as 
indicated in my statement. 

What I wish to bring to the attention of the committee orally and 
in very brief form supplementing my statement, is the fact that 
America today is completely wide open to virtually unlimited tomb- 
ing by Russia and that our Air Force and other military leaders not 
only say that they could not possibly stop more than 3 out of 10 
Russian bombers today, but that no matter how much money is spent, 
they do not see how they could possibly create protection, and that is 
defense bankruptcy. 

It is criminal negligence and nothing else, because the air-defense 
techniques do exist which permit an adequate air defense. 

As I said in my statement, I have the releases of the Defense De- 
partment reiterating time and again their 30-percent air-defense policy 
and they say that we are not even up to that, and that the can attain 
that only under the most favorable conditions. 

I also hold in my hand a copy of the magazine, the Freeman, of 
March 26, 1951, in which I was finally able to get published why 
bombers can be stopped between Russia and America, both ways, and 
this magazine finally published it and it presents in brief form the 
known military facts—nothing secret aii permit us to have a 
defense which would be able to. block Russia’s bombers to such an 
extent that we would be reasonable secure. 

These facts are known to Russia and there is every reason to be- 
lieve that Russia has an adequate air defense so that our bombers 
cannot bomb Russia. 

Yet we are wide open today, and our bankrupt military leaders not 
only confess, but proclaim, that. they do not pretend to hope to produce 
more than a half-baked, or less than half-baked, or 30-percent-baked, 
air defense. 

I say that the Congress should conduct an investigation which 
would reveal the facts, and I personally am in touch with certain high- 
placed military officers who, I am confident, will bear out what I say, 
that an air defense can be created. 

Now the big bomber hoax should be exploded because it is one of 
the greatest frauds on America today. As I have indicated in my 
statement there is another hoax that should be exploded and that is 
the hoax of the North Atlantic Pact. Every general in America knows 
what Generals Bradley and Collins testified to in 1949 in the B-36 
hearings. They know the truth of it in this respect (not what they 
testified to with regards to the B-36) and that is this, that Americs 
‘an never land another army in Europe in war against Russia’s bombs, 
which means that every man we put in Europe and have there today is 
a corpse or a slave at the Kremlin’s pleasure, and every factory and gun 
we put there is Russia’s for the taking. Europe is Russia’s warehouse. 
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There is nothing surprising in this because in 1943 at the first Quebec 
Conference attended by Churchill and Roosevelt, Harry Hopkins 
produced, “a very high level estimate” that, after the war, Russia 
would control Europe and, in effect, there was nothing we could do 
about it and we had better get along with her as best as we can. 

That is the military fact as of the E-day, so here we have two great 
frauds, two great hoaxes; the fact that we can make Europe secure 
against Russia and if there is a war, land armies there to support the 
troops we have there and the European armies. That is a complete 
and unqualified military falsehood and I can prove it out of the mouths 
of the generals I have just referred to, by the statements I have just 
made. 

I feel this should be the subject of a congressional investigation 
with these officers put under oath, as well as the fraud in the B-36 
picture because it cannot deliver the bomb, and I can prove the facts 
presented in the article in the magazine the Freeman. 

In addition, the fact that we have no air defense, because the 30 
percent which the Defense Department proposes that they can create 
with the most possible money given them, 1s no adequate defense at 
all. 

I just want to note one other thing: 

There is a great moral problem involved with regard to this North 
Atlantic Pact fraud and that is this: We are urging the peoples of 
Europe to be aggressive with their armaments. I am speaking of 
being active in creating their armaments, on the pretense that we 
can back up their armaments and protect them from Russia, whereas 
actually our generals know that is not true. Asa matter of fact, there 
is strong evidence that the generals of Europe know it is not true and 
the peoples of Europe know it is not true and that is why you have 
this rampant neutralism in Europe. 

Mr. Smirn. We have just different testimony on that. General 
Ridgway sat here last week or 10 days ago and he said that the state- 
ment you make is not true. 

Major Lone. I now will repeat my statements: 

In 1943, the highest authorities in America had already decided that 
Russia would control Europe after the war. And there is no evi- 
dence whatsoever that they have changed their minds. 

I am talking about their real minds. Generals Bradley and Collins 
testified in 1949 that we can never land another army against Rus- 
sia’s bombs. 

Mrs. Bouron. Mr. Chairman, if this is not—I am wondering if this 
is not a matter that goes to the military affairs committee. Have you 
testified there ? 

Major Lone. No; I should like very much to, but it goes to the 
foreign policy committee because the foreign policy committee de- 
termines in large measures the overall policy which these fraudulent 
pretenses are supporting and if you explode these fraudulent pre- 
tenses, this foreign policy fall of its own weight. 

This committee is where it really starts because this committee sets 
the policy. 

I will make this statement about General Ridgway’s testimony or 
any other general’s testimony. 

f they are put under oath and submit to testimony right here, I 
am sure I can prove they know about these military facts I have stated 
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about the 1943 high-level estimate, if they are at all competent in their 
jobs, and they are certainly aware of the public testimony in 1949 of 
Generals Bradley and Collins, that we can never land another army 
in Europe against Russia’s bombs because it was public testimony 
before a congressional committee, so I am confident—let me put it 
this way: 

I am confident General Ridgway was not adequately cross-examined. 

Mr. Smiru. He was asked a lot of questions. 

Mrs. Borron. This is very interesting, major, and I think it is very 
fine of you to make such a strong statement. I am sure you are quite 
convinced of it or you would not make it, and it is of course, some- 
thing which we need to know. 

I am sure of the rest of the committee were here, they would feel 
as I do, very grateful for your taking the time and trouble to be here. 

Major Lone. I should also like v ery much to be afforded the oppor- 
tunity to present factual military evidence which would prove it. 

Thank you very, very much. 

(The information referred to follows :) 


Tue B-36 Is a TANKER 


EXTENSION OF REMARKS OF HON. FRED E. BUSBEY, OF ILLINOIS, IN THE HOUSE OF 
REPRESENTATIVES, FRIDAY, JUNE 5, 1953 


Mr. Bussey. Mr. Speaker, an article that seems to me to be of great and im- 
mediate importance appeared in the March 26, 1951, issue of the Freeman maga- 
zine. The author is Hamilton A. Long, who was a major in combat intelligence, 
United States Air Force, in World War II; serving in the later part of the war 
with the 306th Fighter Wing, 15th Air Force, in Europe. 

This article is well documented, in part from official sources, and deals with 
an issue of immediate and grave consequences, especially our country’s lack of 
air defense and the inadequacy of our present instrument of strategic bombing, 
the B-36. 

I believe the article deserves to be studied carefully by every Member of 
Congress, and especially by members of committees charged with the respon- 
sibility of considering legislation affecting our national defense. 

Mr. Speaker, I desire to insert in the Congressional Record, under leave to 
extend my remarks, Mr. Long’s article, entitled “The B-36 Is a Tanker”: 


Tue B-36 Is A TANKER 


(By Hamilton A. Long) 


The fallacies and falsities in the propaganda in support of the B-36 need to 
be exposed. The policy of silence about its inadequacies must end. Official, 
published Air Force information—if properly correlated and evaluated—reveals 
the truth ; the B-36 is just a tanker. The Kremlin knows. The American people 
and Congress should know. 

The question is this: In a Russo-American war, can the B-36 (or any other 
bomber, for that matter) make effective delivery of bombs against Russian tar- 
gets, bombs in such quantity, against so many targets of such basic importance 
militarily, and so continuously, as to impair gravely Russia’s capacity and will to 
carry on the war? 

The critical importance of the question is due partly to the fact that Russia’s 
atomic bombs can prevent the landing of an American Army in Europe. This 
was admitted by Generals Bradley and Collins, top military officials, in the 
1949 hearings of the House Armed Services Committee regarding the B-36, and 
later confirmed in effect by the Joint Chiefs of Staff. America’s atomic bombs 
can likewise prevent a Russian army from landing in North America. 

What about air operations? Air defense techniques now available—to Russia 
as well as to America—permit blocking of long-range bombers operating without 
fighter escort, as the distances are too vast for fighters to accompany them. Our 
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best jet fighters’ combat radius is only about 1,000 miles. The lack of fighte, 
escort means that Soviet fighters would control the skies over Russia and the 
adjacent seas and territories. This dooms our bombers. In Air Force circles, 
it is axiomatic that “You can’t transport anything through the air unless your 
tighter planes control it’—as Air Force Secretary Symington said in September 
1948. 

What are these effective air-defense techniques? They are related to the four 
phases of air defense: detection, trailing, getting into attack position, attack- 
ing effectively. The following discussion of these four phases, in this order, will 
deal primarily with a trans-Arctic mission taking off from bases in the United 
States; but the factors—especially lack of escort—would be much the same even 
if the bases were as near Russia as West Germany. 

The bases could not be that near, of course, because the Soviet Air Force, 
aided by local Communist traitors, cay destroy all hostile big airbases in Eurasia 
on the first day of war, and can quickly neutralize, at best, those in the British 
Isles—reportedly admitted by Britain’s military leaders to be indefensible 
against the V—2 rocket alone—and likewise those in Japan. Any big bases in 
north Africa would be easily and quickly destroyed by air attack and sabotage 

The first phase, detection of the bombers, would find the Kremlin aided by 
spies inthe United States who would send word, by clandestine radio and other- 
wise, of the bombers’ takeoff. Once the bombers are over the polar region, per- 
haps even over Arctic Canada, the Russian air-warning net, including radar, 
must be expected to begin to operate. If in the nightless summer, which the 
Kremlin would surely choose for starting the war, daylight conditions would 
facilitate detection. Highflying bombers’ vapor trails are visible to the eye for 
100 miles, stretching from horizon to horizon. There and lower, in the cloud 
or weather area, radar would reveal them. 

Just before starting the war, Russia would surely establish numerous eye 
spotter and radar ground stations (on land or ice) in the Arctic region—even 
on our side of the North Pole; and perhaps even in the wilds of Arctic Canada 
Strings of such stations would, of course, be operating in Russia also, to warn 
of attack not only from across the Arctic but from the West (Europe-north 
Africa) and the East (Japan). 

The Russians can be expected, furthermore, to adopt the suggestion made by 
Air Force Gen. George Kenney in 1947, while head of the Air Force Strategic 
Command, This is to have a string of radar-patrol planes, using the big-bomber 
type carrying powerful radar. Speaking of patrolling the Alaska-Canada region, 
Kenney said: “A handful of very long range planes like the new B—36 could do the 
job with radar search equipment.” Highflying planes, paired with lowflying 
ones, would double the protection. Airborne.radar worked well in World War II. 
These Russian patrol planes would be encountered perhaps over Arctic Canada ; 
certainly over the polar region and long before the Russian coast was approached 

Russia now has an effective radar-warning net. As long ago as 1948 Wesley 
Price reported in the Saturday Evening Post the existence of a steadily operating 
Russian radar-warning system from the sub-Arctic to the Black Sea. In De- 
cember 1950, Dr. Vannevar Bush said that in the past 5 years Russia has been 
building her radar network. Her scientists were in the forefront of scientific de- 
velopment of radar, having produced the first scientific paper on the multicavity 
magnetron, the heart of radar, according to a reliable report; and she has had 
years of aid from the Germans, who operated an effective radar-warning system 
during the war. It is suicidal folly to underrate the Russians in this regard. 

There is believed to be no reason for assuming that the Arctic condi 
tions producing the northern lights will bar radar work so as to prevent effective 
radar detection of our bombers. After such timely detection, Russian patrol 
planes will trail our bombers until radar-equipped interceptor fighters—sum- 
moned by radio—arrive, There will be no need for radio silence, of course. 
Ground stations will aid in this trailing phase, too. The bombers cannot hide 
or escape. 

This second-phase trailing operation and the third phase—getting the fighters 
into position to attack—will be aided by the vast distances involved. Note some 
sample approximate figures en route from Kansas City via the North Pole to 
Sverdlovsk, in the heart of the Urals industrial region; to the Arctic Circle, 
2.000 miles; to the Pole, 1,500 more; another 1,500 to the Russian coast; and 
almost another 1,000 to Sverdlovsk. En route there are possible sites for fighter 
bases on the big island, Novaya Zemlya—1,500 miles from Sverdlovsk—and on 
Franz Josef land (islands), 2,000 miles from that city. Farther west, it is 600 
miles from Archangel to Moscow and 600 from Murmansk to Leningrad; this 
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being only the northern strip of Russia, which extends southward for farther 
yast distances. 

For the slowpoke B-36 these distances represent hours upon hours of tle 
threat of momentary destruction. Its average long-range mission speed is about 
»50 miles per hour, the jet boosters permitting only a few very short bursts of 
about 400 miles per hour—not half the speed of the supersonic jet fighters. This 
danger exists when the plane goes into target—then, if it is miraculously spared, 
when it comes away. Our B-36’s, now totaling about 60 and to be increased to 
no more than 200 or so, would be disastrously outnumbered-——perhaps 25 to 1, or 
even 100 to 1. Contributing to disaster would be the huge size of the Russian 
defender force, the ease with which high-speed fighters (to intercept the bomb- 
ers) can be assembled from distant bases at a desired point, and the fact that 
our few bombers would have to be sent in small mission groups of a dozen or 
less, in order to avoid putting too many eggs into one basket. The fighters will 
have ample time to take attack position long before the bombers even reach the 
Russian coast. 

Che fallacy, or falsity, formerly propagated by the big bomber bombast boys 

\ir Force leaders and others), that fighters cannot operate effectively at 
bombers’ high altitude, was exploded in the 1949 hearings. Air Force Generals 
Spaatz, Kenney, and LeMay admitted that this was a phony argument in behalf 
of the B-36. 

Russian interceptor-fighters are of the finest. Besides their own first-class 
skill and facilities, the Russians have now been aided for years by German tech- 
nical and operating personnel and the equipment captured from German factories. 
rhey are perhaps far ahead of us. Even our much-touted supersonic plane, the 
Bell X-1, was nothing but a beefed-up copy of a captured German wartime plane 
brought to this country in 1945 in an Army C—54 cargo plane, as admitted by our 

\ir Force leaders in 1948 according to reliable press reports. In 1947 General 
LeMay, now head of our Strategic Air Force admitted: “We are more than 10 
years behind Russia in aeronautic research and developments.” He had earlier 
admitted that the Germans were 15 years ahead of us in fundamental research 
in 1945. 

It is absurd to assume that the Soviet fighters cannot take and maintain the at- 
tack position regardless of the bombers’ altitude or any other factor. Our Air 
Foree’s Own wartime experience proves that, under these conditions, the un- 
escorted bombers are doomed during the hours upon hours of fighter attack, go- 
ing in to the target alone—doubly so coming out. A 1945 report of the Air Force 
Evaluation Board,’ for example, concluded that once fighters closed in on a 
bomber it was as good as gone unless they missed or broke off the attack. The 
danger to the bomber, it found, was measured primarily by whether fighters 
would intercept. Once interception was made, the bomber losses were almost 
direetly proportional to the period of sustained fighter attack. 

In the engagements on which this report was based, the fighters were equipped 
merely with guns, whereas the Russian fighters will have rockets far outranging 
the guns of the bombers, leaving the latter utterly helpless. Even the crude 
rockets first used by German fighters in 1943 against our unescorted bombers on 
daylight missions over Germany were deadly. The bomber losses rose until, in 
one October raid, they were about 20 percent. This disastrous development 
forced the complete abandonment of unescorted daylight missions, as admitted by 
the official history of the Air Force? 

Vastly improved rockets are now available. In 1949 Gen. J. T. McNarney, then 
head of the Air Force Materiel Command, announced that there were then avail- 
able for bomber interception, to be launched from fighter planes, “air-to-air 
missiles (rockets) which could be launched under their own rocket power at 
supersonic speeds to targets several miles away. By means of a radar homing 
device within the missiles they will track down the enemy bombers, even in 
evasive action, and, by means of proximity fuses, they will be detonated when 
within lethal range of the enemy bombers.” 

Fired from just beyond a bomber’s gun range, rockets even without these de- 
vices will be fatal; with these devices they will do their deadly work even when 
fired from miles away. There are types of homing devices other than the radar 
type—for example, the thermal variety which seeks heat and heads for the 
hombers’ engines. No effective defense is now available against air-to-air rockets 


* 8th Air Force Tactical Development, 1945; as commented on in an afticle by Col. Dale 
O. Smith in AF Air Univeristy Quarterly Review (reprinted in Flying, February 1949). 
* The Army Air Force in World War II: 1949, vol. 2, p. 704. 
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so equipped; and it is believed that none is likely in the foreseeable future, 

There is every reason to assume that Russia is ready to use such rockets, 
The Russians and Germans have been far ahead of us in the rocket field ; witness 
the V-2. Bombers cannot use rockets effectively, moreover, because when fired 
crosswind (anyway except straight forward or rearward) they weathercock— 
turn into the wind made by the bombers’ high speed. Fighters will always attack 
so as not to be exposed in such front or rear position if bombers are ever armed 
with rockets. Even the Russian patrol planes could, however, use such rockets 
effectively against the bombers. 

Under these conditions the doom of the bombers is double sealed by the wall 
of fire they will encounter in key target areas, where shells and rockets 
equipped with homing devices and proximity fuses—will be used by ground 
defenses. Some United States military authorities have conceded that if Ger- 
many had had the proximity fuse alone, she could probably have denied the 
German skies to our bombers in World War If. The Russians have it; just as 
they have our supersecret self-aiming antiaircraft gun—a sample having been 
shipped to Russia by the United States Army in 1944, according to a reliable 
report. 

Other grave handicaps will beset the bombers’ attempt to make effective de- 
livery. For example, the underground installations of the Russians; effective 
camouflage (like the undetected German wartime factory with a small forest 
growing on its room); and lack of photographically made air maps of Russia 
giving precise locations of target or even of key target areas, like cities. Such 
maps are essential to effective bombing; especially since the bombers—under 
deadly attack all the while and very limited in fuel supply—would have no time 
to cruise around looking for the target. 

Bomber attacks in darkness—when and where darkness might exist—would 
not offer any substantial advantage of added secrecy because the Russian radar- 
warning net and radar-equipped plans can operate effectively at night, in all 
weather. In the 1949 hearings, General Kenney stated incorrectly that there 
was not in existence anywhere a radar-equipped fighter plane capable of operat- 
ing at night at bomber altitudes (over 40,000 feet). He based this erroneous 
assumption on the fact that the Air Force had, through gross negligence, failed 
to develop such a plane—of critical importance to national defense—although the 
Navy then had one in operation, as Navy officers later testified in the same hear- 
ings. There is every reason to assume that the Russians, too, then, had one, 
developed with the aid of the Germans who had effective radar-equipped night 
fighters in the war; and it is conceded that the Russians now havs such a plane. 

This makes of controlling significance General Kenney’s 1949 testimony that 
the necessarily unescorted B-36 was then fit only for night missions (ruling out 
entirely any trans-Artic mission in the nightless summer months) and that “If 
they get a nightfighter with a search radar that can operate at 40,000 feet, the 
B-36 will become a tanker.” The Navy then had such a plane. The Air Force 
now has one, as admitted by Air Force Secretary Finletter on January 29, 1951. 
The Russians certainly have one now. The B-36 is just a tanker. 

From the foregoing facts alone, it is obvious that the short-range bombing 
missions of World War II—for instance, between Britain and Germany—cannot 
be soundly compared with vastly longer bombing missions in any Soviet-Ameri- 
can war. Even during the last war, moreover, the Air Force saying, “Some 
bombers will always get through,” was misleading. It was a half-truth at best 
because of the unbearably high loss rate for unescorted bombers when the Ger- 
mans’ use of rockets forced abandonment of daylight bomber missions, as we 
have seen. 

When General Vandenberg employed this fallacy (some bombers will always 
get through) in the 1949 hearings, a committee member accused him of telling 
only half the truth, and brought out the crucial fact of unbearable loss rate, 
citing the Air Force’s own official wartime history.. Yet General Vandenberg 
continues to deal in this misleading half-truth, and in other respects to falsify 
the picture regarding the vulnerability of our unescorted bombers—as in his 
article in the Saturday Evening Post of February 17, ironically entitled ‘The 
Truth About Our Air Power.” 

In this article he asserted that the B-36 has the ability to deliver the bomb 
anywhere in the world, yet made no mention of the key factors which would 
prevent this. In discussing the B-36, he never so much as mentioned the fighters’ 
air-to-air rockets—equipped with homing devices and proximity fuses—nor even 


* Record of hearings, House Armed Services Committee; October 1940, p. 464. 
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those used by the Germans in 1943 and undoubtedly improved upon by the 
Russians. 

The general also made the shocking admission that the Air Force does not 
even hope—despite maximum defenses—to be able to stop over 30 percent of 
Russia’s bombers; and that it would not be ready to achieve even this score 
now, in case of attack by Russia’s one-way bombers (numbering hundreds, he 
said) which can attack United States targets at any time. In other words, our 
Air Force leaders appear resigned to seeing 7 out of 10 Soviet bombers get 
through to destroy 7 out of 10 Kremlin-selected cities, atomic-bomb plants, 
B-36 bases, ports, or other targets. 

This figure of 30 percent, the general said, assumed that Russia would send 
100 bombers on a single mission. This Russia could do repeatedly because it 
has hundreds of bombers. Yet, by his own rule, our 60 B-36’s today could not 
be as effective as a single Soviet mission, even if all of them went in one raid 
on Russia. He admitted, moreover, that a mission of only a few Soviet 
bombers—half a dozen or so—could be knocked down; which means, necessarily, 
that he knows the B-36’s in small-group missions could not get through to Rus- 
sian targets even if Russia’s air defenses were as inadequate as ours under his 
inadequate leadership. His figure of 100 bombers in a single mission pertains to 
the supposedly effective crossfiire of bombers’ guns, but fighters equipped with 
rockets will make these guns useless. 

These faults in General Vandenberg’s article are matched by his exaggeration— 
to the point of gross misrepresentation—of the difficulties that impede our 
establishing an adequate radar-warning network for North America. He never 
mentioned the key role which can be played by airborne radar. 

Vandenberg and his coleaders of the Air Force have been trapped by their own 
web of fallacies and falsities into admitting their own incompetence and the 
bankruptcy of our air defense. Their default is General Bradley's adoption 
because he has joined in propagating their fallacy that some bombers will go 
through, as he stated on January 22, 1951, in testifying before a congressional 
committee. 

America can and should—indeed, must—have an adequate air-defense system 
in North America, consisting of defense-in-depth arrangement of a radar-warning 
network (ground stations and air patrols) and of operating fighter fields. Amer- 
ica’s defense setup must at least match Russia’s. This can be done by employ- 
ing in Alaska and Canada (with Canada’s cooperation) the radar and fighter 
facilities to be created in future, as well as those which the Air Force now has 
distributed all around the world—sheer waste as far as America’s genuine defense 
is concerned. And the cost would not be as great as that of the present waste. 

After the 1949 hearings the committee ignored the question of the B-386’s 
eapability. In its 1950 report, it merely stated that each of the armed services 
should decide on the merit of its own weapons. It said this despite the con- 
vincing factual case presented against the B-36, and also despite the fact that, 
soon after the hearings had ended, General Collins, speaking as Army Chief of 
Staff, admitted that the United States could not wage intercontinental war with 
existing weapons (including the B-36). This meant, he said later, that overseas 
bases would be needed to provide fighter escort and refueling for the B-36’s; 
regarding which he said the Joint Chiefs of Staff were in accord. 

This statement was confirmed by General Bradley’s testimony on January 22, 
1951, that, in case of attack, “The initial retaliation against an enemy by stra- 
tegic bombing will be provided if the airpower and the necessary Army and Navy 
support to seize and hold the bases from which to operate, are in our hands the 
moment an emergency arises.” 

In other words, Bradley and Collins and the other leaders of the Armed Forces 
know that unescorted bombers cannot make effective delivery. Yet they con- 
tinue to help befuddle the people and Congress about the B-36—to help build 
up within the Defense Establishment a collossal B-36 empire which is a fraud 
militarily, a bankrupting process for the Nation’s economy. 

As any sensible citizen can see from the foregoing facts alone, the mystery 
cloaking the B-36’s inadequacies as a bomber is fooling only the American 
people—not the Kremlin. These facts lead inexorably to this conclusion: The 
B-36, as a bomber, is America’s one-way flying coffin, capable of making effective 
delivery only of the corpses of its suicide-mission crew members. 


Mr. Smrru. Thank you. 

The committee stands adjourned. 

(Whereupon, at 4: 45 p. m., the committee adjourned to reconvene at 
10 a. m., Thursday, June 4, 1953.) 
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THURSDAY, JUNE 4, 1953 


House or REPRESENTATIVES, 
CoMMITTEE ON Foreign Arrarrs, 
Washington, D. C. 
The committee met in executive session pursuant to call in room 
G-3, United States Capitol, at 9:40 a. m., Hon. Robert E. Chiperfield 
(chairman) presiding. 
Chairman Currerrietp. The committee will come to order. 
Mr. Wood 
Mr. Woop. We are requesting Mr. Gardiner to present to the com- 
mittee the program for, and the problems involved in the Jordan area. 
When he has finished, we propose to discuss the question which you 
raised yesterday with respect to the justification for military aid in 
the Near East and Africa. 
Mr. Gardiner can now proceed if the committee is ready to hear him. 


STATEMENT OF ARTHUR Z. GARDINER, POLITICO-ECONOMIC 
ADVISER, BUREAU OF NEAR EASTERN, SOUTH ASIAN, AND 
AFRICAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Garptner. We have here a map entitled, “The Waters of the 
Jordan.” 

(The map referred to appears on p. 1021.) 

Mr. Garptner. With this map I hope I can illustrate some of the 
problems which we now face in the endeavor to find more irrigable 
land for the population of Jordan in general, and for the refugee 
population in particular. 

As I advised the Near East Subcommittee when we met informally 
in February, this is a very complex subject and it involves engineering 
determinations which are not yet all at hand. I will endeavor to 
describe the status of the available land and water, with the reserva- 
tion that we are still waiting for definite engineering facts. 

Now, we took steps to obtain those facts last year through the good 
offices of the Tennessee Valley Authority, who were requested by the 
United Nations Relief and Works Agency, to examine the proposed 
uses of the waters of the Jordan River in the best interests of the 
region as a whole. 

‘The Tennessee Valley study is being conducted by engineering spe- 
cialists of the firm of Charles T. Main & Co., of Boston, who are ver Vv 
well known in the national and international field. 

I think, Mr. Chairman, that we are in very good hands in that con- 
servative New England group of engineers whose qualifications are 
undoubted. 
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Our time table calls on us to expect this report some time in July. 

Now, it seems to me that there are two basic facts to consider from 
the point of view of Jordan. 

One is the present status of that part of the Jordan Valley which 
is under control of the Hashemite Kingdom of Jordan, and it com- 
prises substantially all the area on the east bank of the Jordan River 
between the Sea of Galilee, or Lake Tiberias, and the Dead Sea, and 
it comprises an area on the west bank south of the Plain of Beisan, 
which is an area under the control of Israel. 

Mrs. Bouron. Could you move that so we could see both charts at 
the same time? 

Mr. Garprner. I think we can. 

When we have our engineering report we hope to be able to overlay 
the map of the borders with a transparency so that the political com- 
plexion will become more apparent. 

As you will note, this area of the Beisan Plain was allotted to the 
Jews under the U.N. partition plan of 1947. 

Now, a brief description of this land, if I may. 

Mr. Futron. Will you point that out exactly ? 

Mr. Garprner. Here is Beisan, Mr. Fulton. 

Mr. Fuuron. Thank you. 

Mr. Garprner. A brief description of the valley. The southern area 
is arid and salty. On the other hand, it has been proven and demon- 
strated that useful crops can grow in that area. As I testified a week 
ago, Musa Bey Alami, through waters available from wells, has made 
a great show of productivity and so has another man here named 
Husayn whose acres are irrigated with water from the sources of the 
Wadi Kilt. 

It can be done. In the meantime most of this land is not intensively 
used. There is some grazing on it, and the great majority of the land 
belongs to the state. We would have no very considerable problems, 
I would hope, when that land becomes available, in seeing that it was 
allotted on an equitable basis to refugees and nonrefugees. 

Mrs. Bouton. What is the meaning of the black and white south of 
the Jordan? 

Mr. Garprner. This is the approximate area of land that could be 
presumably irrigated and put to use, as are these areas in Israel. 

Mrs. Boiron. Thank you. 

Mr. Garpvrner. As one moves through the valley, at least in the 
springtime, one is greatly impressed by the present use of that land 
for productive purposes. It is true on the west side of the valley, 
where there is a small stream known as the Wadi Far’a, which rises in 
the hills of Arab Palestine. Its waters are divided by what are known 
as headworks. The water is channeled into different courses so it will 
spread over the land in the most productive way. There is there a 
substantial ownership and interest in the present use of that land, 

To illustrate some of the difficulties which we face, and this is most 
unhelpful, if you like, for some of our proposals but I would like to be 
very frank indeed: They could make better use today of the waters of 
the Wadi Far’a, if they lined all the subsidiary canals of that Wadi 
with cement. 

As a matter of fact, I have been informed that its water would 
go twice as far as it does today, if the canals were all lined with ce- 
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ment, rather than being as they are today purely dirt structures 
through which the water percolates and does not go as far as it might. 

Why are they not lined by cement? They are not lined with cement 
because the landowning interests in this area are moderately satisfied 
with things as they are. At least, they cannot reach agreement be- 
tween those interests and the Government of Jordan as to how the 
benefits of cement lining should be shared, and that problem is going 
to run through this whole development. There are 4,300 landowners 
in the Jordan Valley. 

On the east side, between the Wadi Zerka and the Yarmuk, that is 
a beautiful green area. The waters of the Wadi Zerka are handled 
in the same way asthe Wadi Far’a. There is a headworks and division, 
and the water finds its way to irrigated fields through canals. 

The same is true of the Wadi Ziglag and the Wadi Arab, further 
north. 

That land is largely planted to grain, and there are some fairly 
substantial holdings. 

Now, the theory of storage and intensive irrigation is that you 
would make available not merely the perennial flow of these waters 
but you would store floodwaters and be able to irrigate this land 
around the clock, Climatically, and from the point of view of the 
soil, you could crop that land 2 or 3 times a year. It is a natural hot- 
house. You could presumably raise crops which would have a very 
much higher cash value than grain and you would find markets for 
those crops. 

At a place here called Deir Alla there is a Jordan Government 
experimental station, which is being run by a British technician who 
has a very neat little nursery. He has not taken the best land, he has 
taken land that is slightly salty, and he is proving that a variety of 
crops can be grown, all the way from flax, which is quite desirable as 
it is durable and transportable, to vegetables, for which there would 
be a market in the right season throughout the entire Arabian penin- 
sula; and such crops could be moved in commercial channels in due 
course, 

But your problem, from the domestic point of view in Jordan, is 
to persuade somebody who now has 400 acres, let us say, planted to 
grain, and he has a nice business now, to change his habits. He has 
got somehow to make an adjustment so that he will stop growing grain 
and grow these other crops that are more valuable, and share some- 
how the resultant increase in productivity and income with those 
people for whom it is in our own interests to find ways and means for 
“eet and a better life. 

I do not think for 1 minute we should minimize the importance of 
that problem. You can see the pressures generating already. The 
conservatives who say, “Let us not do this at all,” or the people who 

say, “Go ahead and do it, but the Government needs the entire result- 
ant benefit.” 

It is to our national security interest to try to avail, to the greatest 
extent possible, of utilization of this land to settle as many of the 
Palestinian refugees as we can. That is a principle which is acceptable 
to the Jordan Government. 

I am suggesting that we have great problems in working out that 
principle which I do not wish to minimize before this committee. I am 





1018 MUTUAL SECURITY ACT EXTENSION 


not discouraged, but I am pointing out that this is not a press-tlie 
button job, on this particular poimt of land ownership and lan 
utilization. 

Now, what could hi: appen if this entire valley were irrigated? Oy, 
can get a variety of estimates as to the number of additional people 
who might find homes and a living in this area. At the present time 
as many as 50,000 people make their living in this very fertile and 
handsome area in the north. And I might point out that the Israel 
area, on the other side of the Beisan Plain, is also a very handsome 
area from the point of view of the agriculturist. 

This is perhaps the best land of all. 

This general area is the fairest land in the Kingdom of Jordan. 

In the spring it is a sight for sore eyes. It is beautifully cultivated 
and fertile. There is only one c rop a year now, a good deal of fallow, 
and dependence on this very tricky rainfall, and dependence on the 
flow of the wadis, the floodwaters of which are not controlled. 

The lowest estimate of additional settlers who could find homes and 
opportunities in the valley is about 100,000. The highest is 300,000. 
We do know there are 150,000 acres that might be put under perennial 
irrigation. We do know that there are 65,000 acres which are nov 
cultivated. There is a vast area down here which is not present], 
cultivated or only sparsely cultivated, upon which there are grazing 
rights. Again an adjustment would have to be made in connectio. 
with those grazing rights. 

Mrs. Bouron. Mr. Gardiner, how does this whole thing relate to 
the Lowdermilk plan ? 

Mr. Garptner. It would probably conflict with the Lowdermilk 
plan. I think that is all I need say on the subject of the benefits. 

I think we would be justified by the fact that a great many services 
follow the actual farming family, to hope that you would get 150,000 
to 200,000 refugees. Perhaps a few less refugees, but 200,000 people 
in all. 

I think you have to consider the needs of the nonrefugee popula 
tion in Jordan in this difficult context, in this area. 

There are several different ways in which this result might be 
brought about. Common to all of them are intensive studies of fur 
ther sources of water from wells in the region, from which one cannot 
look for any great things. Common to all of them is the volume of 
the floodwaters. of these wadis including the Zerka, the Ziglag, 
the Arab, the Far’a, and another which is now being closely examined, 
the Wadi Duhleil. 

In Jordan, there is great interest in the possibilities of the con 
struction of a dam at a point on the Yarmuk River. 

The Yarmuk rises in Syria and partly in Jordan and it flows into 
the Jordan about, 4 miles south of Lake Tiberias. Three of its trib 
utary wadis converge at a most spectacular point. There is a gorge 
there that is 1,600 feet across and 800 feet deep and extends for 2 or 
3 miles. It is a stunning bit of country. There the Yarmuk waters 
are completely under the control of Jordan and Syria. The river and 
the railroad form the boundary between Jordan and Syria. One 
might elect a storage dam which would serve two purposes : one, the 
control of most of the floodwater for purposes of irrigation in the 

valley, and secondly at that point, through building a high dam, which 
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ght be as high as 420 feet, one would obtain a substantial additional 
ead of water for power. 

Now, that proposal is being examined on the spot by engineers at- 
tached to the Government of Jordan, financed by point 4 funds, by 
UNRWA funds and by British loan funds. We think we have there 
for that purpose one of the best hydraulic engineering firms in the 
United States, the firm of Harza of Chicago. They have had ex- 
perience in India and Iraq and they are very well known in their 
profession. With Harza, we are in the best possible hands. 

The flow of the Yarmuk River might then be controlled in this 
reservoir and led through a power station at the dam site, a further 
power station at the escarpment, the place where the plateau falls off 
very sharply into the valley. 

Chere might be as much as 50,000 kilowatts of installed power, and 
there would be enough water to be led in a canal which would follow 
he contours of the east bank of the Jordan River, and with various 
feeder canals, would serve to irrigate substantially all of the land 
on the east bank of the Jordan River. 

Discussion off the record.) 

Mr. Garpiner. How does this tie in with the plans of the Israelis 
to control the water ? 
| think I should explain that as a result of the U. N. partition plan 
ind subsequent action, the Israelis now claim the waters at the mouth 
of the Yarmuk, as they claim physical control of all the waters flow- 
ing into Lake Tiberias from the north. 

There is another element in this complex and that is that Lebanon 
ind Syria control, in their turn, the upper sources of the Jordan 
River, but the Israelis can divert and deflect into Israel a very sub- 
stantial portion—substantially all _ water—that feeds Lake Ti- 
berias from the north, and with that water, which would have to be 
led to the plains in Israel by a ec coal, they would hope to cultivate 
perhaps as many as 150,000 or more acres pe rennially. 

The flow of water into Lake Tiberias is approximately 800 million 

ubic meters per annum, and in Tiberias itself, there evaporates 
about 300 million cubic meters of water per annum. 

A suggestion was made about a year ago from a source close to 
- Israeli Government that the proper way to handle this situation 

as to divert all the waters flowing into Lake Tiberias to the south 
in Israel, and to replenish the waters of Lake Tiberias by diverting 
the Yarmuk River into the Sea of Galilee, or Lake Tiberias. 

The Yarmuk flow is approximately 480 million cubic meters per 
vear and it would be convenient to divert the Yarmuk into Lake 
Tiberias because then the natural evaporation would be provided for 
and there would be some water left over for the Arabs and the Beisan 
Plain. That plan would, of course, do complete violence to the 
Yarmuk project. 

I do not like to encumber this record but I would suggest for the 
consideration of the committee, Mr. Chairman, that there be filed at 
this time a statement in the current number of the Middle East 
Journal, a calm and dispassionate statement of possible and wise ap- 
proaches to the problem of the disputed waters of the Jordan. 

Chairman Currerrievp. Mr. Gardiner, will you furnish that for 
the record ? 


52064—53 
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Mr. Garprner. I will be glad to do so, sir. I think that there you 
have an authoritative man talking who has studied the situation on 
the spot and who is concerned not only with the engineering and 
political problems here, but with the moral issues involved. 

(The article referred to is as follows:) 


Tue DisPuTep WATERS OF JORDAN 


(By M. G. Ionides, A. M. I. C. F., formerly Director of Development in the Goy- 
ernment of Transjordan, 1937-39) 


From the end of World War I till 1948, Palestine and Transjordan, being part 
of the former Turkish Empire, were governed under League of Nations mandate. 
the responsible power being Great Britain. The mandatory power’s respon- 
sibilities were exercised through a British High Commissioner over both Pales- 
tine and Transjordan. The clauses in the League of Nations mandate relating to 
the Jewish national home applied to Palestine alone ; Transjordan—i. e., that part 
of the mandated territory which lay to the east of the River Jordan—was ex 
cluded from this provision and remained a purely Arab country, which attained 
full independence in 1946. When the mandate was relinquished in 1948 and the 
State of Israel was established, the Arab Kingdom of Jordan was proclaimed by 
King Abdullah Ibn Hussein, covering the territory formerly known as Trans 
jordan together with certain territories west of the Jordan (including the old 
city of Jerusalem) which were part of Palestine. 
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In 1951 and 1952 both Syria and the Kingdom of Jordan laid complaints against 
Israel before the United Nations in respect of the waters of the Kiver Jordan. 
Syria complained that Israel’s work on reclaiming the marshes of Lake Huleh 
(north of Lake Tiberias) infringed Syrian rights. Jordan complained that Israel 
has been cutting off the supply of water to the Jordan south of Lake Tiberias 
by closing the sluice gates, which are in Israel territory, and by the abstraction of 
water for irrigation. 

The immediate practical issues at stake in these cases are not large. But they 
are the first rumblings of something much bigger, the question of how the River 
Jordan’s waters as a whole shall ultimately be shared between the Arabs and 
the Jews. The Arabs will need all the water they can get to strengthen their 
weak economy and to help absorb the 880,000 refugees, who are still without 
proper means of support, subsisting on charity. The Jews will need all they can 
vet, because Israel is already overstrained and the pressure of her population is 
bonnd to grow. But there is not enough water in Jordan and her tribntaries 
for both. So far, it is true, neither Israel nor Jordan has begun to tap the main 
waters of the River Jordan and its only big tributary, the Yarmuk. So, the 
problem is not yet acute. There are as yet only sma:l abstractions, such as by 
pumping to estates; there is also the Lake Huleh drainage scheme, in Israel, 
which is not big in relation to the total supply of water. But both Jordan 
and Israel have large schemes in preparation to meet great and pressing needs, 
and it is in respect of-these that the dispute will arise. 

Before looking into the future, we must trace the history of irrigation projects 
for the Jordan Valley. It starts 15 vears ago, in 1937; I know of no serious 
studies before that, and there are no traces that the valley was ever extensively 
irrigated in antiquity, as were the other river valleys of those parts—the Nile, 
the Buphrates, the Tigris—where innumerable traces remain of ancient systems, 
But the Jordan is different. Unlike those other, broader valleys, the Jordan is 
in a deep, sharp-walled trough, the Rift Valley, and the plateaus on either side 
are watered by the rain. The climate in these plateaus and down in the coastal 
plain bordering the Mediterranean is very like California. The rain falls in 
the winter and spring, and there is a long dry summer, not uncomfortably hot. 
There are numerous springs and small streams in the hills and the coastal plain, 
with wells and cisterns as well. People could always live in these pleasant hills, 
as they do now, and the pressure of population never obliged them to go down into 
the deep valley and execute big and expensive irrigation projects there. It was 
certainly not due to technical inability; they knew well how to do it. Now, 
however, for the first time in history, necessity calls fer fullest use of the River 
Jordan. 

When Palestine began to be opened up, after World War I, under the British 
mandate, it was to the fertile hills and the coastal plain, not to the deep valley 
floor, that people looked for land, as had always been the case. The Jewish 
national-home policy was based on the assumption that land could be found for 
unlimited immigration, and it soon came to be believed, in the west, that Pales- 
tine and Transjordan were lands flowing with milk and honey, aching for the 
settlers’ plow, with only a few obstinate Arabs selfishly blocking the way. This 
belief grew ; Jewish settlers came in in increasing numbers. But Arab resistance 
turned to revolt, and eventually a royal commission (the latest of a whole series 
of investigations) went out in 1936. In 1987 they published their report and 
recommended partition into Arab and Jewish areas. If this were done, they 
pointed out, there would be several hundreds of thousands of Arabs for whom 
there would be no room in the Jewish area to be partitioned off, who would have 
to be settled elsewhere, mainly in the remaining Arab part of Palestine and in 
Transjordan. Was there room for them? The royal commission recommended a 
hydrographic survey to see how much new land could be developed. 

It fell to me to do this survey in Transjordan, and it needed very little investi- 
gation to show that the only way of providing any substantial new areas of 
land was by irrigation in the Jordan Valley between Lake Tiberias and the 
Dead Sea. I made a preliminary report for the eastern bank which was sub- 
mitted to the partition commission when they arrived in the spring of 1988 to 
examine the royal commission’s partition proposal in more detail. My report 
on this project was not published, but an outline of it appeared in the British 
technical journal Engineering of September 13, 1946. My plan was to divert 
water from the Yarmuk River, supplemented by a feeder canal from the south 
end of Lake Tiberias, the lake itself acting as a reservoir to store up the winter 
floodwaters. It was to irrigate 300,000 déniims (75,000 acres), disposing of a 
regular flow of 507 million cubic meters in a year. Although it was confined to 





1026 MUTUAL SECURITY ACT EXTENSION 


the east bank (the limit of Transjordans’ boundary) it was clearly possible to 
carry water onto the west bank as well, if necessary. Partition was rejected. 
One of the main reasons was that the surveys had shown that there was no truth 
whatever in the belief that there were vast unused resources. ‘The conclusion 
is inescapable,” I wrote, “that the only source of water on a scale large enough 
to affect the capacity of the country to any appreciable extent is from the two 
main rivers of the country, the Jordan and the Yarmuk. And even this would 
provide for only a fraction of the expected requirements.” 

World War Il came. Then, in 1944, Dr. W. C. Lowdermilk published his book 
Palestine, Land of Promise, which outlined a great, visionary plan for a 
Jordan Valley Authority which would create a single unit for development on 
the lines of the TVA. His plan was later elaborated by James B. Hays, who 
described it in his book TVA on the Jordan, pudlished in 1948. In his introduc- 
tion to this book, Dr. Lowdermilk said: “There are few places in the world 
where mankind has a more favorable opportunity to adopt a construction ap- 
proach toward the problem of the common man, removing the basic causes of 
conflict and war by the creation of abundance for all. We can, through this 
approach, make the Middle East a blessed example rather than a breeding 
ground for strife.” Unfortunately, the Lowdermilk project was received by the 
public in a way which had the opposite effect. 

In the first place, Dr. Lowdermilk’s book Palestine. Land of Promise, gave 
a further weighty urge—whether intentionally or not makes no matter—to the 
belief that there was plenty of land and plenty of water in Palestine and Trans- 
jordan for all the Arabs and all the Jews. This was understandable enough, from 
the Zionist point of view. The Jewish national home and the Zionist hopes of 
building out of it an independent Jewish state had become a major political 
issue in London and Washington, and the chances of bringing it off were still 
in the balance. Belief in the existence of vast lands waiting for the settlers 
was almost a sine qua non for this policy. But the Arabs believed it was a 
myth. They were right, as our surveys had shown. Bight hundred thousand 
Arab refugees, of whom in 4 years UNO had succeeded in finding lands for only 
a tiny fraction, are the living proof today, if “living” is the right word. 

In the second place, the Lowdermilk-Hays plan was all too clearly designed 
to benefit the areas of Jewish settlement, the Arab areas figuring as residuary 
legatees. The foreword to TVA on the Jordan, by Dr. Emmanuel Neuman, 
Chairman of the Commission's Palestine Surveys, stated: “The basic conception 
of the Lowdermilk-Hays project is to carry the waters of the north through a 
network of reservoirs and canals to the fertile plains and to the parched but 
potentially rich lands in the southern part of the country.” Again, it was 
understandable that a project prepared by Zionists so suit the needs of the 
Jewish community when the goal of an independent state was established, 
should be aimed at the irrigation of the areas in which the Jews were inter- 
ested. But it could hardly be expected not to arouse the instant antagonism 
of the Arabs: especially since the basic concept was to take as much as possible 
of the Jordan’s water right of Jordan’s own valley and away from the people of 
it and run it over the watershed of the basin to irrigate lands far away. 

Tt is true that the nlan suggested, in nrinciple, that half the waters of the 
River Yarmuk should be left for Transjordan (the Yarmuk is the Jordan’s main 
tributary), but only as a subsequent stage in the scheme, and for a dam to irri- 
gate the lower valley lands near Jericho. “However,” say Mr. Hays’ report 
TVA on the Jordan, “the recovery of the remaining Jordan waters must await 
the completion of the previous irrigation works and diversions for the river, 
which will enable a more accurate determination of what is left in the Jordan.” 
The intention to take every possible drop of water out of the upper Jordan and 
use it outside the valley for the Jewish settled areas, and then see what was left 
over for the people of Jordan’s own valley, could not have been more badly 
expressed. 

The version of the Lowdermilk-Hays project I have been discussing was, 
of course, published long before the establishment of Israel in 1948, but it 
was adopted as a guide to Zionist thinking in the years leading to that event. 
Dr. Emmanuel Neuman says in his foreword to Mr. Hays’ TVA on the Jordan 
that in the United Nations resolution of November 29, 1947, in favor of partition, 
“the Jewish State was awarded an area embracing the upner reaches of the 
Jordan in the north * * *. Thereby the opportunity was given for carrying out 
the basic conception of the Lowdermilk-Havs project * * *.” In the event. when 
the State of Israé] was proclaimed in 1948, Israel did in fact secure access to 
the Jordan’s headwaters, and the Lake Huleh. This gave her physical access 
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to the areas she needed to execute the “basic concept’ of the Lowdermilk-Hays 
plan, the irrigation of the coastal plain. She also secured possession of the 
southern outlet to Lake Tiberias. There was now in 1948 and onward a clear 
division of interests in the waters of the Jordan. Jewish aims became concen- 
trated even more clearly in the coastal plain; Arab interests in the Jordan 
Valley. The Kingdom of Jordan and the State of Israel began to plan separately. 

The Government of Jordan called in a British firm of consulting engineers, 
Sir Murdech MacDonald and Partners, to reexamine and improve my own 1988 
project. They prepared, and published in 1951, a scheme for irrigating both 
sides of the valley between Lake Tiberias and the Dead Sea. It was based on 
the assumption that a joint Israel-Jordan scheme would some day be possible. 

It therefore provided for irrigating the whole floo. of the valley, part Arab, 
part Jewish. Lake Tiberias would be used as a reservoir, in the joint Arab- 
Jewish interest, to store the excess floodwaters both of the River Jordan, and 
its tributary, the River Jarmuk, for use in the summer when the natural 
supplies are at their ebb. There are various possible ways of bringing the 
waters under control, and other methods are now being explored by the point 4 
engineers; it is not my purpose here to discuss the technical details. The 
essence Of my project, of the Murdoch MacDonald project, and of the more 
recent point 4 project is the same: To irrigate the floor of the valley between 
Lake Tiberias and the Dead Sea. I give the general title “Jordan Valley proj- 
ect” to this broad purpose, to which the present discussion relates. 

Israel proceeded on the Lowdermilk-Hays “basic concept.” There are various 
ways of fulfilling this, but the essence of them all is to lead the water out 
of the Jordan Valley into the coastal plain and the Negeb. I give the general 
title “coastal plain project” to this purpose, contrasting sharply with the Jordan 
Valley project. I know of no officially published plan, but a seemingly authorita- 
tive account appeared in Engineering News Record for March 22, 1951. It was 
by the editor, Mr. Waldo G. Bowman, dated Jerusalem, February 14, 1951. He 
described several stages through which development of the coastal plain is to 
be achieved. A hydroelectric power scheme is included. “What might be called 
a fourth stage of the water-development program contemplates a 25-mile tunnel 
to carry water from the Mediterranean Sea near Acre across the country into 
Lake Tiberias at a 700-foot lower elevation. The powerplant would be located 
on the lake shore. Other powerplants have been contemplated along the Jordan 
River, which joins Lake Tiberias with the Dead Sea, located an additional 
600 feet below sea level. But these are merely indicative of what might be 
done under peaceful world conditions. At present all the sites are in Arab 
territory under the control of Transjordan.” The transit of the water from 
the Mediterranean Sea to Lake Tiberias might be by tunnel or by pump- 
plant and conduit. “Each of these power schemes,” says Mr. Bowman, “is 
predicated on taking for irrigation all of the fresh water that now flows down 
the Jordan River and replacing it with salt water from the Mediterranean.” 
Lake Tiberias would therefore become a salt lake; its sweet waters and those 
of the lower Jordan, where Jewish interest is now small but Arab interest great, 
would be polluted. 

We can now crystallize the main elements of this problem of sharing the 
Jordan’s waters as they look today: 

(a) The Kingdom of Jordan has about 470,000 Arab refugees who fled 
from Israel. Their former lands are now occupied by Jews. The only way of 
making any big impression on their settlement in the Kingdom is by a Jordan 
Valley project. 

(bd) Israel has brought in hundred of thousands of new immigrants. As 
Mr. Waldo G. Bowman said in his article, “Israel, like India, must stake its 
future on water. But, unlike India, which could go along at its present 
standard of living without much more water, Israel will collapse under the 
weight of its immigrants unless they get water to make the land produce.” 
The only way for Israel to get water on a big scale is by a “coastal plain 
project.” The Jewish immigrants also need all the water they can get. 

(c) There is not enough water for both the Jordan Valley project and 
the coastal plain project. 

So far, the major dispute has not yet been joined. But it is clearly fore- 
shadowed. The outcome will depend much upon the attitude taken by the 
Western Governments, especially of the United States and the United Kingdom. 
How ought the water to be shared? How much ought to go to the (Arab) Jordan 
Valley project and how much to the (Jewish) coastal plain project? Suppose an 
impartial arbitrator had to decide, how would he judge it? What criteria would 
he apply? 
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It would be good indeed if it were possible to think that an arbitrator could 
decide on the precedents of international law. This, at any rate, is the starting 
point for discussion. The problem was reviewed by Prof. H. A. Smith, a Britis! 
international lawyer, in the October 1949 number of International Affairs, the 
quarterly bulletin of the Royal Institute of International Affairs of London. He 
found the most helpful precedents in the United States, especially in a case be 
tween Kansas and Colorado decided in 1907. “The subject matter of the disput 
was the Arkansas River, which flows for 280 miles through Colorado before 
entering Kansas, the complaint of the latter State being that a large irrigation 
project undertaken by Colorado would exhaust the river to such an extent that 
scarcely more than a trickle would cross the border between the 2 States. Kansas, 
the plaintiff State, asked the Court to decide according to the private law rule 
of riparian rights, which forbids an upper riparian owner to interfere to any 
serious extent with the flow of water which would naturally reach the owner 
of the lower land. In effect this would mean that Colorado could never unde 
take any large scheme of irrigation in her own territory. The argument for the 
defense went to the opposite extreme. Colorado took her stand upon the principle 
of absolute sovereignty and maintained that as sovereign she was entitled to do 
exactly as she pleased with the whole of the water upon her own territory. This 
meant that she claimed the right, if she thought fit, to use all the waters of the 
river in her own territory and thus turn a large area of Kansas into a desert.” 

All this was faulty reasoning which, says Professor Smith, failed to mislead 
the Court, “and the judgment is an interesting example of a correct decision 
being reached by rejecting the arguments put forward on both sides. In effect, 
the Court was compelled to find its own principle of decision without help from 
either of the parties, and the basic principle of the judgment was expressed in 
the words ‘equitable apportionment of benefits.’” Professor Smith concludes 
that this “and other judicial decisions have a negative value insofar as they 
make it clear that in such cases there are no absolute legal rights on either side. 
But this is really equivalent to saying that these disputes are not suitable for 
settlement in courts of law. Legal tribunes may decide that the apportionment 
should be ‘equitable’ but it is beyond the competence of legal learning to decide 
what should be the fair shares of two independent States in the same waters.” 

If we accept this view and follow the Colorado-Kansas judgment, an arbitrator 
would reject any claim that Israel, the upstream state, is entitled to do exactly 
as she pleases with the whole of the water on her own territory. He would also 
reject any claim by the Kingdom of Jordan that Israel must not interfere in 
any way with the flow of water which now flows down to Jordanian territory 
It is difficult to imagine that an arbitrator who adopted this position could award 
Israel the right to execute a scheme “predicated on taking for irrigation all the 
water that flows down the Jordan River and replacing it with salt water from 
the Mediterranean”; or that he could support a claim by the Kingdom of Jordan 
that no water must be diverted by Israel. And having reached that decision, 
he would have to decide how much of the water should go to each. How would 
he proceed, what criteria would he apply? He would first have to take into 
account another clear principle, upon which the Jordan Valley project worked 
out by Sir Murdoch MacDonald and partners was based: “The general principle, 
which to our mind has an undoubted moral and natural basis, that the waters 
in a catchment area should not be diverted outside that area unless the require- 
ments of all those who use or genuinely intend to use the waters within the area 
have been satisfied.” 

The arbitrator would see that most of the Coastal Plain project lies outside 
the watershed of the Jordan Basin; not all the Lake Huleh scheme and other 
areas are within the watershed. On the other hand, the whole of the Jordan 
Valley project is within the valley, planed to meet the requirements of the people 
who live in that part of the valley, Arab and Jewish according to the lie of the 
land. If he were guided by the general principle stated above, he would be 
bound, in my view, to relate the apportionment of the waters to the irrigable 
lands within the valley: and to take the view that no claim to a share could be 
generated by lands lying outside the watershed, i. e., in the Coastal Plain, unless 
there were a surplus left over after satisfying the prior claims of lands lying 
within the watershed, whether Jewish or Arab. He would plot the areas capable 
of irrigation from the Jordan waters within the valley, including the Yarmuk 
tributary, on the assumption that a joint Arab-Jewish project to make the fullest 
possible use of the waters was contemplated. If the available water enabled all 
these lands to be irrigated, part would be Jewish, part Arab, according to the 
natural lie of the land, and the amount of the respective shares in the water 
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would thus be automatically settled. If there were an excess of water, he would 
probably allocate it to Israel since she is technically able to use it in the 
Coastal Plain, 

Once the shares had been calculated by this process, in terms of the propor- 
tions of the total water supplies, it would be for each state to decide for itself 
now it wished to use the water. If Israel decided that she did not wish to use 
her share in the Jordan Valley, but to devote it all to her Coastal Plain project 
that would be for her to decide at her own discretion. All I am dealing with 
here is the method by which an arbitrator might decide how the respective shares 
would be calculated. 

Unfortunately it can never be as simple as this. The process I have outlined 
starts with a legal principle, passes on to a general natural or moral principle, 
and goes on through a logical and technical course to a rational result. It will 
not be like that in practice, even assuming that relations between the States 
hecome amicable enough to make a settlement possible at all. There are other 
big factors which no arbitrator could omit in arriving at an “equitable appor- 
tionment of benefits.”” He could not reasonably leave out of account the circum- 
stances in which the state of Israel was established, and in which the Arab 
refugees fled from their homes. 

It was of the essence of the policy of establishing a Jewish state—a policy 
backed by men of the highest integrity in both the United Kingdom and the 
United States of America—that it should be a place to which Jews might go 
reely from all over the world. Industries might expand in Israel to provide 
work for the immigrants, but agriculture must also expand, and more water 
for irrigation was bound to be essential. It could only come in substantial 
quantities from the Jordan. It could therefore be cogently argued by Israel 
that the assumption that water could be taken from the Jordan for the Coastal 
Plain project to provide new land for immigrants was a necessary implication 
in the policy of establishing Israel. She would undoubtedly argue that the 
right to take water must be considered as having as full a sanction by the weight 
of world opinion as had the establishment of the state itself; that the two are 
inseparable. 

On the other hand, it could not possibly be reconciled with the principles 
of UNO or with any conception of equity or humanity that a partition of 
Palestine should be arranged which left homeless the Arabs, who would be 
obliged to leave the Jewish part. When partition was examined in 1937-38, 
as I have explained earlier, it was obviously necessary to be satisfied that the 
Arabs who would have to leave the Jewish area to make room for new Jewish 
immigrants could be settled. An arranged partition was unthinkable other- 
wise, The Jordan Valley project was the biggest contribution in sight, inade- 
quate though it was. This project antedated the Lowdermilk scheme by 5 or 6 
years. The Arabs could argue, also most cogently, that a project worked out 
for the express purpose of providing for resettling Arabs obliged to leave a 
Jewish state if partition took place should be used for that purpose now that 
partition has in fact taken place. The Jews have already seized possession of 
the agricultural lands from which the Arabs fled in 1948; how could the world 
now support Israel (the Arabs could argue) in depriving those same refugees 
of one of the few hopes of resettlement, in favor of Jewish immigrants of the 
future? 

There are other factors that would have to be taken into account as well. 
All I am attempting here is to give an account in broad terms of the three 
major ones. First there is the legal principle of “equitable apportionment 
of benefits.” Second, the natural or moral principle that the waters of a river 
should go primarily for the benefit of the people who live in its own valley. If 
that were all, an arbitrator’s task would be comparatively simple. The third 
factor, politics, makes settlement impossible at present. Nor is it just the local 
polities of two conflicting national interests. It is part and parcel of the wide 
division of opinion, throughout the world, on the Arab-Israel problem as a whole. 
It follows that a grave responsibility rests upon the other nations, particularly 
upon the United States and the United Kingdom. 

Even though the main dispute about the waters has not yet arisen, it is still 
possible for something to be done. It should be our hope that both Israel and the 
kingdom of Jordan will insure that whatever projects they are working on now 
should be so planned that they will fit technically into a joint scheme which 
will, at some future date, make the fullest possible use of the waters of Jordan, 
which entails, among other things, using Lake Tiberias as a fresh-water reser- 
voir. Secondly, it should be our hope that both the kingdom of Jordan and 
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Israel will make it clear that any waters they may divert in the meantime, 
pending a settlement, will be without prejudice to a final settlement; that is, 
that such diversions will be regarded as still belonging to the whole pool of 
waters which will ultimately fall to be shared. 

There is one other thing that could be usefully done now. It would be of 
the greatest benefit if a U. N. ageney could collect, sompile, and publish authori- 
tative records of measurements of the waters of the Jordan, and maps showing 
those areas in the valley which are reasonably capable of useful irrigation, 
These data would be the technical basis of any attempt to adjudicate, and since 
world opinion will count for much in this issue, the sooner the world has 
authoritative facts to study the better. 

Mr. Garprner. It would not accord with my morals to say, “Arabs, 
you go live in Jordan. We have moved people in from Europe,” and 
remember that we have plans in Israel to use substantially all of the 
Jordan waters, so that Israel can become viable.” 

As the Secretary testified before this committee 2 days ago, we have 
something that should be worked out and must be worked out on a 
basis that makes sense. I do not think we can come to this committee 
with a program for the Near East which would involve an expendi- 
ture by Israel of $45 million for a diversion canal; an expenditure 
by Jordan of $50 million for a dam and a reservoir on the other side; 
a situation where the Jordan River then runs salt, because all this 
Yarmuk water has been taken south by the Jordanians, and all the 
upper water has been taken south and west by the Israelis, when, ap- 
parently, it would be possible, for the sake of a very much small struc- 
ture by way of dam construction at the outlet of Lake Tiberias, to store 
all the floodwaters of all the tributaries in Lake Tiberias and lead 
canals by gravity from Lake Tiberias down the west bank of the Jor- 
dan and the east bank of the Jordan and do the whole thing substan- 
tially cheaper. 

Those things are having closest attention. Time is pressing. As 
soon as we can put people to work on these canals and as soon as we 
can put people to work on these Wadis, and on a diversion of the waters 
of the Yarmuk regardless of storage, we will have more water, we 
will have more people working, and we will have started to prove 
our interest in construction for the Arabs and the Arab refugees, and 
we will have at least made a step toward the solution of a living for 
the additional 800,000 people who have come into this area. 

(Discussion off the record. ) 

Mr. Garorner. I will promise you this, that these people are so poor 
and the countries are so poor, that unless this project is financed 
through United Nations funds which will largely be supplied by the 
United States and to a lesser extent by Great Britain, it will not come 
off at all. I would be very glad to take cross-examination on that 
point. I am convinced of it, and I think when we come here and ask 
for that kind of money, that we come quite legitimately. 

(Discussion off the record. ) 

Mr. Garptner. Now, I would also like to point this out, and I think 
it is very pertinent in connection with our present request for an au- 
thorization of $30 million of additional funds as contribution to the 
refugees. 

We cannot go out and negotiate and work out projects of this kind 
unless we know we have the full support of the Congress. 

If we went out there in advance of an appropriation and negotiated 
and partly committed the United States or the United Nations to 
works of this nature, we would be subject to the most severe criticism. 
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Indeed, we would be told it was illegal, that we could not talk projects 
of this nature until we had cleared ‘them with the Bureau of the 
Budget and the Congress. Unless we have in the administration a 
vote of confidence that you want this kind of thing done, and that*you 
trust the administration to do it, and that you give evidence of that 
interest and that trust by an appropriation, I do not know where we 
stand. 

We have on hand in the funds of the United Nations agencies as 
of December 31, 1952. * * * They are all accurate as of today except 
to the extent that pledges have been translated into a cash and pros- 
pective payments have turned into actual payments. 

This is the picture: 

We had in cash balances of the United Nations agency $8.5 million. 
We had pledges from the United States and the U Jnited ‘Kingdom and 
others which were not yet paid in as of that date in the amount of $91 
million. Our total assets, January 1, 1953, $100 million. 

Now, offsetting those assets for the next period, we book a relief bill 
for the second half of fiscal 1953—the first half of this calendar year— 
of $12 million, and a relief bill for next year of $24 million or a total 
of $36 million. 

We also have the following program obligations: $51 million in Jor- 
dan, of which $40 million is earmarked for the Yarmuk under terms 
which I would like permission to describe more fully, and $11 million 
for miscellaneous projects. 

For Egypt we have $30 million. That program agreement has 
been approved by the Council of Ministers of Egypt, but it is not yet 
signed. 

I was informed yesterday by high authority in the Egyption Goy- 
ernment that as he sees it, this is going to be undertaken by the Ex gyp- 
tians. If the committee wishes I will be glad to review that project 
later. 

(Discussion off the record.) 

Mr. Garptner. There are other minor commitments of these funds: 

2 million for Libya, and $7 million for miscellaneous items. That is 
a total project commitment of $120 million. And added to the relief 
item, you get offsetting your $100 million funds, total prospective ob- 
ligations of $156 million. 

“Now, ver y frankly, we are not going to disburse that money nearly 
as quickly as we would like to. You know that and I know that. I 
am not kidding anybody about it. It is going to take 8 or 9 months 
to design this canal diversion in the Jordan-Yarmuk area. You are 
going to then have to let a contract for construction. The best esti- 
mate there now that we have from Jordan for the construction of the 
canal and storage facilities is that it would take 2 years. However, 
in that process you do immediately reduce your relief burden and you 
do start employing these labor battalions in which your interest, I 
know, is very great. 

We have already employed a labor battalion of 1,000 workers to 
build an access road on the Yarmuk to that site. If that access road 
does not eventually require use as an access road to that site, if the de- 
cision is made not to build the Yarmuk dam, we still have not wasted all 
our money because the road does serve an agricultural district on its 
route, and also the route to the Maqarin station. 
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There is our statistical basis. We come to you and we say that it 
is quite likely that in the course of the coming fiscal year we will ne- 
gotaate still more projects, and would you please then give us an au- 
thorization for $30 million so that if we do reach the point of requiring 
those additional funds to back up this agency, we will be able through 
a deficiency appropriation, to come to grips more quickly on the cou- 
gressional side than we will if we stand in the queue of mutual secur ity 
legislation. That is the only case, Mr. Chairman, that I can make. 
But I submit that positive action, affirmative action in giving us that 
authorization, would serve at least as a vote of confidence in the work 
that these devoted United Nations people are doing for us against 
great odds and also would prevent possible retardation of the program 
at some later stage. I quite understand this is an unusual request but 
we make it in all sincerity and if it is acceptable to the committee and 
to the Congreess, I know that it will help this program. 

Chairman Cutrerrietp. Are there any questions? 

Mrs. Keuty Is this 30 million you are speaking of, section IV, sub- 
section (C), that $30 million for UNWRA is a requested authorization 
but not to appropriated at this time? It is on page 11. 

Mr. Garvrner. I think so, Mrs. Kelly. I have not got the paper. 

Mrs. Keitty. Why do you desire the authorization and not the ap- 
propriation ? 

Mr. Garprner. We do not desire the appropriation on this, Mrs. 
Kelly, because as I indicated, we estimate we have substantial funds 
on hand. 

Mrs. Kexiy. That is the one? 

Mr. Garprner. That is the one. It is page 11. It is IV C2. 

Mrs. Keixty. How much did you say you had in carryover from 
the previous authorization and appropriation ? 

Mr. Garprner. The carryover from 1953 appropriations which 
total $60 million, is $44 million, Mrs. Kelly. If we do not carry that 
over, we are ruined. We cannot go ahead. 

Mrs. Ketiy. You have $44 million carryover? 

Mr. Garpiner. That is correct. 

Mrs. Ketiy. Now, you have asked for the $30 million authoriza- 
tion? 

Mr. Garpiner. Yes; but we will not go to the Appropriations Com- 
mittee until we really need the money. 

Mrs. Keiiy. Out of that $44 million, how much of the $44 million 
have you obligated for these projects? 

Mr. Garprver. I think we can say we have it all on these project 
lists that I gave you and that we have it substantially all at the pres- 
ent time matched by other contributors to this fund. 

Mrs. Ketiy. Who are the others? 

Mr. Garprner. The largest other contributor, Mrs. Kelly, is Great 
Britain. Great Britain is putting in about 21 percent of the total, 

The record shows that we testified that we intended to limit our 
voluntary contributions to this fund to no more than 70 percent of 
the total. As of May 1, our actual share of contributions has been 
61 percent of the total. A total of 47 nations have contributed to 
this fund. Viet-Nam has contributed to this fund. 

Mr. LeCompre. We are contributing 70 percent? 

Mr. Garviner. We have said we would contribute more than 70 
percent. 
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Mrs. Ketiy. How long ago was that? 

Mr. Garprner. That was our testimony last year and if my recol- 
lection does not fail me that was our testimony the year before. 

(Discussion off the record.) 

Mrs. Ketiy. May I ask why the United States does not sponsor 
these en alone ? 

Mr. Garprner. Because, Mrs. Kelly, we feel that this is a United 
Nations problem. We would like to help the United Nations work it 
out. Secondly, we do not go it alone because through operating in 
United Nations channels, we have been able to obtain, to date, 39 
percent of the total fund from other sources, and that I do not think 
is something to be sneered at financially, and we do enlist worldwide 
interest in a problem which is a world problem. 

General Smith testified on this subject before the Senate and he 
urged that this be centinued as a United Nations program. I think 
there are many advantages. I do think it is helpful to associate our- 
selves with British, French, and the smaller European countries. We 
have found it very advantageous to have certain operations of the 
agency conducted not by an American, a Frenchman, or a Britisher, 
but by nationals of other countries. 

If we come to you with a program where by not going it alone we 
give you a discount of 39 percent, to date, I think that that gain is on 
the credit side of the record, Mrs. Kelly. 

Mrs. Ketxy. The contribution by other nations is added to the 61 
percent that we have. 

Mr. Garprner. Yes; and that makes 100 percent. 

Mrs. Ketiy. You had planned not to go higher than 70 percent ? 

Mr. Garvrner. That is correct. 

Mr. Vorys. I would like to say Mr. Gardiner has ably answered any 
questions I might have had. 

Mr. Garprner. If you hold it to 33144 percent the thing obviously 
collapses. 

I would like to explain how the agency is run. We were very con- 
cerned about this. We have established a constitution of the agency 
which has stood the test of 3 or 4 years. 

It is run by a director whose responsibility extends directly from 
the General Assembly of the United Nations, and he is free under 
UN rules and regulations to select his staff. He is advised by a com- 
mission called an advisory commission, on which originally the United 
States, Great Britain, France, and Turkey sat. To that commission 
there have been recently added three Arab states. In that way we 
have enlisted the interest at least of certain elements among the Arabs 
in the success of this program. These men are committed to the 
success of the program. 

Mrs. Boron. Which states are they ? 

Mr. Garprxer. The three states are Syria, Egypt, and Jordan. 
They have a commission meeting once a month, and they are in con- 
stant touch with the director. 

Now, if the director wants money for one of these projects he has 
to explain why to an American who is sitting as a member of the 
advisory commission, and that American reports back to us and we 
correspond with him and we know directly in our bureau what is going 
on in this program and we hopefully try to give an account of it to 
you through this mechanism. It is as simple as that. 
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Mr. Byroade is one step removed from the direction of this agency, 
and through the activities of the American representative to that 
agency, we would hope that the work of the agency would have more 
than a slight relationship to our bilateral programs in the region. 

(Discussion off the record.) 

Mr. Smirx. I can show you a dozen projects that have been knocked 
out of appropriations bills on the floor, for communities that wanted 
a certain number of projects, all necessary. But they have been cut 
out. For us to take the position on the floor that you must have all of 
the 70 percent now, is rather contrary to the attitude of the House 
membership. 

Mr. Garprver. We have not asked for that, Mr. Smith. If I may 
recollect, a resolution did pass in the General Assembly with our 
agreement, and the agreement of the Arabs, calling for a program of 
$250 million for relief and rehabilitation and at that time our delega- 
tion—I think Mr. Vorys was in Paris at the time that program was 
passed—undertook to try to seek contributions from Congress in sup- 
port of that program, and at that time, we said we intended to limit our 
contributions to no more than 70 percent. The last pledge to the pro- 
gram budget was made by Senator Wiley, the chairman of the Foreign 
Relations Committee of the Senate. 

I quite agree with you that you have great responsibility considering 
the extent of our national resources, but I also submit to you, sir, 
that it was the will of the American people that immigrants should 
come from abroad into this area and the American people have ex- 
pressed that will through actions of Congress, that date back 30 
years. Now, this, my friends, is part of the cost, and it is only part 
of the cost. Because you have a cost on the other side of the border 
as you well know. 

Mr. Smirx. How many million dollars are going into these power 
projects in Jordan and Syria which you say are contemplated ? 

Mr. Garprner. Mr. Smith, no millions are yet committed to the 
power projects. 

I have a very brief agreement here which I would like to read into 
the record as to what has been agreed to up to date between the agency 
and the Kingdom of Jordan. We have agreed to put nothing into 
power projects. If there were a power project, I think it is quite 
likely that the prime beneficiary would be Syria, and I think if 
Syria wished that power, that there might be alternative ways to 
finance the power, rather than through funds intended for the Arab 
refugees from Palestine. 

This, sir, is the extent of the agreement to date between the United 
Nations Relief and Works Agency, and Jordan, in terms of the 
development of the Jordan Valley. 

The Jordan Government has agreed : 

(A) To facilitate the completion of economic and engineering surveys and to 
supply the essential information required in order to determine whether or not 
the Yarmuk-Jordan Valley project shall proceed ; 

(B) If it is the result of the survey that the decision to proceed is justified, to 
negotiate major project agreements by December 31, 1953, defining among other 
things the amount of money to be committed by UNRWA and the number of 
refugees to be employed and self-support opportunities to be made available; 
and 


(C) To enact all the necessary legislation and regulations to cooperate with 
UNRWA in all appropriate ways, with a view to the maximum self-support of 
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refugees in all states and the furtherance of the general and specific object of 
the scheme, 


The United Nations Agency has agreed: 

Pending the completion of the surveys referred to, to preserve up to $40 million 
to the period December 31, 1953: 

(B) If it then be decided to proceed with the plan, to negotiate project agree- 
ments entailing the definite commitment of funds; and 

(C) The amounts to be reserved or committed will be related to the number 
of refugees to be removed from the ration rolls in accordance with the project 
igreements. 

Mr. Smiru. Negotiations for this project have not been completed 
to this time? 

Mr. Garptner. The negotiations have not been completed, no; and 

e have not yet come to grips with this very vital problem of the 

ater, and we will be informed, and fully informed, during the course 
of the summer. The Secretary expressed his interest in working out 
, joint proposal which would be in the best interests of all concerned, 
and which would, we hope, be most economical under all the circum- 
stances. 

Mr. Smrru. And yet you are asking us to make this authorization, 
notwithstanding that there have been no definite agreements worked 
out. 

Now, of course, we would have to go along on faith, would we not? 

Mr. Garpiner. Mr. Smith, we are between the devil and the deep 
blue sea as we are asking you to go along on faith and we are hopeful 
that there will be still further projects beyond those which I detailed 
to you when I set forth the total financial position. 

I do not want to repeat my testimony, but suppose we go out to some 
other country, for example, Iraq, and there is an $80-million project 
and they really will talk turkey to us: Can we negotiate that project 
without the blessing of the Congress? I am afraid we cannot. Tam 
afraid we cannot encourage UNSWA to go ahead with that agreement 
unless we are at a point where we are much closer to our money, As 
[ observe this thing, the whole legislative process, as you know it, is 
on an annual basis here but there is a further complication because of 
our General Assembly legislation which is part of this U. N. process, 
and the time table stretches out to very great lengths. Yes, we are 
asking, please, for a grant of authority, for faith in the executive 
branch, to help the United Nations conduct this program in such a way 
that progress in solving this great problem will not be retarded. 

Mr. Smrrn. Of course, we have been doing that for a good many 
years and I for one would like to see a change i in approac h, because it 
has not gotten us too far. 

Thank you, Mr. Chairman. 

Chairman Currrrrietp. Mr. Bentley, do you want to ask a question ? 

Mr. Benttey. Mr. Chairman, I apologize for getting here late but 
did I understand the gentleman to say that he is talking about a United 
Nations project ? 

(Discussion off the record.) 

Mr. Garprner. Well, my point was this, sir. I think unless the pro- 
gram is conducted as it is now, on a voluntary basis, with the United 
States contributing a fairly substantial percentage, we might as well 
drop it altogether, because if you did limit the United States contribu- 
tion to a given percentage, it would cease to be a United Nations pro- 
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gram and you would be left either with two alternatives—drop it, 
or go italone. I think it is better to work on the United Nations basis 
and get as much support as we can from our friends in the United 
Nations. 

(Discussion off the record.) 

Chairman Cruirrrrietp. Mr. LeCompte. 

Mr. LeCompre. Mr. Gardiner, you contemplate a 70-percent contri- 
bution from this country ? 

Mr. Garpiner. Mr. LeCompte, we have contemplated we would not 
furnish more than 70 percent and we have now contributed only 61 
percent. If we can hold this to 50 percent, we will do our best to do so, 

Mr. LeComprer. Of course, you realize there are billions of dollars 
worth of authorizations right in the United States for flood contro] 
and power and rec lamation, for which the Congress has not been able 
to find a dollar—projects that have been recommended by the Army 
engineers ¢ 

Mr. Garpiner. I understand that, sir, but I also conceive that we 
have a stake in the Middle East, which can be related to commercial 
interests and the supply of oil; which can be related to strategic inter- 
ests in airbases; which can be related to transport interests; which 
can be related to the defense of the whole area. 

I also know that we are held to blame for this seething problem of 
humanity. 

Mr. LeCompte. Are we altogether to blame? 

Mr. Garprner. Well, 1 do not know whether we are or not, sir, but 
I do know that it has been the decision of the United States ‘Govern- 
ment for at least 30 years to establish a Jewish National Home in 
Israel and it is partly the result of those decisions. You have intro- 
duced into the area another 800,000 people, and it is a poor area, and 
these people will not be able to make their living unless there are 
reclamation and irrigation projects. 

(Discussion off the record.) 

Mr. LeComrpre. Of course, I was of the opinion that the same 
amount of money in certain places in the United States would pro- 
duce lots more food. I have seen that area you are talking about. As 
you say, it is partly salty. 

Mr. Garpiner. Well, we do know, sir, that the Arab is a good and 
hard-working farmer. I do not know whether it would be better to 
spend the money in growing the food in this country and shipping it 
abroad to the refugees—if that were the alternative. I think I would 
decide, not on the ‘basis of dollars and cents, but on the basis of wis- 
dom, that it is better to have those people working and producing 
their own food than depending on supplies of food from abroad, and 
not rotting out their souls in camps. 

Mr. LeCompre. Only one more question, though, or remark: No 
matter how good your plan is, you do not have any plan for raising 
the money. 

Mr. Garptner. Well, we have already, sir, received support in the 
Congress for this program. It is not a new program. We have been 
plugging away as hard as we could, as you well know, for nearly 4 
years now. We think we are getting to the point where things are 
turning our way and these governments will talk business with us in 
the way of rehabilitating refugees. 
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Unless we have the funds and the blessing of the Congress, we can- 
not-go out and talk firm projects to these countries, and you would not 
want us to because that would be a usurpation of authority. 

I am afraid we have a situation where to be effective we have to 
ask you for an appropriation of money although we are not going to 
spend it the next day. 

Mr. LeCompre. Money that we do not have. 

Mr. Garprner. I can only say I am trying to explain as best I can 
a problem in the Near East which is of concern to our security in- 
ierests. If we cannot afford to protect those security interests, that is 
a decision which I would leave to the Congress, who are my superiors 
and my bosses. 

But my duty, sir, is to tell you what we think can be done, what 
we hope to do, if in your wisdom you decide it is in the American 
interests to do it. 

Chairman CurperFietp. I hope we can bring this part of it to a 
close so we can proceed. We have a number of matters we want to 
take up this morning. 

Mr. Javits. I will just take 2 minutes if I may, Mr. Chairman. 

Mr. Gardiner, you Save placed a great emphasis on the problem of 
the Arab refugees and I think that is proper. 

Is it a fact, however, that this is not the only problem which keeps 
the Near East in ferment and that the struggle between the Arab 
states and Britain, as well.as the whole ultranationalist agitation and 
extremely low standard of living and high disease rates there are 
keeping the area in the condition which it is? 

Mr. Garptner. I think this is a symptom of the other conditions. 
If it were a perfect area as well organized as the United States you 
would absorb the 800,000 and would have done it long since. But 
the refugee problem sticks out like a sore thumb, as you well know. 
I agree that this is not the only problem, but I think it is a big 
problem, and I do not think it is one from which we can disasso- 
ciate ourselves. 

Mr. Javirs. Is it not the fact that the whole United Nations plan 
for Palestine collapsed in these respects: There was to be another 
state, an Arab state, in Palestine, and that state has not been organ- 
ized. But that other Arab states, to wit, Egypt and Jordan, have 
actually taken the territory which was supposed to be that of the new 
Arab state. Is that correct ? 

Mr. Garpiner. It is true, sir, that Egypt and Jordan are now in 
control of those areas, and Jordan has annexed, if you like, Arab 
Palestine. 

Incidentally, Mr. Javits, my research indicates that the Gaza strip 
was allotted to the Arab state. 

Mr. Javirs. I think the record should be clear that just as there 
have been armistice agreements which have extended Israel’s borders 
to more than they were under the United Nations decision, so also 
has the whole United Nations decision been invalidated by the seizure 
and annexation of what was to have been the Arab state, and insofar 
as Jerusalem is concerned, as I understand it, it is completely up in 
the air. 

Mr. Garptner. We viewed that history, and I think the record 
of the hearing a week ago will indicate that I testified that the case 
of the Israelis was that this plan had been attacked by the Arabs. 

33064—53——66 
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Mr. Javirs. The only thing I was adding is that what was to have 
been the Arab state in Palestine, that that territory, or a good part 
of it, has been taken by other Arab states, and that there is just 
nothing left of that proposed state now. 

Mr. Garprner. That is correct, sir, as is indicated on this map. 

(The following statement has been submitted for inclusion in the 
record at this point :) 


THE JUSTIFICATION OF IRRIGATION PROJECTS IN THE NEAR East 
THE PROBLEM 


For many years to come the Near East must depend largely upon agriculture. 
In the northern Arab countries, for example, the sole great resources are the 
rivers crossing vast stretches of arid land. 

The first and basic need of the area is to feed its own peoples. This has been 
made vastly more difficult for the area by the 800,000 Jewish immigrants from 
abroad, and the displacement of a virtually equivalent Arab population. This 
has led to the need not only for the intensive development of Israel, but 
also to competition for the meager land resources and few employment opportuni- 
ties in the Arab states. The region was able to provide only a bare subsistence 
for most of its former residents, and only the existence of the large-scale relief 
program administered by UNRWA has prevented widespread starvation. 

Competent studies, such as those prepared by the United Nations Economic 
Survey Mission for the Middle East, by private organizations, and by the govern- 
ments themselves, are agreed that with few exceptions the soil and the climaic 
of the area, together with the water available, are well suited not only to the 
coarse grains which are now grown out of necessity, but also to industrial crops 
that could make an effective contribution both to the area and to the free world 
asa whole. Eventually, a potential can be developed to create agricultural sur- 
pluses to help feed the deficiency areas of Europe, while at the same time 
generating the foreign exchange needed to purchase manufactured goods. 

The key to the problem lies in irrigation and intensive farming, backed by 
adequate storage facilities. At the same time, the water storage installations 
necessary for irrigation can provide the hydroelectric power which can serve as 
a basis for the development, over a period of years, of manufacturing industries. 

Water is thus the basic need to make this land, which once supported a great 
and wealthy civilization, productive. In ancient times there were great water- 
ways and great cisterns. To quote the final report of the United Nations 
Economic Survey Mission: 

“Old-time wars destroyed these things. The land has dried up and the people 
have gone. Cisterns are silted up, springs filled in and fouled, irrigation works 
broken down. Yet the land remains, the rain still falls, the rivers flow. If 
the water be once more saved and spread unon the land, crops will grow again. 
Man, now unemployed for lack of soil to till, living on the verge of starvation, 
gathering elsewhere one precarious catehcrop of poor cereals a year, could once 
more find a modest acreage which, if irrigated and properly cultivated, would 
redeem them from penury and give them a chance to achieve that measure of 
prosperity which makes for stability and peace.” 


THE NEED FOR UNITED STATES AID 


Egypt, Syria, Lebanon, and Jordan are clearly unable to finance by themselves 
the cost of constructing the agricultural and river development projects needed 
to make an impact on farm production commensurate with the problem. While 
a portion of these projects can and should be financed by bankable loans, the 
capacity of most of these countries to service foreign loans is limited, and the 
projects which are most needed for basic economic development are not ones 
which will yield readily identifiable foreign credit earnings or savings. 

Here again, the problem is complicated by the presence of hundreds of thou- 
sands of penniless refugees from Palestine. Progress toward a solution of the 
refugee problem is essential if peace and stability in the area is to be achieved, 
and UNRWA (United Nations Relief and Works Agency for Palestine Refugees), 
with the full support of the United States, is attempting to help these refugees 
to become self-supporting. But as General Bedell Smith stated in a document 
filed with this committee: 
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“It is unreasonable to expect Arab countries to accept refugees as workers 
inless means are found to improve conditions of their own citizens at the same 
time. The refugees cannot be the sole beneficiaries of new opportunities, nor 
can they hope to elbow settled people aside. Here lies the case for general 
economic development of the host countries, which deserves to be considered on 
ts own merits as well as in the context of providing opportunities for the refugees. 
From the conclusion of hostilities in Palestine, until today, little tangible progress 
has been made in such development in Syria, Jordan, Lebanon, and Egypt. The 
interest and plans of these countries hold out hope for the future, but they will 
need help from the banks and from our own Government as well as from the 
UNRWA, if their plans are to mature.” 

If these countries are to be lifted from the vicious circle of low production 
resulting from the lack of material resources and economic opportunity, prompt 
steps must be taken to create new cultivable lands and new jobs for the benefit 
of the area as a whole. In Secretary Dulles’ testimony before this committee on 
June 2, he summed up the problem by saying: “Our feeling is that we must move 
forward both through the United Nations * * * and in our direct dealings with 
these countries, to develop more places for people to live and to earn a living, 
and that through that process we can work out a sound solution of the Arab- 
Israel situation.” 

THE PROJECTS 


Typical of the projects are those which may be considered for Jordan, Syria, 
and Egypt. Those in Jordan and Syria might well be financed both by UNRWA 
and through United States special emonomic assistance ; the illustrative Egyptian 
project probably would not qualify for UNRWA financing, although Egypt and 
UNRWA have under negotiation a project in Egypt which could be wholly fi- 
nanced by UNRWA if refugees will be the sole beneficiaries. 

Jordan-Yarmuk River development.—The most important potential in Jordan 
for economic development is found in the Jordan-Yarmuk River Valley. Only 
through the planned use of its resources can we hope to create sufficient irrigated 
land to make self-sustaining a substantial portion of the more than 450,000 
Palestine refugees in Jordan. In addition, the effects of the drought of 1950—51 
have demonstrated the importance to the basic Jordan economy of large-scale 
water storage and extensive irrigation. 

The proposed development would provide direct benefits for both the indige- 
nous inhabitants of the Jordan-Yarmuk Valley, of whom there are about 40,000 
living on a bare subsistence level, and an estimated 100,000 Palestine refugees. 
This estimate of refugees benefited is based on preliminary hydrological esti- 
mates that sufficient water is likely to be available for use within Jordan to pro- 
vide some 21,000 additional families with an average of 614 acres of irrigated 
land. If account is taken of the various ancillary services to the farming com- 
munity, and of the power which might be generated from the development for 
industrial use, it is estimated that secondary absorption may provide a livelihood 
in the area in the years immediately following the completion of construction for 
still another 100,000 persons, or roughly 250.000 in all. The indirect benefits thus 
would create employment opportunities which would permit both the resettle- 
ment of additional refugees and an improvement in the lot of many Jordanians. 

The construction cost of the irrigation development of the Jordan-Yarmuk 
Valley (excluding power production, for which financing can be sought through 
the IBRD or other banking channels) is estimated to be from $60 million to 
$70 million, depending largely on which of several alternative engineering pro- 
posals proves to be most feasible and economic. The preliminary survey work, 
estimated to cost about $1.5 million, has already been started by Jordan with 
United States technical assistance, and additional studies encompassing the en- 
tire region are also in process. Present engineering work is expected to provide 
a sound basis for the selection of one of the several engineering proposals made 
for water storage and control, and for understandings shared by all the inter- 
ested nations, as to the manner in which the waters of the area can be fairly 
apportioned 

Concrete proposals now being subjected to detailed analysis provide for the 
construction of an irrigation canal which will run down the entire length of the 
Jordan Valley on the east bank to the northern shores of the Dead Sea. Addi- 
tional proposals for the irrigation of the west bank of the Jordan River are also 
under consideration. It is believed that construction could be begun in the 
near future on one or more main canals and much of the lateral ditching, as con- 
siderable work need not await the final decision as to storage sites. 
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Ghab Swamp reclamation.—Syria’s potential for agricultural expansion, which 
is rivaled among the Arab countries only by Lraq, is based in part on the recla- 
mation of swamp areas. The Ghab Swamp in northwestern Syria presents the 
most important possibilities for reclamation of this type in the country. A 
Dutch firm completed in 1952 a preconstruction survey of this project, which 
will add 100,000 acres of rich irrigated land to Syria’s agricultural and resettle- 
ment potential. The use of the Ghab for refugee resettlement will probably be 
limited, but it will be an important site for the settlement of Alouites and other 
native Syrians, and will help to create a more ready setting for the settlement 
of Palestinian refugees elsewhere in the country. 

The technical problem is to dredge and deepen the Orontes River so that it 
may carry water away more effectively, to dig canals and build pumping sta 
tions so that the water of the springs may be effectively dispersed, and to 
construct a dam at Rastan to store the water of the Orontes and control its 
flow into the Ghab Valley. 

The Syrians have taken the initiative on the project and are expected to be 
able to get the dredging and canal digging phases of the project well under 
way without foreign aid. The total cost of the project, however, has been 
estimated at $20 million, and the foreign exchange component has been esti- 
mated at one-half of the total. Since this cost is far in excess of Syria’s budget 
for all developmental purposes together, assistance will likely be required for 
this or similar projects if concrete results are to be obtained in the near future. 

Irrigation of the Northern Delta.—Egypt’s most serious need is for a more 
widely diversified and productive agriculture, capable of supplying the food- 
stuffs that its rapidly growing population requires. According to a study re- 
cently made by the Ministry of Public Works and approved by Egypt’s Na- 
tional Resources Development Board, the region of the Northern Delta offers 
one of the finest potentials in the country for raising rice, clover, and cereals. 
The development of this potential, however, requires the construction of large 
irrigation and drainage works. 

This project would involve (1) the erection of two large pumping stations, 
the first for raising irrigation water from the Qalubiya main drain and trans 
ferring it to the Wadi Canal, and the second for lifting irrigation water from 
the drain of Bahr Hadous and transferring it to the Hanout Canal; and (2) 
the construction of a network of irrigation and drainage ditches to permit the 
effective use of the waters provided. An estimated 350 million cubie meters 
of summer water could be utilized under this proposal, to the benefit of an area 
of nearly 110,000 acres. 

Of the total estimated cost of $7 million, roughly half would be expended for 
ditch construction which has a low foreign currency component. Except for a 
few relatively minor items, such as ditch control units, it is anticipated that 
Egypt can meet the ditching costs without draining its limited foreign exchange 
reserves. The pumping stations themselves, however, would require a substan- 
tial foreign currency expenditure. The development of this and a number of 
similar proposals for increasing Egypt’s agricultural area might have to be 
deferred indefinitely unless assistance is forthcoming from abroad. 


Chairman Cnrirerrreitp. Thank you very much, Mr. Gardiner. 

Mr. Wood, whom do you have next? 

Mr. Woop. We thought we would go in if you please, sir, with a 
further description of the request for (deletion secret) military end 
item assistance in this area, since questions on this subject were raised 
by the chairman and certain members of the committee yesterday. 

We have with us for this purpose, Mr. Byroade, Assistant Secretary 
of State for the Near Eastern, South Asian, and African affairs, who, 
as you know, has just returned with Secretary Dulles and Mr. Stassen 
from that area, Mr. Frank Nash, Assistant Secretary for International 
Security Affairs in the Department of Defense, and your old friend 
General Stewart. We should like to answer the questions which were 
raised on this subject, now, if we may. It seems quite appr opriate to 
“ so right after Mr. Gardiner’s description of the situation in part of 
this area. 
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STATEMENT OF HON. HENRY A. BYROADE, ASSISTANT SECRETARY 
OF STATE FOR NEAR EASTERN, SOUTH ASIAN, AND AFRICAN 
AFFAIRS 


Mr. Byroape. I understood vesterday that there was some concern 
n this committee that the amount of friction and trouble in the area 
had led to the conclusion that it might not be wise to put military 
equipment in this area. 

I would like to speak to that point, if that is the point of concern 

| the committee, but very frankly I am worried about the record. I 
have read what is in the record and I think to make you understand 
the way we feel about this, I have to talk about things that should not 
be made public. If it is agreeable, I would like to speak to you very 
frankly and off the record. 

Chairman CurpeerrieLp. We can go off the record. 

(Whereupon, the then following remarks were not reported.) 

Chairman CuiperrieLp. Are there any questions 

Mr. Javits. I would like to ask this one question, Mr. Byroade: 

[ notice a statement here in the paper which is furnished to us, that 
there is something real to this Israeli military potential. 

What in your opinion—and you have both a diplomatic and mili- 
tary opinion—is there to it ? 

This paper says, “Israel has shown that its military force can be a 
formidable one.” 

Well, it won a war, of course, but I think it implies more than that 
ind Task what you could tell us. 

Mr. Byroapr. I think that statement is absolutely correct. Not 
only the standing forces in Israel, but the potentiality of mobilization 
in Israel where you have vast training throughout your citizenry, and 
the natural spirit and drive of the Jewish individual and his know- 
how makes this a formidable force. 

When you get into the utilization of that force in the defense of 
the area, you get into other types of problems. That force today is 
ot usable in the areas I have been talking about. 

(Discussion off the record.) 

Mr. Byroaper. I think you have here a good little force, but it is not 
susceptible to use in the defense of the area as a whole except as the 
war gets down toward their area. 

(Discussion off the record.) 

Mr. Javirs. Mr. Chairman, may I say, as I see the outlines of the 
Defense and State Department's approach to this, it comes to an area 
concept for the Near East and using the bridges of some economic and 
military assistance and advice instead of the diplomatic bridge at this 
stage to try to bring some stability to that area. 

Is that fair, Mr. Byroade? 

Mr. Byroapr. It may be a little oversimplification, but that is it. 

Mr. Javrrs. I am in agreement with you and I will do everything 
I can to cooperate and also to do all I can to quiet the reported Arab 
fears of expansionism there which I think it is very important to do. 

Mr. Byroape. Thank you very much. 

Mr. Javits. Thank you, Mr. Chairman. 

Chairman Currerriretp. Mr. Harrison—— 

Mr. Harrison. Did I understand you to say that our past contribu- 
tion was $57 to the Jew and $0.50 to the Arab? 
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Mr. Byrroapr. When you consider the populations and our assist- 
ance to the various states, that is where it comes out if you leave out 
contributions to the Arab refugees. 

Mrs. Boiron. But we contribute to Jewish refugees, also. 

Mr. Byroapr. That is included in our total assistance to Israel. 

I gave that as the type of thing one runs into in the area when they 
complain about our past actions. 

Mr. Harrison. Mr. Secretary, any military defense to be of any 
value must hold out some hope of effective defense, is that not so? 

Mr. Byroapg. That is so. 

Mr. Harrison. Otherwise it is entirely wasted and falls into enemy 
hands; is that not correct ? 

Mr. Byroapz. That is correct. 

Mr. Harrison. If this is not an effective military contribution, if 
the area is open for any assault upon it regardless of our military aid, 
why should there be military aid ? 

(Discussion off the record. ) 

Mr. Javits. I heard you mention this $57 figure. As I divide $72 
million by 1,600,000 people, it comes to about $ 45, 

Mr. Garprner. That is correct, sir. I think that the Secretary 
originally said 47 and that is correct, not 57. 

Mr. Byroape. I said $57. That is what the Arabs told me. 

Mr. Smiru. Mr. Byroade, what you really are asking us to do this 
morning is to approve the request for an authorization ‘of [deletion— 

secret] and that you are to use your own judgment as to where it is 
to be spread out, is that right? 

I mean you have no definite program or plan as to its use of the 
[deletion—secret]. 

Mr. Byrroape. I have told you the States we were interested in in 
this regard. From there on it would be the Defense Department and 
ourselves, with such consultation as you wish. 

I cannot tell you this morning that we would want to do such and 
such to a certain regiment in a certain country because we have not 
talked to the countries in such specific terms. 

This is the way we started out in Europe, too. 

Mr. Smrru. We present this matter on the floor of the House. 

( Discussion off the record. ) 

Mr. Smiru. How is that going to be used ? 

We have not the answer. 

Mr. Byroape. I think you could say, sir, that this is about—I have 
forgotten the total defense effort of the United States—but it is a 
very small portion to be put into an area to begin strengthening its 
defense against possible encroachment from the north. 

It is a vague case, I realize. Next year if we get our military people 
in there we can come back to you and tell you ‘exactly what we want 
to do because by then we will have talked to these foreign governments. 
This is what they want to do. 

(Discussion off the record.) 

Mrs. Boiron. The idea being military missions as against that as we 
did it in other countries in E urope?! 

Mr. Byroapr. Under our legislation whenever you give even a 
smal] amount of military equipment, a military mission goes along 
with it. They are there to see that our equipment is properly used 
and then one can get into the question of some joint planning. 
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Mr. Smirn. That is still a lot of money in my part of the country. 

Mr. Woon. Mr. Smith, you may recall that General Stewart did 
put before the committee an illustrative breakdown of this amount 
among the several countries of the area, indicating what, on the basis 
of purely staff level consideration, they were tentatively planning. 

Mrs. Bouron. That was secret information. 

Mr. Woop. You are quite correct. Moreover, the program which 
General Stewart presented was on an illustrative basis only; he 
pointed out that it had not been approved by the Joint Chiefs of Staff. 
That presentation represented the furthest that it was humanly pos- 
sible for us to go in laying our plans in this regard before you. 

There is, of course, in our proposal the limitation which is inherent 
n the fact that the use of the funds involved would be confined to the 
title IT area, unless the transfer authority were invoked. It would 
not be a global fund that could be used anywhere in the world. It is 
for this area. 

Mr. Smiru. The same principle is involved in the money for Japan. 
We are asking for an authorization, but mum is the word. 

Mr. Woop. It is the dilemma in which we find ourselves. 

Mrs. Botton. It might, however, kill the bill. 

Mr. SmiruH. We have to have some answers to some of these ques- 
tions that are going to be raised. 

( Diseussion off the record. ) 

Mr. Woop. What such a statement would do to the whole security 
problem in that area I think you know better than I do? 

Mr. Byroapr. We are in an area of the world here where personal 
confidence and contacts and friendships mean everything. I think the 
Secretary spoke about this. The agreements we are sometimes re- 
quired to make are so long and so legal and so complic ated that the 
good will we try to obtain by a small amount of assistance is offset by 
the fact that they just are suspicious of what all this legal language 
means. I cannot stress that too much. I think Mr. Stassen spoke 
about it. 

Chairman Currrrrirecp. Thank you, Mr. Secretary. I believe we 
are going to have Mr. Nash. 

Mr. Woop. Mr. Nash has a word to say on this. 

Mrs. Cuurcn. I had another question: 

I would like to have an estimate of how much is included in here for 
authorization for money which is not definitely assigned, such as the 
money for Japan, the money for this Near East area, et cetera. We 
should know exactly how much is in this bill for whic h there has been 
no definite planning at this moment. 

Would you rather our staff made such a study ? 

Mr. Woop. I will be glad to do that, Mrs. Church. I think, again, 
that we get into problems of definition. There is definite planning, 
for example, with respect to the amount for Japan. 

Mrs. Cuurcn. May I change the wording to “specific assignation.” 
Would that help? 

Mr. Woop. All these programs in all of the areas are presented as 
illustrative, because we know that things do change. This has been 
the precedent in the past. We do ask for a specific sum for military 
end-item assistance for each area; for a separate, specific sum for 
economic aid or defense support or defense financing for each area; 
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und, in the case of certain multilateral activities, for specific amounts 
ior each. However, when we break these separate figures down coun- 
try by country, we do so on an illustrative basis because it has been 
found that conditions change and that sometimes one country needs 
more, While another country needs less, than we originally predicted. 

In that sense, you can say there are no definite assignations of funds, 
except in a few cases, such as, for example, in the case of those pro- 
grams for Great Britain about which I testified earlier—the program 
of commodity assistance and the aircraft program. 

Mrs. Cuuron. Well, Mr. Chairman, perhaps if I stated what I 
need, you might be able to satisfy the request: I would like to know 
how much is ineluded in the bill, the use of which is contingent upon 
possib le agreements that may be made with other countries. 

That isone thing. I should think that could be given very definitely. 
That question came up the other day in connection with Latin America. 
Secondly, I would like to know how many lump-sum blank checks we 
are providing, the millions for Japan, the millions for this on that 
project, for which you hope to have within the year, a definite plan 
for spending. 

Mr. Woop. Well, we will try to get wp something that will be respon- 
sive to those questions. I am sure the first one, as you restated it, 

can be readily answered. We may have to discuss the second one 
with you further in order to get a little more precise definition of 
what you desire. 

May I say, Mrs. Church, that I am expecting to receive a paper 
during this hearing which represents an attempt to answer the ques- 
tion which you asked the other day. 

Mrs. Cuurcnu. Thank you very much. 

Mr. Harrison. Mr. Chairman, in that connection, I would like to 
ask Mr. Wood this: 

Mr. Vorys asked the other day for a summary of the recommenda- 
tions of these businessmen’s teams. 

Mr. Woop. It will be available tomorrow morning. 

Mr. Byroape. Congressman Smith, I am concerned about your 
question : 

I would love to have time to tell you what has happened to the 
positions of the other western powers in the Middle East, and to 
our own position, but we are in a situation where we either ignore 
this part of the world or realize that if stability is to be maintained, 
United States actions are of foremost importance. 

Now the British have had great experience in working in this part 
of the world but we have not. By and large they have had a system 
of government whereby they could respond quickly to local events. 

Our process of government is such as to make it very difficult for 
us to be in a position to respond quickly on some minor thing that 
would really pay dividends here in a political way. 

Heretofore, if Iraq, let us say, wanted a few tanks, we would have 
to take them out of somebody else’s program which throws the Pen- 
tagon in a tailspin, and it takes a lot of time. 

We want to play the Middle East by ear and respond where we can 
to the best advantage. I realize that is a bit of a blank check, but I 
think the United States is in that position in the Middle East. 

Mr. Sarru. I do not want you to feel that I minimize the situation. 
IT have been conscious of the strategic situation in the Middle East, 
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or the Near East, since 1947 and at the time of the partition of 
Palestine, I thought it ms a very bad mistake, and we are paying a 
terrible price for it today, but that is water over the dam. 

However, I think we are left in a rather difficult position from the 
standpoint of legislation, and if there was some way of working it out, 
it would be much more desirable than just to say, “Well now you have 
to go along on faith.” 

We have been going alon,r on faith it seems to me, for a long time, 
and I have no objection to that except in many instances it has not 
worked and Congress has been embarrased. 

(Discussion off the record.) 

Mrs. Bouron. Mr. Chairman, I am faced with the question of the 
responsibility of the United States in that area and the difficulties that 
are being put before us by Mr. Winston Churchill. 

Now, we are going to meet that on the floor. We are going to have 
the place just wild on that subject: “Why should we do this—” and, 
“Why should we do that—” and, “Are we just upholding the British, 
or are we looking at the first problems of the world as related to the 
security of the United States.” 

Now maybe this ought to be off the record later when we can see 
it, but I could not answer the questions. I was very much interested 
yesterday to find that when the suggestion was made that Congress 
pass a very pleasant little resolution of good wishes to the Queen, 
that I was told it could not possibly be done because a word against 
it might be made an international incident partly because of the things 
that had been said in E ngland, by Attlee and Churchill. 

It showed the depth of feeling that is constant in the representatives 
of the American people, here. We know you must be just playing by 
ear in that regard, also. 

Do you want to tell us anything or can you tell us anything or can 
you suggest anything for us to say? 

Mr. Byrroape. Since it is out of my area, I would prefer to have it off 
the record. 

Chairman Currerriecp. Off the record. 

(Whereupon, the then following remarks were not reported.) 

Chairman Curperrretp. Thank you, sir. 

Mr. Nash, do you care to make a statement ? 


STATEMENT OF HON. FRANK NASH, ASSISTANT SECRETARY OF 
DEFENSE 


Mr. Nasu. I have very litle to add to the presentation made by Mr. 
Byroade. 

I would like to add one word as to the great concern that we in 
defense feel about the necessity of our getting started with something 
in this, strategically speaking, vital area of the Middle East. 

I will not go into the strategic importance of it. It is well known 
to the commitee. It only t akes a glance at the map to see it. 

We feel there is a military potential i in the Middle East that can be 
developed without a heavy expenditure of funds. 

(Discussion off the record.) 

Mr. Nasu. There is one other point I will make and I am finished. 

As Mr. Byroade pointed out, military men get along with military 
men. 
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Our military mission in Iran has been one of the real assets that 
we have had when that situation was so bad some months ago, and now 
happily is somewhat improved. 

We are anxious to keep that mission there. 

(Discussion off the ee) 

Mr. Nasu. It has bolstered the morale and helped sustain the morale 
of the Iranian military. We think if we could get military missions 
such as we have in Iran in places like Syria, Iraq, and Egypt, even- 
tually that we could bring their thinking and their sympathies around 
to be more oriented toward our way in the West than by any other 
means. We felt it would be desirable to bring the young military 
people from those countries over to this country for training, and 
not have to charge them quite the heavy cost that training involves. 
The Saudi Arabians have sent some trainees over here, but they find 
it is expensive and they have to pay for it themselves. It is a very 
expensive. proposition, especially on the aviators side. We would like 
to be able to give grant-training aid to these young military people 
who will go back and eventually, if it follows the pattern that is there 
now, be the leaders. 

A very good way to orient these people toward the west is to have 
the future leaders of the countries get military training in the United 
States, and that would take a large part of these funds. 

I think that is something that can be said without getting everybody 
up on his ear. 

I neglected to mention there is a country that does have forces in 
Korea that does fight well and that is Ethiopia. Ethiopia fights well 
in Korea and would like to have some grant-military assistance and 
we would like to be able to give it. 

I would say to all of you, , just as sincerely as I am capable of saying 
it, that there is no investment out of the whole military-aid pro- 
gram—with the possible exception of the amount we are asking for, 
for Spain—where we get more for our money than in the funds that 
are being asked for in the Middle East in the way of building at least 
the beginnings of real security in that area. 

Thank you, Mr. Chairman. 

Chairman Currerrretp. Thank you, Mr. Nash. 

Are there any questions? 

Mr. Hays. You said there was no place we would get very much 
advantage except in Spain, and what else? 

Mr. Nasu. Spain and the Middle East. 

Mr. Hays. You think those are places of top priority ¢ 

Mr. Nasu. Yes, I do. 

Mr. Batrix. You mentioned the delicate balance between the State 
of Israel and the Arabs and between India and Pakistan and so 
forth. 

Some time ago we made a loan of wheat to India. 

Now, if we come along and give wheat to Pakistan is that not 
going to upset the balance there and would not India expect the same 
type of relations? 

Mr. Nasu. I am a little out of my field, talking about wheat instead 
of guns. Mr. Wood is the big butter-and-egg man. 

We have in this program a large amount of money on the economic 
side for India, and I think that the money that would go in the way 
of a grant aid of wheat to Pakistan could very easily be demonstrated 
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as just a drop in the bucket for what India is coming in for in the 
way of economic assistance. 

Mr. Woop. That would not be quite true unless you spread it over 
a preceding period, Mr. Nash. 

I think the total amount for India in this bill is $110 million and 
the amount of wheat for Pakistan involved in the proposed grant of 
wheat—not of money, Mr. Battle—is somewhere around $80 to $100 
million. After all, however, I think that the Indians themselves wiil 
realize there is a very real emergency in Pakistan and that this is not 
the normal kind of assistance in the form of technical assistance or 
special economic aid. The Indians also know that the United States 
came to their assistance, and quite rapidly, in a similar situation. 

Mr. Byroape. The Indians were very forthcoming in saying that 
they hoped we could help Pakistan in this problem. 

(Discussion off the record.) 

Mr. Woop. Could we mention the proposed military aid for Japan. 

Then we could proceed this afternoon to try to finish up the pro- 
oramed hearings, if you think it would be possible, Mr. Chairman. 

Chairman Crteerrietp. We will have a brief statement on it. 

(Discussion off the record.) 

Mr. Woop. Mr. Nash can discuss this question, and Mr. Young of 
the State Department is also here. 

Mr. Nasu. I was away at a conference in the Pacific at the time 
this previous testimony on Japan was before the committee and when 
I got back I was quite concerned to find that a sale had not been made, 

(Discussion off the record. ) 

Mr. Nasu. There is no need of boring the committee or taking its 
time to say how essential it is to have Japan secure. 

(Discussion off the record.) 

Mr. Nasu. It is, however, her responsibility, she is a sovereign na- 
tion and should look after her own defense. 

There has been a great deal of talk about the difficulties that lie in 
her path because of a provision in her constitution. 

(Discussion off the record.) 

Mr, Nasu. That constitutional provision, I think, is an excuse for 
not doing something rather than a real obstacle that prevents our go- 
ing ahead and doing it. 

She has under arms now—arms that we loaned her from the Army 
when she was an occupied country—over 100,000 men. She has a 
limited coastal naval arm and has no air force at the present time. 

(Discussion off the record.) 

Mr. Nasu. We feel that Japan within the constitutional provision 
can proceed in the development of what she calls a Japanese Safety 
Force—a Japanese national police force. They like to keep that 
phrase. 

This should be kept off the record. 

(Whereupon, the then following remarks were not reported.) 

Mr. Nasu. There is an area where we would like to see the Japa- 
nese get ahead. We think they will get ahead if we can tell them that 
we have the backing of Congress and the authorization to go ahead 
with a program after Japan has signed a bilateral agreement, giving 
the assurances that other recipients ‘of MDAP give. 

(Discussion off the record.) 
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Mr. Nasu. We have been scraping along with Japan, building the 
little bit of a force that we have been able to develop there so far, on 
the basis of loaning them equipment. 

(Discussion off the record.) 

Mr. Nasu. That is my story, unless there are some questions that 
some of you might like to ask. 

I do hope that this is not the forgotten part of the bill because I can- 
not too strongly emphasize the importance of getting Japan to take 
some of the load herself. Otherwise we will have to have United 
States troops and an air force in Japan indefinitely and that will be 
very difficult in terms of the frictions you always have in an oceupied 
country that really is a sovereign country. 

Mr. Barrie. Would you say if we do not expend these funds that 
it would possibly cost us more in the long run because of the necessity 
of maintaining our own troops over there? 

Mr. Nasu. Mr. Battle I would go right on the record and say it 
would cost us from 5 to 10 times as much. The cost of keeping a 
United States Division as far abroad as that is, under our policy of 
their having their dependents with them is very high. We could not 
let our men go over there for 2 or 3 years and br eak up their families. 
The housing and all the rest of the business that goes with it; the 
expense of having to move our troops from where they have been into 
other areas in Japan—because the Japanese want these key buildings 
back and they are entitled to get them back—are going to cost us a lot 
more money than if the Japanese take this job on for themselves. 

Mr. Barrier. This could be part of the economy move. 

Mr. Nasn. That is right. when you start from the point that the 
United States could not afford to let Japan be defenseless. If you 
start from that, then you have to say, the defenses have to come from 
somewhere. There are only two places they can come from, one is the 
United States and the other is the Japs themselves. 

Mr. Smirn. What about the attitude of the Japanese people? 

(Discussion off the record.) 

Mr. Surrx. If you read the news coming out of Japan on this sub- 
ject you will find that the people say there is no desire on their part 
to do this thing for themselves. 

Yes; we can do it; but the thing they fear, Mr. Nash, is that we are 
going to do this. and the other, too. It is like “Trade and not aid.” 

We are going to have trade and aid, too. 

Mr. Nasn. I think we can answer that one this way: 

If the Japanese will put men in uniform and train them to man 
antiaircraft stations, then we do not need two men in that station. 

The men they have under arms now in Japan are good soldiers. 
We know too well how good they can be on the military side. 

I think that there is always as, in our own press, the most vocal 
element, which is the opposition. I think it is the Communist influ- 
ence there. I do not think the Japanese people are by any stretch 
of the imagination Communists. There is a strong minority element 
there, it is true, but the Japanese people having gone through what 
they went through in the war, the shame and degredation, are a little 
concerned about the military, but it must be overcome and I think it 
can be done. 

Mr. Smrrn. Is it not also the fact, Mr. Nash, that the British are 
looking at us and the Japs with a fishy eye; they are concerned about 
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what agreements we are going to make with the Japanese in this mat- 
ter! They are not joining with us, are they? I mean this is bi- 
iteral insofar as the Japanese and the United States is concerned? 
Mr. Nasu. This is wholly bilateral, but 1 know of no British an- 
gonism or opposition to the idea. 
Mr. Smrru. Is that so? 
Mr. Nasu. Yes, sir. 


STATEMENT OF KENNETH T. YOUNG, DIRECTOR, OFFICE OF NEAR 
EASTERN AFFAIRS, DEPARTMENT OF STATE 


Mr. Young. The British Government is in favor with our position, 
a gradual development of Japanese defense forces. The only people 
concerned are the Australians and New Zealanders, for obvious 
reasons. They think back to 10 years ago and they emphasize to us 
that they would like to be kept informed and the »y would like to be 
sure that Japan does not too rapidly get the m: jor means of aggres- 

n—that is, strategie bombers and aircraft carriers, but that is so 
far in the future it is not necessary to think about it. 

Mr. Bentiey. What are the treaty limitations on the Japanese 
armaments industries ¢ 

Mr. Young. I do not believe there is any. 

Mr. Bent ey. They can manufacture anything in the way of war 
materials they care to? 

Mr. Youne. Yes, sir. 

( Diseussion off the record.) 

Chairman Curprrrievp. If we go down there and say we are arming 
the Japs again, watch out. 

Mr. Woop. I think you can say that we are planning to request aid 
for the arming of the Japanese safety force under the MDAP. 

Mr. Nasu. The terminology is important. You have to explain 
what you want the money for. 

Mr. Woop. That can be said publicly, can it not? 

Mr. Youna. May I explain this just very briefly, Mr. Chairman: 
the words that the Japanese use are very important. They may 
seem irrelevant to us, but the Japanese use the phrase, “self-defense,” 
or “defense army,” when they refer to the national security forces of 
110,000. : , . 

When the Japanese use the word “rearmament,” both in the press 
and general conversation, they are thinking of an army of 500,000 or a 
million, and aircraft carriers—the old army that they had, the old 
[mperial Army. That is the kind of rearmament they do not want. 
We use the word “rearmament” inspeaking of rearming our own coun- 
try or Great Britain or France or something like that, but I think it 
can be said on the floor that we are talking about a defense force for 
Japan and the home island. 

Mr. Woop. May I suggest we get up a statement which will be 
unclassified and which can be used on the floor in discussing this 
question. 

Could you undertake that, Mr. Young, and put it in the record of 
the hearings of this committee ? 

Mrs. Bouron. And anything you can give us on some of these other 
secret areas. 
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Mr. Nasu. The Middle East. I think we have to do the same thing. 

Mr. Woon. I think we have to do the same thing on all of these. 
I quite agree and we will undertake to do that. 

(The information requested is as follows :) 


Of all the Far East nations, Japan possesses the most advanced industry and 
the greatest reservoir of technical skills and commercial experience. Thus, she 
is in position to contribute positively and substantially not only to the stren’then 
ing of the security of the free nations of the Pacific but also to the raising of 
living standards in that area. United States policies with respect to Japan are 
directed toward the following objectives: An independent Japan, politically 
stable, economically viable, and capable of contributing to its own defense and 
that of other free nations of the Pacific. 

During the first year of its independence the Japanese Government has con 
sistently held that Japan’s foreign policy is based on cooperation with the United 
States and other free nations. The primary factors supporting Japan's continued 
cooperation with the United States and the free world are the awareness of 
both Government and people of the danger of Communist subversion an aggres 
sion, the stability and conservative character of its political and social institu- 
tions, the close political, economic, and cultural ties with the United States, the 
development of constructive relations with other free nations in the Pacifie area, 
and its active interest in participation in international organizations. 

As the Secretary of State pointed out in his statement before the Senate Fureign 
Relations Committee and the House Foreign Affairs Committee on the Metual 
Security Program on May 5, “Japan is one of the prime targets of Communist 
expansion in the Far East.” The security treatv between the Tnited States and 
Japan, signed at San Francisco on September 8, 1951, recognized the threat of 
possible aggression against Japan and Japan’s inability at that time to provide 
adequately for its own defense. The treaty therefore provided for the stationing 
of United States forces in Japan. The treaty also expressed the expectation 
that Janan would “increasingly assume responsibility for its own defense.” 

The Japanese have gradually been taking steps to assume part of this respon- 
sibilitv. The development of Japanese defense forces were initiated by the 
Supreme Commander for the Allied Powers during the occupation when he author 
ized the establishment of a 75-000-man Japanese National Police Reserve in July 
1950. On October 15, 1952, following Diet approval, the National Safety Agency 
was established, bringing within one organ the National Safety Force (formerly 
the National Police Reserve) with an authorized streneth of 110.000 men, the 
Coastal Safety Force, and the Maritime Safety Board. The National Safety 
Force has been provided on a loan basis with equipment bv the United States 
The United States has also trained the National Safetv Force in the use of this 
equipment. The United States Government is presently making available on a 
loan basis to the Japanese Government for the use of the Coastal Safetv Force 
18 patrol frigates and 50 landing craft in accordance with Public Law 467. The 
Charter Party Agreement defining the terms of this arrangement was approved 
by the Japanese Diet. 

The Japanese Government appropriated the equivalent of $500 million for 
defense for their fiscal year 1952-53 (year ending March 31, 1953). This was 
approximately 20 percent of the total national budget. Included in this appro- 
priation was the yen equivalent of $155 million for support of United States 
forces stationed in Japan. Only about $300 million of the funds appropriated for 
defense were actually obligated during the year, the balance being carried over 
into the current fiscal year. About two-thirds of the unobligated defense funds 
were for construction of facilities for United States forces, contracts for which 
were delayed by the difficulties of locating appropriate sites and negotiating 
contract terms. In addition to the yen appropriated for the nse of United States 
forces, the Jananese Government made available real estate and facilities with 
an annual rental value of approximtely $30 million. 

It is estimated that funds to be made available for defense for this year, 
including the carrvover funds from fiscal year 1952-53, will again be on the 
order of $500 million. 

Thus we believe that the Japanese Government and people have made the 
basic decision that they have a national responsibility for their own defense, 
and they have already assumed a substantial nrart of the cost of that defense. 
We have undertaken to assist them, to date, through providing military equip- 
ment and other assistance under Department of Defense appropriations. How- 
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ever, it is desirable, now that Japan has regained its independence, to bring our 
military assistance to Japan into conformity with the global pattern—that is, 
through the Mutual Security Program. 

The provision of such military assistance will not foster a revival of Japanese 
militarism or aggression. The forces envisaged under this program are purely 
of a defensive nature, directed exclusively toward contributing to the defense 
and internal security of the Japanese homeland. The development of forces 
of this nature cannot be described as “rearmament” with the implication that 
such forces would constitute a revival of the militaristic clique, the loss of 
civilian leadership, and embarkation on the course of aggression. This force is 
small, purely of a defensive nature, and subject to civilian control. 

To date, the establishment of the National Safety Agency, the receipt of 
equipment from the United States, and the training of men in the use of such 
equipment have raised no constitutional problem in Japan. However, it is 
possible that at some point the extent and nature of these forces may create 
certain constitutional problems for the Japanese. We are confident that they 
can meet this problem adequately in their own way. 

The proposed inclusion of Japan in the Mutual Security Program for fiscal 
year 1954 is designed to place us in a position to be able to continue to assist 
Japan in the development of a self-defense force through the provision of addi- 
tional military equipment which cannot be financed by the Japanese Govern- 
ment. The provision of such assistance is based on the premise underlying the 
Mutual Security legislation: That through mutual effort the security of the free 
world can be insured. It is natural that the Japanese are interested in develop- 
ing their capacity for self-defense. However, the development of this capacity 
for self-defense is in the interest of the United States and the other nations 
of the free world as well. The strength of the free world is dependent on the 
strength of every member. In more practical terms, the assumption of increas- 
ing responsibility by the Japanese for their own defense relieves the United 
States of the financial burden which is involved in stationing its forces and their 
dependents in a foreign land. In addition, the development of Japanese defense 
forces will permit the gradual withdrawal of United States forces, thus elimi- 
nating the friction which always exists when foreign forces are stationed in 
another sovereign country. 

In this connection it is also important to note that in the treaty of peace with 
Japan the Allied Powers recognized that Japan as a sovereign nation possesses 
the inherent right of individual or collective self-defense referred to in article 
51 of the Charter of the United Nations and that Japan may voluntarily enter 
into collective-security arrangements. The free nations support the idea of 
Japan taking measures to develop its capacity for self-defense so long as these 
measures are not directed toward a revival of Japanese militarism or aggression. 


Mrs. Cuurcu. Last week when the question of Japan came up, Mr. 
Nash, there were some of us disturbed about the intellectual dishonesty 
of rearming behind the backs of the Japanese people. 

Do you feel the Japanese people themselves want this, or is it a 
bilateral agreement with Japanese leaders that we will do something 
if they do something : and then attempt to sell it to the Japanese people / 

Mr. Nasu. Mrs. Church, when you were out we went into that in 
some detail. The Japanese people have to be sold the proposition 
that as a matter of national pride—they are a very proud people—they 
want to take on or should want to take on their own defense. They 
do not want the United States to be there, assuming we settle the 
Korean thing, which I hope to God we can, but we w ill have to keep a 
strong defense of Japan even if we do come to terms in Korea. 

The Japanese people, I think, would rather, because of their own 
pride, take care of their own security interests, and certainly would not 
want us to be occupying them, as we would be, for the next 5 or 10 years. 

Mrs. Cuurcn. I am not interested in the semantics behind all this. 
a it do the words cover? Do we have an agreement with anybody 
in Japan now that if we appropriate this money they will start to 
do this? 
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Mr. Nasu. We will have to have a bilateral agreement with Japan 
just as we do with any other country wnder MDAP. 

Mrs. Cuurcu. Do we have that now? 

Mr. Nasu. No, we do not. 

Mrs. Cuurcu. Have we taken preliminary steps toward getting it? 

Mr. Nasu. Yes, we have. 

Mrs. Cuurcn. You spoke of changing the name. Why should they 
not change the name? 

(Discussion off the record.) 

Mr. Nasu. Semantics are important. 

However, this is basic: The defense force in Japan is all that we in 
the Pentagon are urging the Japanese to develop. 

As Mr. Young says, Australia and New Zealand do not want to see 
strategic air, battleships, and atomic missiles developed in Japan. 

There is no need for that. We want to develop in Japan an army 
just the size that we think is necessary for that long stretch of islands 
that they have to a nd. Such an army can honestly be called a 
ne " "sa ial security, or police, or safety force. 

e do not want any navy of combatant ships for Japan. We want 
it aa navy of the dimensions of our Coast Guard with an augmen- 
tation in the minesweeping field because this is a serious thing that 
will lock the harbors of Japan if it is not provided for. 

(Discussion off the record.) 

Mrs. Cuurcu. When will the Japanese economy be able to take 
over the full burden of this defense police force? 

Mr. Nasn. I am in a field where I do not know enough to estimate 
the years. The riddle of Japan’s economy is industrial outlets. If 
we can find the markets for Japan, in places other than Communist 
China, Japan has the potential of building up a gross national income 
that could easily support this. 

See what she supported in the way of a much greater force that they 
threw at. us at Pearl Harbor. 

Mrs. Cururcn. I think you are the best artillery we could take to 
the floor, Mr. Nash. 

Mr. Nasu. Ma’am, I would like to go. 

Chairman Currerrrecp. Thank you very much, Mr. Nash. 

The committee will adjourn until 1: 45. 

We have Mr. Kersten at 1:45 and then you people at 2: 30. 

(Whereupon, at 12:40 p. m., the committee adjourned to reconvene 

t 1:45 p. m., the same day.) 


AFTERNOON SESSION 


Chairman CurperFrectp. The committee will be in order. 
We are glad to have you here, Mr. Kersten. I see that you have a 
statement. Would you care to proceed with your statement? 


STATEMENT OF HON. CHARLES J. KERSTEN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WISCONSIN 


Mr. Kersten. I would, Mr. Chairman, if I may. 
Ladies and gentlemen, I deem it a great honor and privilege to 
appear before this great committee of the House which for the past 
several years has had and presently has such heavy responsibilities 
regarding the security of the United States. 
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| would like to confine my remarks to that portion of section 101 (a) 

ibsection (1) of title I of the Mutual Security Act pertaining to 

capees Tht h provision, as you know, it was my privilege to sponsor 
n 1951, when the bill came before the House, and on which occasion 
it was heartily supported by members of the committee on both sides 
and by the House w-hen it was presented. 

Primarily for the self-preservation of the United States and also 
in behalf of the free world there are two compelling reasons why we 

ist adopt a vigorous and comprehensive policy to “aid the liberation 
the slave world. 

i hese reasons are: 

|. Masked by the smokescreen of a worldwide peace offensive the 
U.S. S. R. is digesting its fabulous conquests and is welding the 

soviet and satellite peoples into a military force meant for aggression. 
The Soviets have acquired the atomic bomb and they have the 
power to deliver it upon American cities. 

[t is this military force under Soviet control, therefore, that is the 
sole reason for the Mutual Security Program, almost all of the 73 per- 

ent of our defense budget which the President told us about. last 
night, the NATO program and most of the economic strictures of the 
iree world, 

More than that, this same military force mortgages the lives of your 

uth and will continue to mortgage their lives for many years— 
sia decades—and if we follow the path of history this Communist 
military power will ultimately be locked in battle with free world 
armies in world war ILI. 

Who can deny that we are now engaged in an unprecedented arms 
race and that we are approaching the crescendo of a world siege that 
cannot long remain quiescent $ 

Behind this Soviet military force we know there is a comparatively 
small but extremely efficient group of evil men who intend to use it to 
destroy civilization as we know it. 

Without this military force these evil men would be powerless to 
effect their designs against mankind. 

rhey say that one of the reasons for the great power of His Satanic 
Majesty is that many otherwise intelligent people refuse to believe 
he exists. Certain it is that the Communist conspiracy gains enor- 
mous power because far too many people simply refuse to believe the 
reality of its incredible malice. This is understandable because nor- 
mal and good people rarely understand the workings of the clever 
criminal mind because they rarely come in contact with it. 

But, by virtue of their congressional duties, a number of men in 
this Congress and certainly on this committee have come in direct con- 
tact with it and the ‘y have come to know the Communist apparatus 
and its dedicated members for what they are. They have come to 
know how Communists act when they come to power. 

President Eisenhower, in his great speeches last fall at the Waldorf- 
Astoria Hotel in New York and also before the last American Legion 
National Convention, demonstrated that he, too, knows the Commu- 
nists for what they are. 

This tremendous military force, therefore, is the weapon in the 
hands of men of boundless injustice, boundless violence, and boundless 
lying and deception which gives them their abominable strength. 


33064—53 ——67 
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If a homicidal maniac escapes from a penitentiary armed with a 
tommygun, the whole community is aroused until the felon is dis- 
armed. 

The members of the criminal conspiracy of the Kremlin must be 
disarmed or human freedom will be destroyed on this planet. 

There are only two methods whereby the Communists can be dis. 
armed. 

By the classical way of frontal military attack and conquest of 
Communist forces. The human mind shrinks from this method in 
this age of strategic air power and nuclear fission. 

By aiding the 800 million victims of Soviet enslavement, many 
of weds are in these very Communist armed forces, by aiding them 
to get rid of their hated masters so that they might regain their free- 
dom and fashion for themselves governments of their own choice, 

Gentlemen, 2 years ago, this committee unanimously supported the 
amendment to which I referred at the outset, which amendment if 
implemented and enlarged upon provides the practical method 
whereby the Communists can be disarmed of their military strength. 

The current bill submitted by the Executive contains the same lan- 
guage, with a few changes which I believe improve the provision. 

In substance, the amendment provides for aid to persons residing 
in or escapees from Communist-dominated countries to form them 
into military units or for other purposes. 

You will remember how the Soviets, in November of 1951, stirred up 
a storm in the United Nations because of this amendment charging 
that by virtue of it the United States was interfering in the internal 
affairs of the peoples’ democracies. Vishinsky violently charged that 
we were, by virtue of this provision, intending to arm criminals and 
murderers ancaving from behind the Iron Curtain for frontal attack 
upon the U. S. S. R., and its satellites. The U. N. turned down 
Vishinsky’s case. 

Chairman Currerrretp. Didn’t Mr. Mansfield and Mr. Vorys de- 
fend this amendment? Were they not over in Paris at the time? 

Mr. Kersten. It is my understanding they were. 

Mr. Barrie. I understand they ran into a little difficulty on the 
psychological part of it, as they were explaining to us, Mr. Chair- 
man. Perhaps that language has been overcome in the’ present bill. 

Mr. Kersten. I think the language has not been changed, Mr. 
Battle, from what it was then in that respect and I think it should 
not be changed in that respect. I think the Soviet charge caught 
our State Department at the time and our representatives somewhat 
unawares because I do not think they were fully aware of the impli- 
cations of this amendment. The basic charge of the Soviets was that 
this was an interference in their internal affairs to form these units 
or to aid people behind the Iron Curtain in any way. 

However, later I would like to meet that. I think we do meet it 
and can successfully answer that charge. 

Chairman Currerrretp. I did not mean to interrupt you. I was 
just commenting on that fact. 

Mr. Kersten. That was in November 1951 and again in the fall of 
1952 the Communist Czech delegate repeated the charge and a full- 
fledged hearing was had this spring before the No. 1 committee of 
the United Nations. The Communist charge was again turned down. 
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Gentlemen, the forming of national military units to be attached 
to NATO or to the American Army is in no sense an interference in 
the internal affairs of the captive nations. 

The internal affairs of these peoples have been atrociously inter- 
fered with by the Communists. When Vishinsky, in the fall of 1951 
and Gromyko in the spring of 1953, charged that the implementation 
of this amendment was such interference, it was like a situation 
wherein a burglar is in the process of invading a private home and 
throttling his victim and a friend of the victim appears at the window 
and the burglar shouts “don’t interfere in the sanctity of this home.” 

In other words, any aid we give to these people to regain their 
freedom is in defense of the principle of noninterference. In other 
words, their affairs having been originally interfered with by the 
Communists and that interference not only interfering with the lib- 
erties of these countries but also endangering the freedom of the rest 
of the world, anything that can be done to stop this interference and 
absorption in their internal affairs is in defense of the principle of 
noninterference. That is my position. 

The formation of national military units to be attached to NATO 
or to the American Army—by such units I mean Polish military units, 
Czech and Slovak military units, and so forth—each equipped with 
its own distinctive flag and markings on their uniforms, will be the 
formation of powerful magnets of defection from the Communist- 
dominated forces. 

Such units will be devastating to the ability of the Communists to 
control the armies of the captive nations. They will be a crushing 
psychological blow to Soviet military power. 

Imagine if you will, the possibility which, God forbid, of the United 
States being taken over by the Communists. In such a situation the 
American Armed Forces would be under Soviet domination. Then 
imagine if at the same time, attached to the still-free military forces 
of the world and perhaps on the Mexican and Canadian borders there 
were created free American military units and over which still was 
flown the American flag. The average young American boy would 
want to escape through to these units. He certainly would have no 
will to fight against free forces to which such units were attached. 
And if conflict did break out such free American military units would 
be perfect magnets of defection. Such units would be places to which 
American escapees could go. 

That is exactly what the recently escaped Polish jet pilot, young 
Jarecki meant when he said and I quote: 

The only thing that is needed is to provide a place in the West where Poles 
could go and join in a common effort to fight this tyranny. In other words a 
Polish national force. 

Jarecki further stated that the biggest thing on his mind was a plan 
which would result in mass escape attempts by Polish pilots. He 
said that every man in his group without exception would like to 
get out. And then, as if to cao his words, a short time later a 
second man from his very squadron escaped. 

What was the result of these two dramatic escapes? The news from 
Moscow was that the Polish Air Force was grounded. 

Gentlemen, a well-organized and major defection program can 
ground more air forces and can immobilize many divisions of satellite 
and Soviet troops. 
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And military units formed of such escapees would be affected by no 
neutralism. 

They would have fire in their guts to resist communism. 

A. peace-through-liberation program can be carried out in large 
measure by existing official agencies. One of the most effective phases 
of such a policy can be put in operation immediately by formulating 
a real and dynamic defection program, or escape-to-freedom program, 
aimed particularly at satellite and Soviet armed forces. 

These escapees show the tremendous possibilities of a well-organized 
defection program. Consider also the boost in morale to the Com- 
munist-enslaved Polish troops. We have also the examples of the 
three Czechoslovak fliers, the transport pilots of the plane that landed 
in Germany. 

(Discussion off the record.) 

Mr. Kersren. These instances of airmen who escaped give us an 
inkling of what we could expect froin ground troops as well if given 
the opportunity. 

The number of Koreans and Chinese who now refuse to return to 
their Communist-dominated homelands show the deep-rooted fear 
and hatred of communism that exists among the Communist-enslaved 
people. We have every reason to expect that in any future battles 
or wars the defections from Soviet and satellite troops will be equally 
great. 

We are all aware to some extent of the importance of not yielding 
to the POW issue in Korea. As President Eisenhower has stated, 
we will not forcibly return any POW’s to Communist-dominated areas. 
But unfortunately I am afraid that we have not properly understood 
the tremendous strategic and psychological possibilities in the POW 
issue, Col. Kenneth K. Hansen, Chief of the Psychological Warfare 
Section at Allied headquarters in Korea, recently indicated these pos- 
sibilities in commenting on the POW issue in Korea. Colonel Hansen 
said: 

We believe that winning our point at Panmunjom will prevent World War III 

You can start at one end of the map of Europe and run clear from Bstonia 
through Bulgaria and find that those people are just as fed up with communism 
as the Chinese are. 

If we prove that they can come over to us and will not be sent back to be 
killed, the Russians cannot even start a war in Europe. 

This was reported by Robert Eunson, AP foreign correspondent, 
in the Washington Star, May 17, 1953. 

Colonel Hansen’s words should be carefully considered. He has 
stated the tremendous strategic possibilities of a well-organized defec- 
tion program. With a properly planned and organized escape-to- 
freedom program we can prevent world war IIT and eventually help 
these enslaved peoples to regain their God-given right to freedom. 
This issue being so important, we should exploit it to the full, and 
not merely apologize for it. It is not enough to only refuse to return 
the POW’s or any other escapees from communism. We should instead 
welcome them and utilize them to fight against communism. 

I presume that the committee has already been informed on the 
progress made on the present escapee program authorized under the 
Mutual Security Act. I understand that Mr. George Warren of the 
State Department was here before your committee this morning to 
relate the State Department’s activity on the escapee program. 
Therefore, there is probably no need for me to speak on that. 
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Chairman Cutrrrrrecp. 1 do not believe Mr. Warren has testi- 
tied yet. 

Mr. Kersren. I thought he had testified here and my remarks in 
that regard would be irrelevant. 

Mr. Smiru. Is he scheduled to talk? 

Mr. Crawrorp. It is my understanding that he may be one of the 
witnesses this afternoon at the 2:39 meeting. 

Mr. Kersten. Then, undoubtedly Mr. Warren will have the figures 
on What has been done insofar as the escapee program is concerned. 

| would like to make two specific suggestions for further amend- 
ment of section 602 of the present bill. 

On page 9, line 19, after the phrase, “or any Communist-dominated 
or Commiunist-occupied areas of Asia,” the “or Europe” should be 
added. 

The purpose of this is to specifically provide a means of helping 
escapees from Yugoslavia, who may be eligible for assistance under 
the present act. 

(Discussion off the record.) 

Mr. Barriz. Mr. Chairman, when we get time for questions I 
would like to ask more about Yugoslavia. I do not know whether 
you want to interrupt or let Mr. Kersten go on and finish. 

’ Chairman Cuprrrieip. I suggest we let him finish and then we 
will ask questions, Mr. Battle. That is just a suggestion. 

Mr. Barrie. Very well, Mr. Chairman. 

Mr. Kersren. There is, of course, a difference of opinion in Con- 
gress on the desirability of sending aid to Tito. I personally be- 
lieve we should send aid to Tito only under very strict conditions— 
which I outlined to your committee in 1951. But regardless of whether 
we aid Tito or not, I believe it would be highly desirable to give aid 
to escapees from Yugoslavia. It has been estimated that 500 to 1,000 
Yugoslav escapees from their native land each year seek asylum in 
other countries. We have a recent example in the case of the three 
pilots who were training in the United States have refused to return 
to Yugoslavia. These people ask and: need our help—we should 
give it to them, since they are victims of tyranny as are those who 
escape from the Kremlin tyranny. So regardless of how any of you 
may feel about aid to Tito, I believe that you can and should suppert 
a change in the amendment to include Yugoslavia without naming 
the country specifically. 

The other change I recommend is changing the words in the orig- 
inal aet—Public Law 165—in section 101 (a) (1) reading “not to 
exceed $100 million” to “not less than $100 million.” 

I suggest even another possible change because I think the pro- 
gram should be more elastic: That figure $100 million could be in- 
creased to $500 million. That is, “not to exceed $500 million.” 

We understand that that does not in any way increase the overall 
appropriation, because the $100 million is taken from the total amount 
allotted to Europe. So if the amount of $100 million were increased 
and the phraseology were to read, “Not to exceed $500 million,” this 
would give more elasticity to the program and would not in any way 
increase the overall appropriation. 

This change would give a greater amount of leeway to the admin- 
istration in developing the national military units of escapees which 
is the main purpose of this section of the law. I have talked to men 
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at.the Pentagon and they have indicated to me that they would like 
some assurance that Congress will continue to provide funds for 
escapee military units after they are set up. This change would 
assure them that more funds can be available to them if necessary. 
Furthermore, when the national military units are set up and oper- 
ating, they may prove to be such a success that more funds will be 
needed to expand the units into ever-increasing size. I believe enough 
flexibility should be provided in the bill so that the esc: apee program 
can be developed to whatever degree circumstances indicate will be 
advantageous to us in the cold war. 

The pr ime purpose of our entire defense effort, of our political and 
psychological ws arfare should be to cause to fall aw ay from the Com- 
munist conspiracy the military power which makes its evil purpose 
effective. 

The United States should immediately take the leadership in this 
new affirmative action, the basic philosophy of which our President 
has laid down in his new policy of liberation by all peaceful means. 

What more effective, what more peaceful means can be employed 
to paralyze Communist power than to afford to escapees from behind 
the various countries of the Iron Curtain the military cadres wherein 
they can participate in the defense of liberty and look forward to 
ultimate freedom in their native lands. 

Chairman Currerrretp. Thank you, Mr. Kersten. 

Are there any questions? 

Mr. Batrtp. It is good to see you, Mr. Kersten, and we appreciate 
this testimony very much. 

I was quite concerned about your references to Yugoslavia, here, 
first because it is our policy to work with Yugoslavia, even to the 
extent of giving them military aid. As I gather it, you more or less 
in your own mind classify them to some extent at least with the other 
satellite or Communist countries. 

I was over in Yugoslavia not too long ago, and I did not realize the 
seriousness of this ‘problem which you have pointed up so well, and 
I just wonder if vou would elaborate a little bit more on that 
proposition. 

Our policy today is one of confidence in the Government. This 
would put us on record as not having confidence in the Yugoslav Gov- 

ernment while at the same time we are giving them military aid. 

Mr. Kersten. My answer to that, of course, is not based upon any 
actual experience of mine in Y ugoslavi ia. I have no such background 
as you have, you having been there, Mr. Battle. 

However, we are faced with the reality of a considerable number 
of escapees from Yugoslavia. 

As I understand it, the figure is from 500 to 1,000 per year. 

We have the example of these three Yugoslav flyers who refuse to 
go back. I think we can understand that the reason for that it because 
¥ ugoslavia is a Communist state and while Tito had his conflict with 
Stalin, recent events indicate that he is m: iking his peace with Malen- 
kov. 

I believe that this cold-war conflict that we have is basically a con- 
flict with the Communist world. In other words, with a portion of 
the world under which people live in the Communist police state. It 
is my understanding that that is true to a very large extent, of the 
people in Yugoslavia. They live in a Communist state. 
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Wherever we give out our substance, the substance of the people of 
the United States, we should do nothing to perpetuate the Communist 
way of life and I think the very least we can do is to give it under 
very strict conditions and those conditions in and of themselves would 
indicate that we do not have confidence in a Communist state, and the 
fact that we would harbor and permit Yugoslav people who are lovers 
of freedom and who are anti-Communist to participate in the overall 
issue of communism, slavery versus freedom, I think such a position 
would be consistent with conditions of this kind. 

Mr. Barrie. Do you think it would be a good gamble for us to 
go ahead with this program of sending aid to Yugoslavia under 
limited conditions ¢ 

Mr. Kersten. First of all, I am against giving Yugoslavia aid with- 
out conditions. 

Mr. Barrie. What kind of conditions would you put on? 

Mr. Kersten. I would say that the formula for such conditions 
should be an analysis of basic human freedoms which we certainly are 
aware of, and by some reasonable formula to insist upon the estab- 
lishment of or the beginnings, at least, of these freedoms. 

If we do not, while we might gain the questionable loyalty of a 
Communist dictator, we would lose the support of the Yugoslav 
people. 

I think this whole program, not only in Yugoslavia but in every 
Communist-dominated area that we would have or make any efforts 
toward, should be based on the people. I think therein lies our safest 
foundation. 

Mr. Barrie. Of course, we have to deal with the governments. 

In your own mind do you think of Yugoslavia in the same terms 
that you think of the other Communist satellite countries? 

Mr. Kersren. Pretty basically I think that is true. 

Mr. Barris. Do you think this break with the Kremlin is definite 
and sincere ? 

Mr. Kersten. I think there was a break between Stalin and Tito, 
unquestionably, but certainly there have been significant news reports 
that that break does not presently exist between the Kremlin and 
Tito and once diplomatic relations have been fully reestablished be- 
tween Tito’s Communist state, and Malenkov’s Communist empire, 
it will be a very natural thing for Tito’s government to gear into the 
government of the Kremlin because it meshes pretty basically in the 
Communist pattern. 

Mr. Barrie. When was it these flyers escaped that you mentioned 
in your statement ? 

Mr. Kersten. That is quite recent. I do not remember the exact 
details. 

Mr. Battie. Was it this last year? 

Mr. Kersren. I think it was in this present year, yes, sir. 

Chairman Cureerrretp. Mr. Smith 

Mr. Smiru. I think I feel very much as Mr. Kersten does about Tito 
and his country. I do not think you can separate one Communist 
from another. 

I would like to call the attention of the committee to the bill on 
page 10, and Mr. Kersten has already called attention to it. We are 
even suggesting that with reference to the escapees that we amend 
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the bill to provide “or any Communist-dominated or Communist- 
occupied area of Asia.” ; 

It seems to me that goes right to the very heart of it. I mean we 
have to change our position one place or the other. We cannot have 
that provision in and give it to Tito because he admits he is a Com- 
munist and they have a Communist state. 

We are going to have to give that some thought, it seems to me, 
as we write up our bill. 

I would like to make this observation: First of all I want to thank 
you, Mr. Kersten for your statement. I think it shows a lot of study. 
T want to support your position with reference to the people of Yugo- 
slavia. I have had many Yugoslavians who have escaped from Yugo- 
slavia come to my office. Some live in Milwaukee, by the way. You 
have very likely met them also. They say that Tito does not have the 
support of his people. 

Yesterday afternoon we had a witness, Mr. Smyth, who was a busi- 
nessman in Yugoslavia for 20 years end he made that very state- 
ment, too, that given the opportunities of people who are a liberty- 
minded folk, they would desert Tito like rats leaving a sinking ship. 

Chairman Cuirerrterp. Are there further questions ¢ 

Mr. Fulton 

Mr. Fuuron. In order to bring the figures on escapees from Yugo- 
slavia up to date, I met two specific escapees that left Yugoslavia on 
March 20, 1953, and are now in a camp near Nurnberg, Germany. 
As they are escapees from Communist-dominated Yugoslavia they 
are not under our program and there is no place for them to go. They 
are trying to live on a little less than a mark a day, in filthy conditions. 
They are young men, about 19 years old. 

Their sole crime in Yugoslavia was belonging to an American Free- 
dom Club, which is a group of secret high-school clubs that have been 
formed in small units out of their interest in America. 

These young fellows are stranded because Germany does not want 
them. They cannot go back to Yugoslavia because the police were 
after them simply because they belonged to this harmless organization, 
and there is nothing that can be done with them. 

That is a current problems and I am glad to hear you say that. 

(Diseussion off the record.) 

Mr. Bentiry. I wanted to ask you about this recent news story 
about a $100,000 reward for MIG’s in Korea. 

That was not done with any funds in this program, was it? 

Mr. Kersten. No. Of course, it would be similar. Some people 
feel that the reward for a MIG is in the nature of a bribe. Nonethe- 
less I do not think it need be considered as such. T think basically it 
is a sound idea because many of these escapees who come from behind 
the Iron Curtain, when they get their freedom they have no status, 
they have no place to go. If they could be given a place to go, a home 
or some other tangible thing, that would be attractive and it would 
be entirely proper, although not necessary. 

I think the most effective thing rather than to offer them sums of 
money would be to offer them a place, like a military unit where they 
could go to and they would be taken care of, they would not have to 
worry, and they would be certainly participating in the strength of 
Western Europe. 
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I would, if I may, like to add this one thought because I think it is 
important: In times past there has been a serious question as to 
whether or not our allies would permit this type of thing. I think 
our allies would permit and would ultimately be in favor of this type 
of thing for two reasons. 

No. 1, it relieves the Western European countries of a certain degree 
of their manpower drain and this should be very attractive to them. 

No. 2, I do not think they are in any position to object because the 
French has its foreign legion and of course I do not claim that these 
are, nor should they be, foreign legions. The French do have their 
foreign legion and the English in times past have fought many of their 
wars through other than colonial peoples. Here we would be imple- 
menting the people who are most concerned about the battle against 
communism and are thinking of the freedom of their own lands. 

I believe they would be people of the highest motivation, people with 
fire in their guts about communism. 

Basically there should be no objection. There should be a welcom- 
ing on the part of Western Europe, to these units. 

Mrs. Bouron. I have two questions. Perhaps you have answered 
this and if you have I will look it up tomorrow. 

How do we know that these so-called escapees are not Communists? 

Mr. Kersren. I have not touched upon that, Mrs. Bolton and I think 
it should be referred to. That is a problem that naturally arises. The 
military people to whom I have talked about this believe that they can 
successfully screen these escapees. There are two considerations: 

Those who escape, and particularly if there is any kind of mass es- 
cape—the great likelihood is that they are wanting to get away from 
the Communist areas and when one considers that the U. S. S. R. per- 
mits people out of its orbit—as you are thoroughly familiar with Mrs. 
Bolton—only if they have a hostage back home to keep them in line, 
like parents and relatives. 

Another consideration is that in these units where they are formed 
into national units—in other words, all the Poles in one group, and in 
the several subgroupings of those Poles, I think it would be the plan, 
and the military people have indicated this, that they would set it up 
this way, people from the same area would be in the same unit so that 
they would be self-policing. 

Finally, these escapees would be much more subject to control in 
military formations than they would be if they were just wandering 
around Europe. 

Mrs. Bouron. I agree with you. 

I am very glad that the subject of the $100,000 a plane was brought 
up. Ihad a very interesting editorial sent me from Tokio. From what 
I read and some of the letters I have had from the area, I have felt 
that that was one of the worst things we have ever done, that we put 
a premium of $100,000 on the first plane. 

Now, anybody who brings a plane out, anybody who does that will 
be accused of doing it for the almighty dollar. To me, it was a terrible 
thing to do to ourselves and to some of those people behind the curtain 
who want to get out who would not dare have that connotation put on 
them. They would not do it just because of that. I just want to reg- 
ister that in the committee because to me it is a vital, vital thing and 
a most tragically unfortunate one. 
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Mr. Bartte. I agree with Mrs. Bolton on that, and also with Mr. 
Kersten, who has the better solution by saying that these people woul 
be much more willing and effective if they had a place to go to. 

Mr. Kersten. There is a story, Mr. Battle, that I think is worth 
noting that I heard not long ago, told me by Monsignor Horvath, who 
was head of the Christian Democratic Trade Union of Europe. 

He said shortly before he came to this country he went into a camp 
where there were about 120 escapees from several of these countries. 
They came with their arms, some of them. They said, “Where are 
these military units we can get into?” 

Horvath said, “Well, they have not been set up. We can take you 
over to Canada or even to the United States.” 

They said, “No, we do not want to go. We want to stay here and 
participate in the defense of Europe and ultimately return to our 
own lands.” 

I think that is very significant. 

Mr. Chairman, may I thank you and the committee for this privi- 
lege? 

‘If there is anything in this statement that should not be made pub- 
lic—I did not think there was except I thought some questions that 
might be asked might better not be made public (but I would like to 
give this out if there is no objection. 

Chairman Currerrrevp. I do not see any objection. It is your state- 
ment. It is not a statement of the committee. 

You may proceed, Mr. Wood, with any witnesses you care to. 


STATEMENT OF HON. C. TYLER WOOD, DEPUTY TO THE DIRECTOR 
FOR MUTUAL SECURITY 


Mr. Woop. Mr. Chairman, you may recall that when we adjourned 
yesterday Mr. Loftus had just made his statement on India and re- 
ferred briefly to Pakistan. 

I suggest, therefore, that if there are any further questions that the 
committee has on this very important pair of countries, Mr. Loftus 
can respond to those questiohs now. 

It may be that it would be useful for him to say an additional word 
about the Pakistan program. I do not know whether you finished 
your statement, Mr. Loftus. 


FURTHER STATEMENT OF JOHN A. LOFTUS, COUNSELOR OF 
EMBASSY FOR ECONOMIC AFFAIRS, AMERICAN EMBASSY, NEW 
DELHI, INDIA 


Mr. Lorrvus. Because of the nature of my work, I have not been 
familiar with the detail of the Pakistan program, but the concepts 
upon which it is based are the same as those upon which the Indian 
program is based. 

It is much the same thing on a smaller scale. 

I would like, however, Mr. Chairman, to take one moment to clarify 
my answer to the question Mrs. Kelly raised yesterday. She was ask- 
ing about embarking upon this sort of thing in India—and the same 
question I assume would apply to Pakistan—that we were somehow 
committed to carry through during the 5-year-plan period. 

In answering Mrs. Kelly’s question I think I was a little too much 
preoccupied with the implication as to whether we were committed in 
at least the amount of this year’s request, rather than directly with 
the question of, should we feel that we are committed. 
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Now I think with respect to the latter, the whole logic of my state- 
ment and the emphasis that I put upon the political importance of the 
5-year plan and of the achievement by the next election in India, of 
some measurable economic progress means that we are somehow com- 
mitted, though in what mathematical sense I would not be able to 

say—I mean I could not come before this committee and say that we 
would feel under compulsion in the next 2 years to ask for more than 
we are asking for this year nor could I say we would be able to ask 
for less. 

I can only say, the financial arithmetic filed in my statement yes- 
terday indicates that the total deficit of India’s resources in relation 
to the requirements of the plan appears to be something like $500 

million, but $110 million that we are asking for now is the amount 
thi it we know, in terms of projects we have already launched, we know 
we can usefully put to work at least this much in this year and for 
the next 2 years we will have to face that problem when we come to it 
that it would be immensely helpful if in the record of this committee 
and in the floor discussion there were some kind of an assurance 

that we are not going to let this program for the balance of the 5-year 
period fail for ‘lack of our financial assistance if all the other in- 
gredients of performance are present. 

Now that, I grant you, is not a request for future years. 

Chairman Currerrietp. Of course, we cannot commit future Con- 
gresses, either, on what action they may take. 

Mr. Lorrvs. I fully understand that, Mr. Chairman. 

Mr. Merrow. With reference to India, the 5-year plan was pro- 
gramed at $4,250,000,000. Now why did they not program a 5-year 
plan that was within their financial capability, rather than set up a 
program that has a deficit of $600 million to $700 million, with the 
expectation that we might underwrite such a program ¢ 

Mr. Lorrvs. Mr. Merrow, I am quite convinced they did not. come 
up with this in the expectation that we would underwrite it. 

In the original draft outline—that is the first shot at a 5-year plan, 
the deficit was very much smaller than that which shows now. It was 
a deficit that they thought if possible would be met by their friends, 
as they say. I mean they had been invited by the other countries of 
the Commonweath to state what their total needs would be, and that 
first 5-year draft outline that was published in the summer of 1951, 
that showed a very modest deficit that was compatible with this sort 
of assurance that they had from members of the Commonwealth. 

Then when they proceeded to revise that program, without taking 
on any new projects, but just by recosting things that they were 
obligated in any case to do, they found that the real costs of doing for 
ext umple, this community-project type of development, that the real 
costs were very much greater than they had earlier anticipated. 

I think it comes down to this, that once they started to do this kind 
of intensive rural improvement they found that the loose generaliza- 
tions they had made in the earlier draft were on the low side. 

The difference is that in the earlier draft they said, “So much for 
agricultural extension, so much for rural health, so much for village 
improvement, so much for rural education,” It was on a sort of an 
all-India basis. Then when they translated these all-India loose esti- 
mates into what it will cost to do concrete things in concrete places 
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they found those estimates were underestimates. It is really the same 
program, recosted. 

Mr. Merrow. Now we provided $45 million this last year, for India ? 

Mr. Lorrus. That is correct. 

Mr. Merrow. Suppose we do not give them any more than $45 
million for technical assistance this year and say that we will give the 
same amount of money but we are not going ahead with this othe: 
large sum for implementing the 5-year program, or for implementing 
our technical assistance, that we will give only the same amount of 
money? What will happen then? 

Mr. Lorrus. Well that money weuld be put very usefully to work. 

I think the question that is raised however is whether we would 
then have a reasonable,chance within the veriod until the end of 1956 
of accomplishing what I assume is our objective here. Tt seems to me 
what we are of necessity trving to do in India is to hold the country 
together during this critical period and to hold it on the right side of 
the fence. 

Now there is no question that any amount of money that the Con- 
gress saw fit to give for this work could be usefully employed, but that 
does not answer the question of whether it is enough to enable this 
country by 1956-57, to have shown to its people that measure of eco- 
nomic progress that they are demanding of this Government. 

Mr. Merrow. Is it your opinion that if we do not give them any- 
more for the coming fiscal year than we have allocated for the current 
fiscal year that they will be on the wrong side of the fence or that there 
will be a deterioration or that of the Government will fall or something 
of that sort ? 

Mr. Lorrus. No, sir. T think, however, that if by the critical date of 
1956-57, if they have fallen notably short of what the people are 
demanding be done, that there will be a reconsideration in India of 
what kind of a government to have, what kind of a set of institutions 
to ~— 

I do not think you can say anything necessarily would happen this 
year as a result of the size of the aid we might extend to them. this 
vear,; but it is taking the per iod as a whole, this tvpe of government 
has to deliver on the promises which in effect carried it into power, 
if it notably falls short—and I cannot measure “notably” sir. It is 
not possible to make a precise measurement here, but if there is 
a substantial short fall and the people feel that this system of society 
and this system of government has not given them what they have 
needed and what was denied to them over a century of earlier history, 
they are going to look to some other kind of government. 

Mr. Merrow. Do you think they have the capacity to absorb effec- 
tively not only the same amount that we put in last year but this addi- 
tional amount which makes it around $100 million ? 

Mr. Lorrvs. I think there is no question about that. You see their 
5-year program of expenditures is faced in this way: 

They figured to spend about $600 million in the first year of the 
plan—and they did spend that. They figured to spend about $800 
million in the second year of the plan and they did spend $775 mil- 
lion. The third-year tempo calls for them to go un to about $1 billion. 
That is a going concern, and the projects also which we proposed to 
help them on are going concerns. It is a continuation and expansion 
of the same things that we have been doing, and the slow period of 
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» halting start is over now. This program is in business, and I 
think there is no question whatever that the specific forms and projects 
in which we would propose to use this $110 million can be carried out 
during this fiscal period. 

Mr. Merrow. There is a question in reference to Pakistan. ‘They 
had $12 million to spend this last year and they will have $1 million 
left over as I understand it on June 30, and they are asking for $13 
million for teclinical assistance for this coming year, plus the devel- 
opmental aid, plus the wheat loan. 

Now since they have $1 million carryover this year, it is difficult 
for me to see how we ought to keep increasing that technical aid at 
the moment as well as putting on a lot more ‘for economic develop- 
ment. I question their capacity to absorb that. 

Mr. Lorrus. There may be others who may: be able to speak with 
greater Knowledge of detail about Pakistan. I am quite sure how- 
ever as far as this goes, this is correct, that we have gotten off to a 
very slow start in Pakistan, much less fortunate than in the case of 
India. They in turn, the Pakistan Government in turn, has been 
much slower in getting itself organized. I think the two things are 
interrelated. We have not been able to be effective because they were 
slower in getting their plans firmed up and crystalized, but I am 
told that we now have a very efficient American operation in Pakistan 
and that the Government’s plans have firmed up to a point where you 
can now expect the kind of rate of progress that we have in fact real- 
ized in Dida. 

Mr. Merrow. I am trying to determine if there is a possible way to 
do this at a lesser figure because for these two countries we will have 
to ask the Congress | to authorize and later appropriate $210 million, 
approximately, when you get the wheat and developmental aid and 
everything included that is a pretty high figure and it is going to be 
very diffic ult to get it. 

(Discussion off the record. ) 

Mr. Merrow. Mr. Chairman, just one thing more: If we go ahead 
with this program this year and give India “the money, that means 
that we are helping the 5-year program for the next fiscal year ? 

Mr. Lorrvs. Yue, sir. 

Mr. Merrow. Though that involves no commitment for the future, 
the fact remains that the plan is to run for approximately 2 more 
years after. 

Mr. Lorrvus. That is right. 

Mr. Merrow. Then, what, in your opinion, are we going to be asked 
to do, to make up the rest of it at the tune of $200 million a year, per- 
haps? And, then, even that would not completely cover the deficit. 

Mr. Lorrus. Mr. Merrow, what I was trying to say at the outset is 
that if you look at the Indian arithmetic of their 5- year plan, it looks 
as if the total deficit is not less than $500 million for this 3-year period 
remaining in the plan. 

That arithmetic, however, is based on a whole series of estimates 
which could be wrong at any one of the several different points. In 
involves calculating w vhat the different projects are going to cost, what 
they can raise in taxes, what they can borrow from their own people, 
what help they will get from other members of the commonwealth. 

Now, there is a possibility, of course, that all these possible errors 
will accumulate in the wrong direction and that the deficit would be 
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greater than $500 million, but there is also a possibility that they would 
work in the opposite directions, or in a favorable direction, so that 
the deficit might not be that great. 

In other words, I do not think we can make firm forward plans 
now on this kind of a calculation, but the calculation for this coming 
year of what they must do in this year, and what they will do is suf- 
ficiently definite that you can put forward a figure as we are putting 
it, of $110 million, and simply say that there is going to be a gap for 
the remaining 2 years also. But, I could not say it is going to be $200 
million for each of those 2 years, 

Mr, Merrow. Would that whole figure, including TCA, be charged 
to this deficit ? : 

Mr. Lorrvs. It will go to plans which will reduce the deficit. 

Mr. Merrow. It appears to me we will be asked for $200 million a 
year in the future, or for the next 2 years, anyhow, after this one. 

Mr. Lorrus. I would like to make one other point clear, too, Mr. 
Merrow, What I have argued in my testimony yesterday and again 
just now is that it seems to me in our interests to do what we can to 
help see that there will not be a major short fall, a major failure. That 
does not mean necessarily that every detail and every project in the 
plan must be absolutely completed on schedule. In other words, there 
is. some slack there, too, and therefore this raises the question of future 
judgments, really, as to what would be a reasonable contribution for 
us to make in each of those next 2 years when we see what sort of prog- 
ress has been made, and also how the internal political situation is 
developing. 

Mr. Merrow. That is all, Mr. Chairman. 

Chairman CutrerFieLD, Mr. Wood, do you have another witness? 

Mr. Woop. Yes, sir. 

May I just point out, Mr. Chairman, that we have now covered 
the special economic assistance in the 2 countries in the South Asia 
area concerned. 

There are small technical programs and development programs in 
2 other countries in this area, Afghanistan and Indonesia. I think 
the record will be complete if we may insert from these blue books 
something on those programs. The Afghanistan program involves a 
request of $1.48 million, and that for Indonesia, of $4 million. I think 
the committee would not wish to have any extended discussion of these 
programs. I am at your service, if you do wish such a discussion. 

Chairman Cuirerrizip. Will you make up a statement explaining 
those programs ¢ 

Mr. Woop. We will be glad to do so. 

(The information requested is as follows:) 


AFGHANISTAN 


United States program cost fiscal year 1954 $1, 400, 000 
Estimated Afghan contribution__- $5, 000, 000 
Number of United States technicians.._-._..-..----.--~-----~- oe 51 


; ad as 
Mitther Of Grathing aware. itl ee Sele 55 


I. RESOURCES AND NEEDS 
Natural 
Afghanistan’s economy is predominantly agricultural and pastoral, wheat 
being the principal crop for home consumption and karakul (black lamb) skins 
the chief product for export. Very little mining development has oceurred. 
Failure to exploit even such mineral deposits as are available has resulted in 
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an almost complete lack of indigenous fuel; nor has the hydroelectric potential, 
which could provide the power base for rudimentary industry, been developed. 
Much of Afghanistan's arable land is barely adequate to support its cultivators 
as a result of disuse and deterioration of the ancient irrigation systems. The 
country itself is broken into fragments by the mountains of the Hindu Kush. 
This range, which divides the northern half, bordering the Soviet Union, from 
t}e southern half seriously aggravates the problem of establishing adequate 
communications and transportation. 


Human 

Ninety percent of Afghanistan’s 12 million people till the soil or raise stock, 
One-fourth of Afghanistan’s population is nomadic, and most of these escape 
the rigorous winters by migrating southward to warmer areas, including Pak- 
stan. If political stability is to be assured, the Government of Afghanistan 
must make provision for permanently settling the almost 3 million nomads who 
make these annual migrations. 
Capital 

Afghanistan’s foreign exchange earnings are tied directly to its earnings from 
karakul exports. In this field, which itself is heavily affected by changes in 
style, Afghanistan competes directly with the Soviet Union and has steadily 
been losing ground. Governmental revenues derive principally from import 
nd export duties, and fluctuate with changes in the karakul market. Since 
fghanistan’s import needs for minimum amounts of cotton piece goods, sugar, 
tea, and petroleum products are relatively inflexible, the resources available 
for economic development fluctuate even more erratically from year to year. 


II, GENERAL SITUATION 


In order to build a stable economy Afghanistan must: 

(a) Expand its irrigated acreage sufliciently to offset the effects of recurrent 
droughts, such as the one which led this year to a request for a $1,500,000 wheat 
loan from the United States. 

(b) Settle its nomadic peoples. 

(c) Develop processing industries for its agricultural products. 

(d) Establish adequate communications and transportation facilities linking 
the outlying provinces with the capital city. 

(e) Develop its mineral resources, and 

(f) Diversify its export trade. 

Development in the north of Afghanistan has been carried on almost entirely 
by private enterprise. But when the Government, following a U. N. technical-as- 
sistance survey of mineral deposits in the north, negotiated with western firms 
for test drilling of oil, Soviet Russia protested vigorously and applied strong 
pressure to prevent such firms from operating in that area. 

The major development effort of the Government itself has been the Helmand 
Valley project in the southwest. Using $17 million of its own resources and a 
loan of $21 million from the United States Export-Import Bank, it has launched a 
large-scale project to develop irrigation and power in the Helmand Valley and 
to make available large tracts of new lands for the settlement of nomadic tribes. 
A United States firm, Morrison-Knudsen, was employed to carry out this project. 
Progress on construction is ahead of schedule and irrigation water is now be- 
coming available. The Afghan Government is now faced with the difficult prob- 
lems of land settlement and land use; of demonstration and extension to show 
newly settled nomads the use of effective irrigation agriculture techniques; and 
of establishing health, education, processing, marketing, and other facilities in 
the newly settled areas. Yet the Afghan Government has only a handful of 
trained personnel to cope with these problems. United States technical assist- 
ance is essential for backing up their efforts. Inevitably, since financing and 
construction of the Helmand Valley project come principally from United States 
sources, the United States will be identified by the Afghans with its failure or 
success. Success of the Helmand Valley project will not only affect Afghanistan 
but will demonstrate both to it and its neighbors the fruits of our partnership 
which is based on mutual confidence. On the other hand, failure to solve the 
problems associated with this development could result in political chaos and 
loss of the bulk of the resources invested in the project. 
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Ill. THE PROGRAM 

Objectives 

1. Provide technical assistance needed to help solve the problems of land settle- 
ment and agriculture of the Helmand Valley project. 

2. Build a core of trained Afghan technical and administrative personnel. 
Chronology and agreements 

A basic technical cooperation agreement was signed on February 7, 1951, and 
amended in January 1952, as required under the Mutual Security Act. Since 
April 1951 exchanges of notes at the diplomatic level have formalized the various 
projects under the technical-assistance program. 
Financing 

The United States contribution to the joint program was $253,700 in fiscal 
year 1952 and $641,000 in fiscal year 1953. The Afghanistan Government has 
undertaken to meet local currency costs of United States technicians working 
on the cooperative program. It has also invested large quantities of its own 
resources in the mining, education, and Helmand Valley projects in which the 
United States is cooperating. Its total contribution for all of these purposes 
in the fiscal year 1953 and fiscal year 1954 program is estimated at the equivalent 
of $5 million each year. 


Program costs 


(Costs in thoysand dollars} 


Fiscal year 1953 program Proposed fiscal year 1954 program 


United 
States 
technicians 


United 
States 
technicians 


Training 
awards 


Training 

awards 

Other ».,,, Other| ,,. 

* x . costs Potal - _ neous costs lotal 
Num- Num- Cost Num- 


Cost ber | ber 


. | 
Cost vem 


ber Cost 


Agriculture, forestry and | 
fisheries 2 11) 63.0 77 , 31, 400.6 36 
Health and sanitation f : 3 7.5 15} 52.: 6) 75.0 5 
Education 3) 15.0 f 11; 119.0 6 
Natural resources : 3: 3| 17.5 89. f 3) 40.8 3 
Transportation and com- 
munications - ™ ‘ 5 
Domestic program ex- 
penses . 4 7.0 8. 28.0 E | §9.0 


Total. 228 321 20, 110.0 3 . 51| 663. 4 55; 306, 430. 6/1, 400.0 


1 Ineludes technicians under contract. 
? In addition, there are 5 contract employees in the field who come under fiscal year 1952 funds. 


Agriculture, forestry and fisheries 


Total Wutted Diath cam 225 os St ese ee $870, 200 
Number of United States technicians- 81 
Number of training awards____- , 36 


Objectives: To provide trained agricultural extension workers, especially in 
the Helmand Valley, and to assist the Afghan Helmand Valley Authority in 
planning and carrying out a land development and land settlement program in 
newly irrigated areas. 


MAJOR ACTIVITIES IN FISCAL YEAR 1954 


Agricultural education, $290,000 


Continue support of vocational training, in agriculture and assist in expanding 
present training facilities. Under a contract with the University of Wyoming, 
instituted in fiscal year 1953, the United States will continue to provide instruc- 
tors, teaching and laboratory materials for a vocational agriculture school in 
Kabul and will establish subsidiary agricultural training centers in the Helmand 
and other areas. Training of Afghans at the University of Wyoming will be 
continued. 
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Progress to date.—In fiscal year 1953 the University of Wyoming sent a di- 
reetor of vocational agriculture and three instructors in that field to the exist- 
ing agriculture school in Kabul. Together with Afghan officials a joint program 
for expanding and strengthening this school was developed. Thirteen Afghans 
were brought to the United States for training at the University of Wyoming, 
10 in the field of agriculture, 3 in engineering. 


Helmand Valley team, $565,200 

The United States team of experts in the Helmand Valley will assist in soil 
analyses and surveys; the development of an experiment station; research on 
size of farm units, credit facilities, and marketing institutions; providing infor- 
mation to new settlers on irrigation techniques and agricultural practices 
(through Afghan extension workers) ; and planning the location of irrigation 
canals and settlement areas. 

Progress to date.—In fiscal year 1953 United States technicians on the Hel- 
mand Valley team helped the Afghan Government to draw up a plan for the estab- 
lishment of an Afghan Helmand Valley Authority to direct the development of 
Helmand Valley lands. The team also provided advice to the new authority in 
solving major land-use problems. This advice was eagerly sought and a strong 
cooperative relationship with Afghan authorities was established. 

Locust control, $15,000 

Participation in international cooperative action to deal with these insect 
pests, which range from the Sahara to the Indus plains, 

Progress to date.—Locust swarms did not settle in Afghanistan in the past 
year. The regional control program, however, indirectly benefited the country 
by eliminating swarms at eurlier stages. 


Health and sanitation 


Total United States contribution fiseal year 1954__- $180, 000 
Number of United States technicians pe i 6 
Number of training awards__-_____-_-_____-~ sao _ 5 5 


Objectives: To provide adequate training in elementary sanitation and disease 
control to the many settlers in the Helmand Valley as an integral part of the 
land settlement and development program in that area. 


MAJOR ACTIVITIES IN FISCAL YEAR 1954 


Health teams, $155,000 


Two public-health teams, each composed of a doctor, nurse, and sanitarian 
to train a corps of Afghan subprofessional and village-sanitation health workers. 

Progress to date.—In fiscal year 1953 a doctor and a sanitary engineer initiated 
a survey of the health needs in the Helmand Valley and developed plans for 
training a corps of subprofessional health workers. 
Vedical training, $25,000 

Five Afghan students to receive professional medical training at the American 
University in Beirut. 

Progress to date.—In fiscal 1953, 3 grants were awarded Afghans for study in 
medicine at the University of Beirut. The three Afghans have done well and 
proved the feasibility of sending other Afghans to this school. 


Education 


Total United States contribution $165, 000 
Number of United States technicians__.._..__- m ‘ 11 
PRR 0 ee ieee di 6 


MAJOR ACTIVITIES IN FISCAL YEAR 1954 


ifghan Institute of Technology and Habibia College, $60,000 


Five instructors for the Afghan Institute of Technology, the best and most 
modern Afghan school devoted to the training of young men in technical and 
mechanical skills. Grants will also be made to supplement salaries of American 
teachers at Habibia College and cover travel expenses of their dependents to 
Afghanistan. These teachers are hired by the Afghan Government, which cannot 

33064—53——_68 
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afford to pay adequate salaries and is, therefore, finding it increasingly difficult 
to recruit the desired caliber of teachers. 

Progess to date——In fiscal year 1953 five instructors were made available to 
the Afghan Institute of Technology. By the end of calendar year 1953 the 
school will have graduated its first 3-year class, a significant achievement in this 
field in Afghanistan Much progress has also been made in training Afghan 
teachers to replace the American teachers. In 1953 grants were given to 
Habibia College, the oldest and best secondary school in the capital of Kabul, to 
supplement the salaries of the American teachers. This developed a much-needed 
incentive to the teachers already on the rolls as well as to those considering 
taking teaching jobs at the school. 

Teacher training, $65,000 

In fiscal year 1953 it is proposed to provide six trainer-instructors for Afghan- 
istan’s Teachers’ College, which shows great promise in meeting Afghanistan's 
needs for skilled teachers. 

Progress to date.—None—new project. 


Natural resources 


Total United States contribution ‘ ; ibis tale $100, 800 
Number of United States technicians____-_ 3 
Number of training awards ee Beas 3 

Objectives: To assist Afghanistan in exploiting its fuel and other mineral 


resources, 
MAJOR ACTIVITIES IN FISCAL YEAR 1954 


Coal mining and minerals, $100,800 

Two engineers will continue work begun in fiscal year 1952 and fiscal year 
1953 as adviser to the Ministry of Mines on the exploitation and use of coal 
reserves. A metals engineer will continue the work, begun late in fiscal year 
1953, of exploring Afghan resources of beryllium, copper, and sulfur. He will 
also assist the Ministry of Mines in determining the best possible methods of 
exploiting the deposits discovered. The field equipment needed by these en- 
gineers will be provided. 

Progress to date.—Both Karkar and Isphushta coal mines have yielded higher 
coal output. Fire hazard has been greatly reduced. Ministry of Mines has 
been influenced to provide better living conditions for Afghan miners. 


Transportation, communications, and public works 


Total United States contribution____ $25, 000 
Number of United States technicians 0 
Number of training awards 5 


Objectives: To implement programs on road development which the Afghan 
yovernment is undertaking by providing training in roadbuilding to qualified 
Afghans in the United States. 


MAJOR ACTIVITIES IN FISCAL YEAR 1954 


Bring 5 Afghan trainees to the United States, $25,000. 
Progress to date.—This is a new training program. 


IV. OTHER TECHNICAL ASSISTANCE PROGRAMS 


The first United States economic assistance rendered Afghanistan was an 
Export-Import Bank loan in 1950 for $21 million granted to supplement funds 
allocated by the Afghanistan Government for the Helmand Valley project. 

Assistance by the United Nations and its specialized agencies was initiated in 
1950. FAO has assisted with cotton production and the karakul sheep herds and 
advice on agricultural development and veterinary sciences. UN-TAA is ad- 
vising on general economic development and on the development of ground-water 
resources. UNESCO is working in the fields of technical education and primary 
teacher training. WHO is working with the Government in the field of malaria 
and venereal-disease control as well as advising on maternal and child-health care. 
Supplies and equipment for this last project are being furnished by UNICEF. 
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INDONESIA 


United States program cost fiscal year 1954___~ sine $4, 000, 000 
Estimated Indonesian contribution did a $8, 460, 000 
Number of United States technicians i ‘i 137 
Number of training awards pen pone 7 ; 191 


I. RESOURCES AND NEEDS 
Vatural 
Indonesia is made up of about 3,000 islands, with a total land area exceeding 
550,000 square miles (twice the size of Texas) stretching 3,000 miles along the 
Equator. Three-fourths of the national income comes from agriculture. About 
70 percent of the value of exports is made up of agricultaral products from 
Indonesia’s voleanic-enriched soil. In 1952, 6.1 million tons of rice were pro- 
duced (but an additional 750,000 had to be imported). In 1951, 804,000 tons of 
rubber were produced, most of which was exported; corn, cassava, and sweet- 
potatoes are other major crops. Indonesia's oil resources are considered the most 
important in the Far East, ranking high in world production. A fifth of the 
world’s tin comes from Indonesia. Bauxite and lignite are important. 


Iluman 

Indonesia’s population is estimated at 78 million, two-thirds of which is con- 
centrated in Java and Madura. Three-fourths of the population are engaged in 
agriculture. In addition to the new national language, Bahasa Indonesia, over 
200 dialects are spoken; 85 percent of the people are illiterate. English is the 
second official language. Hindu, Moslem, and western cultures have left their 
imprint on Indonesia. Life expectancy is estimated at only 32 years. Surveys 
indicate a birth rate of 28 and a death rate of 20 per 1,000, so that the population 
continues to expand rapidly. Malarial incidence is estimated at 30 percent, with 
mortality ranging from 20 per 1,000 in Java, to 40 per 1,000 in the endemic 
ureas, 
Capital 

Indonesia’s gross national product in 1951 was estimated at $3,100,000,000, 
with an income of approximately $40 per capita. In 1952 budgeted expenditures 
($1,200,000,000) exceeded revenues ($823 million) by about $380 million. At 
the end of 1952, Indonesia’s national debt was 10,167 million rupiahs ($892 
million). In 1952 there was a serious deterioration in. Indonesia’s balance of 
payments, because of lower prices for rubber and. copra; and, as a result, Indo- 
nesia’s foreign exchange and gold holdings declined from $450 million early in 
February 1952 to $287 million as of March 1953, 


Il, GENERAL SITUATION 


Indonesia was born in a revolutionary struggle for freedom which followed 
hardships and destruction suffered in World War II. The nation continues to 
face enormous problems in establishing law and order throughout its vast 
territories, and in initiating constructive programs to improve economic 
conditions. 

Indonesia’s most urgent economic problem is inadequate food production. Even 
with increased imports, food availability per capita is considerably lower than 
prewar. The increasing rice deficit is one of the greatest threats to Indonesian 
economic and political stability. Daily per capita food consumption is estimated 
at only 2,125 calories. Diets are generally deficient, especially in minerals, fats, 
and essential vitamins. The island of Java is beset by serious overpopulation. 

Underemployment is another serious problem facing the new nation: at the 
same time, lack of trained technicians, administrators, professional personnel, 
and skilled workers is a major problem. This situation is further aggravated by 
the lack of indigenous capital—traditionally business and commerce have been 
handled by the Dutch and Chinese. 

Aithough the Indonesian Government has not formally adopted a comprehen- 
sive plan for economic development, several guides have formed the basis for 
most agricultural and industrial projects undertaken. A government plan in 
agriculture would make Indonesia self-sufficient in food production and consumer 
necessities and raise standards of living by expanding and intensifying cultiva- 
tion of all arable lands, by increasing yields, by establishing farming training 
and information centers, and by transmigration of 20 million persons from 
Java to Sumatra, Kalimentan (formerly Borneo), and Sulawesi (formerly 
Celebes). The industrial development plan envisions both short- and long-term 
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assistance to small and large industry. In addition to the economic plans, the 
Ministry of Education is moving ahead with its 10-year compulsory education 
plan and the Ministry of Information has its 5-year mass education plan. 

The Indonesian Government has recently organized a central planning bureau, 
and the first U. N. experts for the bureau have arrived in Djakarta. It is 
anticipated that this body will prepare an integrated overall plan of development 
tor Indonesia. 

Ill. THE PROGRAM 
Objectives 

Assist Indonesia in meeting three of its most critical economic problems : Short- 
age of foodstuffs, low industrial productivity, and lack of trained Indonesian 
technicians and professionals. 

These objectives will be met specifically by assisting in— 

Improving technie¢al eempetence of. agricultural workers, primarily through 
extension methods ; 
Training technicians in the crafts and in industry, as well as rehabilitating 
and extending small-scale production units; 
Improving and developing educational methods which can reach the masses 
of the people, and improving indigenous schools and training facilities. 
Chronology of agreements 

The original ECA agreement with Indonesia was signed in October 1950. 

Under this agreement a special technical and economic mission was established 
and roughly $8 million economic and technical aid was extended annually for 
fiscal year 1951 and fiscal year 1952. Certain assurances were required from 
recipients of United States military and economic aid. On January 5, 1952, the 
Indonesian Government gave such assurances which led to a widespread suspicion 
that Indonesia’s policy of independence in foreign relations might thereby have 
been infringed and this contributed to the fall of the cabinet on February 23, 
1952. Nevertheless, the Indonesian Government continued to honor its January 
5 agreement and the program has proceeded, under TCA administrative respon 
sibility after June 1952. 

The Indonesian Government took the initiative in negotiating a new agreement, 
signed January 12, 1953, which provides for the continuation, on a grant basis, 
of only economic aid, 

Financing 

Under ECA and MSA programs, local currency costs were financed directly 
from the budgets of the individual ministries carrying out projects. In addition, 
the ministries concerned also deposited into a special rupiah counterpart account 
the commensurate value of United States commodity assistance. Under the TCA 
program in Indonesia, it is intended that releases from the counterpart account, 
to be supplemented by new Indonesian Government deposits, wil! help finance 
the internal costs of the jointly planned projects. The fiscal year 1954 program 
will involve local costs estimated at $8.4 million. The exact amount of such local 
cost will only be determined after consultation with the Indonesian Government. 


Program costs 


[Costs in thousand dollars] 


| Planned fiscal year 1953 program Proposed fiscal year 1954 program 
| 


United Trainir 

States | weeds 
Other Tetal technicians Other! - 
— : = —| costs | A —— er) enete 


jNum- Cost Num- Cost | Num- 
ber ber ber 


j 


Training 
awards 


| United 
| States 
technicians 


Total 


Cost eam Cost | 


Agriculture, forestry and 

fisheries __. 96 ‘ , 110 374 
Health and sanitation 405 209 
Education _ ‘ 4 28 2! 431 204 
Industry, trade and labor. : . : 648 78 
Public administration - - | _- ae 13 
General projects. - d ite] Tee 700 
Domestic program costs : f 81 .} © 386 }.. | 6&2 


en te pbccrease 191 (1,087 1,057 3, 429 1, 630 
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Agriculture, Forestry and Fisheries 


United States, cost $1, 320, 000 
Number of United States technicians_- 54 
Number of training awards ct aa ria eaten aa Be nas 82 

Objectives : Major effort will be directed toward helping Indonesia become self- 
sufficient in its basic foods, particularly rice. The Indonesian Government has 
adopted a plan to attain this goal within 5 years. 


MAJOR ACTIVITIES IN FISCAL YEAR 1954 


Land development and conservation, $494,000 

United States engineers will continue to give operational assistance to land- 
development-machinery pools, and technical advice and agricultural engineering 

struction to assist in opening new lands for settlement. Limited supplies 
and equipment directly needed by these technicians are included, 

Progress to date—A sum of $6 million has been obligated for agriculture, 
forestry, and fisheries activities in the years 1951 and 1952. In 1953 $1.1 million 
was allocated for these activities. 

Ertension and research, $320,000 

In an attempt to bridge the gap between the research station and the farmer, 
experts will help the Indonesians build up their very short supply of support 
personnel, to backstop extension workers as well as assist in developing new 
educational materials and methods suitable to the area. 

Progress to date.—An irrigation program has supplied supplemental irriga- 
tion and doubled yields on some 7,500 acres. Ten thousand tons of fertilizer 
have been distributed. 

Three hundred and seventy-five thousand hoes, twenty-five thousand machetes, 
twenty thousand axes, and other agricultural implements have been distributed 
in the provinces to help replace wartime destruction and deterioration. 


Rice and corn breeding, $145,000 


Corn-production experts will continue work with their Indonesian counter- 
parts in developing strains suitable to the area. 

Progress to date-—New and more productive cori strains have been developed. 
\ large rice-production program in Borneo will rehabilitate about 370,650 acres 
of old rice fields and gradually bring about the reclamation of immense marshy 


areas 
Fisheries, $200,000 


In fisheries MSA and TCA have in the past provided assistance principally in 
the form of boats and engines. As a second step, assistance will now emphasize 
instruction in fishing methods, development and use of gear and storage, as well 
is transporting and marketing methods. 

Progress to date——Highty motorized fishing boats and 340 engines for locally 
huilt boats have been provided on an experimental basis and have increased 
yields of some fishermen 10 times. Estimates indicate that sea fisheries pro- 
duction in 1952 increased 15,000 tons over 1951, thus helping to alleviate the 
protein shortage in the Indonesian diet. 

Other activities, $161,000 

Assistance will be provided in animal husbandry, servicing of rural credit 
cooperatives, and in improving the processing of small-holder rubber production. 

Progress to date-—Two coperative leaders recently returned from training in 
the United States has established: (1) a coperative insurance society which 
had 3,000 policies in effect within 6 months of its information; (2) a cooperative 
federation magazine with a paid circulation of 5,000. They have reported on 
their trip to 10,000 people at 100 village meetings out of which 36 cooperatives 
with over 2,000 members were organized as of October 1952. 


Health and sanitation 


United States cost._.__..---.-__- " st ; _.... $659, 000 
Number of United States technicians__ tit. dee ioe . 16 
Number of training awards___.-___.__--_~~- i 20 


Objective: This program will concentrate on the same areas where agricultural 
and industrial activities are going on in order to demonstrate the connection 
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between good health and improved productivity and to open up new areas fo: 
rice production. Medical education and equipment will be provided to combat 
Indonesia's serious health problems, which are sapping the strength of workers 
and retarding economic development. 


MAJOR ACTIVITIES IN FISCAL YEAR 1954 


Malaria control, $335,000 

Demonstrate the importance and methods of mosquito control through develop 
ment and distribution of audio-visual materials and the training and use of vil 
lage level workers. TCA’s principal expenditure in the field of malaria control i: 
Indonesia in fiscal year 1954 will continue to be for DDT and sprayers, in orde: 
to open up more areas for rice production. 


Medical training and education, $251,000 

Since 1951 funds have been provided to send Indonesian doctors, nurses, and 
public health and medical technicians to foreign countries for advanced training 
This will continue in fiscal year 1954 as will the program to assist the Ministry 
of Health train nurse teachers. Midwives, nurses aides, and rural clinic at- 
tendants will be trained. Provision is made for continuation of the contract to 
supply 10 professors to strengthen the Medical School of the University of 
Indonesia. 


Village sanitation, $73,000 

The drive to instruct villagers in methods of rural sanitation will be speeded 
up; experts will advise on village sanitation methods and systems for small 
towns and disseminate information on simple sanitation practices and equipment 

Progress to date.—The fiscal year 1951-52 programs saw obligations of $3.! 
million for this program. The fiscal year 1953 program amounts to $405,000, the 
bulk of which is for malaria control. Through these programs medical supplies 
and equipment have been provided to medical teaching centers, maternity centers, 
hospitals and clinics. Professors are being supplied to the University of Indo- 
nesia medical school. 16 of Indonesia’s 50 nurses have graduated from the first 
nurse-teacher school in Indonesia. 2 million people have been protected from 
malaria by a DDT spraying program. In one small] area, 2,000 acres in north- 
west Java previously abandoned because of malarial conditions have been 
reopened, 

Education 


United States cost- f bs ba eek d _.. $526, 000 
Number of United States technicians L gia er ee 16 
Number of training awards___________ ead Sieber 24 


Objective: In order to assist Indonesia in overcoming its lack of trained man- 
power, the program seeks to provide the numbers of trained pofessional, tech- 
nical, and administrative personnel so vital to significant progress. 


MAJOR ACTIVITIES IN FISCAL YEAR 1954 
r- 


Technical and vocational training, $176,600 

The fiscal year 1954 program will continue to provide assistance in the field of 
secondary training in vocational subjects. The program will be linked to the 
industrial and labor productivity programs, in providing the source of skilled 
workers and managers so necessary in Indonesia. 

Other activities, $350,000 

Continued support to the English Language Institute which trains teachers of 
English and to audio-visual training. 

Progress to date——Slightly more than $2 million has been obligated for educa- 
tion and training under the combined 1951-52 program. In 1953, $431,000 has 
been allocated for education with the greatest share going to technical education. 
To date over 300 persons have completed courses in English, the officially rec- 
ognized secondary language of the islands; vocation teacher-training centers 
are being established to meet the need for skilled and semi-skilled industrial 
workers. One hundred and fifty trainees have been sent to the United States 
on study tours in various fields. 
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Industry, trade, and labor 


United States cost . ; ... $576, 000 
Number of United States technicians___- : sates ein ; 12 
Number of training awards coe een aime 57 


Objective: The program objective is to assist Indonesia to raise its industrial 
productivity, and diversify its economy. To help Indonesia gain industrial 
trength, the program assists in the rehabilitation and extension of small-scale 

dustry. Training in labor-management relations, governmental labor services, 
and trade-union education is designed to encourage the healthy growth of the 
relatively new trade-union movement. 


MAJOR ACTIVITIES IN FISCAL YEAR 1954 


Small industry program, $316,000 


Providing assistance to village production centers and the industrial research 
and training institutions. Technical guidance will be provided to small in- 
digenous enterprise in order to expedite the modernization and development of 
Indonesian industry. 

Probably the most-advanced program of its kind in all of south and south- 
east Asia, the Indonesian Government’s small industries program has the fol- 
lowing major components: 

Seven research and training institutes in such fields as ceramics, tanning, 
woodworking, and furniture making which develop standardized products and 
designs for small industrial fabrication and train village artisans to work with 
the new techniques and designs. 

Twenty-one small industrial centrals which function as central purchasing, 
processing, credit, and marketing cooperatives to service the needs of village 
industry in Java in the same fields covered by the research and training 
institutes, 

Loans to small Indonesian entrepreneurs to finance the import of mechanized 
equipment to raise industrial productivity, 

Progress to date-—Under the fiscal year 1951 and fiscal year 1952 programs, 
$1,280,000 in United States equipment and technical services were provided to 
assist in the formulation and implementation of this program. In the ceramics 
“central” in Plered, $50,000 of American equipment for processing and refining 
clay and glaze are presently in operation turning out an estimated 10 tons of such 
clay and glaze daily for use in the ceramics industry. With the improved meth- 
ods and products designed by the Ceramics Research and Training Institute, 
labor productivity in the ceramics shops has risen substantially and wages in 
the Indonesian-run shops in the town rose by 50 percent in the period from 
December 1952 to March 1953. As a result of this pilot project, the Indonesian 
ceramics industry is now able to deliver to Djakarta improved chinaware and 
other articles of pottery at a price of 40 percent below that of the competing 
imported product. 


Labor training, $260,000 

A substantial number of grants will be made in the field of labor productivity, 
housing, engineering, statistics, and economics. Training will be provided in the 
development of workers’ cooperatives and labor-law administration. The train- 
ing institutes for trade-union technicians and leaders established by the Ministry 
of Labor’s extension service will be supported with technical assistance. Assist- 
ance in development of low-cost workers’ housing will be given. 

Progress to date.—Officials of the Ministry of Labor and leading trade union- 
ists totaling 35 studied the complete range of labor relations in the United States 
in comparison with programs in other countries. The program has been recog- 
nized as among the more successful training programs. 


Public administration 
United States cost , 
Number of United States techncians__-_ : 1 
Number of training awards 8 
Objective: This program is designed to assist Indonesia in developing its civil 
service. The current lack of a sufficient number of trained civil servants is one 
of the greatest difficulties faced by Indonesia. 
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Special training, $60,000 
Inservice training will be made available to key Government officials. 
Progress to date-—Beginning in 1952 three training awards have been provided 
for public service. 
General engineering services 


United States cost tani cc inlets $700, 000 
Number of United States tec hnic I iis 38 
Number of training awards_- 


Objective: To assist in meeting Indonesia’s industrial needs, the program 
provides general engineering advisory services. 


MAJOR ACTIVITIES IN FISCAL YEAR 1954 


General engineering, $700,000 

A sum of $700,000 is being allocated in fiscal year 1954 for the services of 31 
highly skilled American engineers, plus 7 support personnel, to provide top-level 
advice on industrial and public-works suahetie in the Aasahan River Valley and 
South Kalimantan. 

Progress to date.—Obligations for this program totaled $1,070,000 in fiscal year 
1951-52. The 1953 program earmarks $700,000 for continuation of the same 
services. 

Surveys and recommendations have been made on railways, harbors, mining, 
communications, and industry. Directly attributable to this work has been 
a recommendation which resulted in cutting ships’ turn-around time in Djkarta’s 
harbor by one-half; another has sharply reduced the time for airplane-engine 
repair. 

IV. OTHER TECHNICAL-ASSISTANCE PROGRAMS 


United Nations and other intergovernment programs 

Considerable progress is being made in Indonesia, with WHO assistance, in 
controlling malaria and yaws as well. as tuberculosis. Maternal and child-care 
centers are also being established under the combined sponsorship of WHO and 
UNICEF. The UN-—TAA is active in the field of small industries in close col- 
laboration with TCA. A fundamental education demonstration and training 
program is being undertaken by UNESCO in collaboration with FAO and ILO 
FAO is also operating in the fields of dietetics and food technology. ICAO is 
sponsoring a large program of technical assistance in the field of civil aviation 
The Indonesian Government has also indicated its interest in becoming a par- 
ticipant in the Colombo plan. 

The Export-Import Bank has given approval for Indonesian projects amount- 
ing to $69 million, of a $100-million line of credit granted in February 1950 
Voluntary agencies 

The Ford Foundation is providing an English teacher in each of 11 provinces; 
it is also providing a 2-man team to survey the needs for vocational training 
with a view to granting assistance in this field. A resident representative will 
be stationed in Indonesia to discuss other projects. 

The Unitarian Service Committee, in conjunction with WHO, has sent 14 
medical scientists to Indonesia for 2 months exchange of medical information. 


Mr. Woop. May I now point up something which we were discus- 
sing here after the session yesterday evening. 

We have had today, it seems to me, two very important instances 
of the purpose of our request for special economic assistance. First, 
this morning, when Mr. Gardiner discussed the Arab States and the 
Israel area, and then this afternoon in the discussion of India and 
Pakistan. 

I should like to point out, and have on the record the statement, that 
we are requesting this type of special economic assistance in areas of 
very crucial importance and difficulties—in India, Pakistan, the Arab 
States and Israel. The objectives which we have been talking about, 
such as those that Mr. Gardiner mentioned this morning, cannot possi- 
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bly be accomplished, if the Congress should decide that it is necessary 
to accomplish them, with only the regular technical progress and 
development funds—the point 4 funds. It is absolutely essential, if we 
are to achieve these ends, to provide this type of special economic as- 
sistance. This form of assistance is requested, in addition to the reg- 
ular technical progress and development funds, for those areas which 
are especially crucial and especiaily eritical—areas in which things 
need to be done, we feel, in the interests of the security of ourselves and 
the stability of these areas, more rapidly than they can be accomplished 
by the regular point 4 type of program. 

Mr. Merrow. You think it is absolutely essential to give to Paki- 
stan which has not absorbed all the money appropriated this fiscal year, 
that is absolutely necessary to send it up to $13 million and put in this 
additional economic developmental aid in addition to the wheat ? 

Mr. Woov. Mr. Merrow, on the basis of statements made to me by 
people whose judgment I trust, I have reached that conclusion. I 
have not myself been in Pakistan. 1 do know of my own knowledge 
that, as Mr. Loftus said, the delays and complications in getting tue 
program st: arted during this past year have been a very real factor. 1 
also know that really ‘competent people who have studied this ques- 
tion carefully say that there is no question that, as the organization of 
the Pakistan Government has developed and as our own organiza- 
tion out there has developed, the record of the past year is not at ar 
representative of the possibilities and requirements in the coming y 

You have had teestimony from Mr. Dulles, and this morning, Fron 
Mr. Byroade and Mr. Nash, indicating the very vital imports ince of 
Pakistan and its potentialities for ade ling strer ith to our side. 

On the basis of those considerations, Mr. Merrow, | would answer 
your question “yes.” 

Mr. f'uron. As I understand from the figures you have given, you 
are emphasizing economic aid in this area, that you say is strategically 
urgent. But when we compare it to Spain and find that there is a very 
strategic area and they are getting only $10 million in economic aid for 
the fiscal year 1954, it just makes me wonder as to proportion. 

Mr. Woop. Do not forget, Mr. Fulton, that we are also requesting a 
carryover of the $125 million which the C ongress has already made 
available for Spain. Of this amount $75 million is planned for de- 
fense support aid, so that the total which would be available in the 
coming year for Spain for defense support aid would be $85 million. 

Mr. Funron. But, if you look at it this way, the $75 million, of 
course, was programed from the previous year’s program, and has not 
yet been spent, pending negotiations, so that with the military aid 
for Spain for the current year; it is (deletion—secret) plus $10 mil- 
lion for fiscal year 1954. 

Look at these other countries. They likewise have had allocated 
in fiseal year 1953, economic sums. So, if you substract what is added 
in one—for example, Spain—you likewise must in these other coun- 
tries, do the same. 

Mr. Woop. But, those funds in the case of these other countries, 
Pakistan and India, have been used to a very large extent. They 
have not even been made available to the Spanish in the case of the 
funds originally planned for Spain in fiseal year 1953. 

Mr. Futon. I believe the Department has consistently underesti- 
mated the strategic importance to Congress of Spain. While funds 
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have been spent previously in Pakistan and India, if they were spent 
for things of basic value, they have added to the economies of those 
countries and they are stronger. 

You find Spain very anti-Communist and willing to fight to defend 
herself. 

In my opinion, if the United States got into a further act of war 
with Communist China, it is not within the realm of probability for 
me to find India fighting on our side at this time. 

That is all. 

Mr. Bentiey. I have one question, Mr. Chairman. Is there anyone 
here who can give us some information on the strategic materials we 
have received from India to date? 

Mr. Woop. I think, perhaps, Dr. FitzGerald could give you some 
information. Do you have such information with you 

Dr. FrrzGeratp. The largest single item, of course, is manganese. 
The imports to the United States last year ran over 1 million tons. 

Mr. Woop. Mr. Loftus may be able to add to that, too. 

Mr. Barrie. This manganese comes from India i in some quantity, 
does it not? 

Mr. Lorrus. Very considerable. That is a fairly safe situation, 
because most of it is under long-term bulk purchase contracts to 
American buyers. 

Mr. Fuuron. What has been happening on jute for bags, sacks, and 
that sort of thing? Are we getting the same amount? Have they an 
export license control quantitatively? Are they increasing the ex- 
port tax which made us pay a higher price? 

Mr. Lorrus. No, sir, the export duty has been reduced to a less- 
than-nominal duty, actually, and they would sell us all that this 
market would take. As a matter of fact, they have organized a pro- 
motional committee in New York, and the jute trade is very dis- 
tressed that they cannot sell more than they are selling. The demand 
seems to have slacked off, somewhat. 

Mr. Fuuiron. As you know, they increased the export tax on jute 
about a year or soago. Has that all been taken off? 

Mr. Lorrvus. That has all been taken off. They did that not to re- 
duce the exports, but in order to avoid the impact of the whole cost 
structure rising in India, and then having it fall again. They held the 
cost structure in the burlap industry constant, and then taking the 
profit for the Government in the form of export duty, profits canting 
from the fact that the market was very high. 

Mr. Furron. Could I have one question on public opinion, further: 
Why is it that in India they are so well sold on the wonderful progress 
that the Communists have been making in China, under their new 
form of government. Why are the reports coming back from the 
Indian people who have visited there emphasizing so much material 
progress? Of course, it brings this up to me, very simply: If Com- 
munist China cannot fail, and can do it, and make such a success of this 
rearmament and aggressive war against us, plus their industrializa- 
tion, what is wrong, ‘why ¢ an’t India do it without a war and possibly 
without any aid? 

Mr. Lorrus. Well, taking the second question first, sir, I think 
maybe they could. Ido not know. The point of it is, it is being done 
in China only according to the Communists. That subject is open to 
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question. The different delegations from India who have accepted 
invitations to visit in Red China have no doubt been given a conducted 
tour. They have come back and talked about a certain dam, or the 
agriculture in a particular section of a particular province. I do not 
know, myself, not having been in China, that this is the treatment 
people used to get when they went to Russia and probably still get if 
they go to Russia. 

That might answer the public opinion question. Now, whether 
India could do it if China has done it, I suppose by simular methods, 
they could do it. They built the Taj Mahal, and built many other 
things in earlier centuries by slave haber, and I suppose it would be 
possible to do it again, but they do not want to do it that way, and I 
think that is the instinct on their part that we should cherish and 
nurse along. 

Mr. Futron. Is there any class in India who are not doing their 
share, and who are over and above all this? 

Mr. Lorrvus. As far as I can find out, sir, there are about 12 wealthy 
families. They are families with diversified industrial interests. 
They pay most of the personal income taxes in India. There is hardly 
anybody else who has an income to pay income tax on. Those families, 
their effective influence in India is, I think, not very great. They, by 
and large, lack political power. 

Mr. Furron. If a government is not the correct one for a country, 
this little amount of aid will not shore it up and we should not be shor- 
ing up inefficient governments. 

My answer to your other statement is that if by misadventure this 
particular government of India falls, the succeeding government does 
not necessarily have to be a Communist government. It can be any 
other kind of government. If that is more efficient, then, in the course 
of things, it will finally arrive. I disagree with your inference that 
it would naturally throw it into Communist hands. I do not believe 
it would. 

Mr. Lorrvs. I was not aware, Mr. Fulton, that I had said anything 
suggesting that this general trend of government is not the correct 
government for India. 

Mr. Fvuron. No, but you said if this government of India were in a 
period of 5 years not showing economic progress as they expect it, you 
had given the inference that, therefore, the Indians might be in a 
transitional state of mind and not yet completely sold on this gov- 
ernment. Therefore, you stated we should give aid, because other- 
wise, they would go into the Communist form of government, which 
would endanger our security. I do not think those things hang to- 
gether, nor are they logical sequels of one another. 

Mr. Lorrus. What I was trying to develop in my testimony yester- 
day—and I think I would like to repeat it, briefly, again—is that there 
is in India this intense dedication to the idea of economic development 
because they feel they were held back for 200 years, and they are de- 
termined to move forward and to undo some of the exploitations. 

Mr. Fuxron. I understand that. I am talking about your conclu- 
sions and not your method of thinking. 
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Mr. Lorrus. Therefore, it follows that any government which is 
unable to deliver some show of progress has a perilous hold on the 
Indian people. 

I was careful, yesterday, to say that I am not saying that the 
Communist Party would take over the central government of India, 
but any government that we can now conceive of that would take 
over from the present type would either expose India to communism 
and separate movements and encourage disintegration of India, which 
is taken over by the local Communist groups. Otherwise, you would 
get a tendency to say, “All right, let us try to do these economic things 
the w ay our neighbors to the northeast and the northwest have done.’ 

Mr. Funron. Or you could have a strong government that would 
be strong militarily, just the exact opposite of the present government, 
which might scare the daylights out of the Communists. 

Mr. Lorrus. I think it is possible, sir, but I do not see it in sight. 

Mr. Woop. Mr. Chairman, to complete the record, may I read into 
the record a few figures concerning the imports of strategic materials 
from India? I think it will be interesting to note, for example, that 
in calendar year 1952, imports into the United States of manganese 
from India came to 1,028,000 tons, which is 38 percent of the total 
imports into the United States of manganese. 

Mica was 17 million pounds, which is 69 percent of our imports, 
and the other items are ilmenite—and I do not know what that is, I 
am sorry to say—castor oil, castor seed, and burlap cloth. Most of 
these imports represented very substantial proportions of our total 
imports of these items. 

Now, if there are no further questions about India 

Mr. Fuuron. The United States does not have the same strategic 
necessity any more for manganese, because the steel districts are much 
more assured of a supply through alternative sources than India, 
which have heen developed. I argued that necessity on the India 
aid bill, but those things are much less important. 

Mr. Woon. These things have a way of shifting. Things are not 
strategic this year, and the-following year they may be. 

We had planned, Mr. Chairman, to proceed, next, with the p rogram 
of regular technical progress and development in Latin America. 

Mrs. Bouron. Mr. Chairman, may I be forgiven, and thank you 
gentlemen for coming. Iam sorry, but I must leave. I thank you all. 

Mr. Woop. This area, as you may recall, has already been covered 
insofar as the military end-item program is concerned. 

We do have, and have had for some years, as the committee knows, 
a program of technical progress and development on a mutual basis 
in this area. 

We have with us Assistant Secretary Cabot, the Assistant Secretary 
of State for Latin America, together with Mr. Andrews, who is in 
charge of the actual program work in Latin Americ: 

Mr. Cabot, I believe, has a statement which he could present, and 
then he will answer any questions on the political aspects of the 
situation. 

Mr. Merrow (presiding). You may proceed in your own way, Mr. 
Secretary. 
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STATEMENT OF HON. JOHN M. CABOT, ASSISTANT SECRETARY OF 
STATE FOR INTER-AMERICAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Capor. The Department of State considers the Mutual Security 
Program for Latin America—both the military-aid segment which 
was considered by this committee last Thursday and the technical- 
cooperation segment which is being considered today—as very vital 
parts of our total effort to promote mutually beneficial relations with 
the Latin American countries. 

Military aid: I should like, with your permission, before proceeding 
to discuss the technical-cooperation segment of the program, to com- 

nent briefly on the military-aid segment. There are a number of 
reasons, I believe, why it merits our continued support. 

As you are perhaps aware, we need money to continue this program 
and to demonstrate to the Latin American countries that we continue 
to take positive interest in their efforts to prepare for a more active role 

n hemisphere defense. 

This program is only one of the many things we are doing to 
assure maximum military, economic, and political cooperation from 
Latin American countries im the event of global war. Under bilateral 
agreements, Latin American countries participating in the program 
have agreed to prepare units of their armed forces for specitic hemi- 
sphere “defense missions. They are contributing money, manpower, 
and equipment for the creation of these units, and we in turn are 
providing them with training and equipment to meet their deficiencies. 
By agreeing to prepare these units, the other countries believe—and 
rightly so—that they have made an important new commitment to 
the United States. In fact, Communist and extreme nationalist ele- 
ments in Latin America have charged that the local governments 
have committed themselves too far, that they or entered into agree- 
ments which are not really reciprocal at all, but consist mainly of 
wnilateral concessions to the United States. Latin American govern- 
ments have found it difficult to persuade even non-Communist ele- 
ments that the agreements are two-sided, that they provide for a 
significant contribution of assistance by the United States. Failure 
to appropriate money for the program this year would very likely play 
into the hands of these Communists and extreme nationalists, who 
would charge the United States with lack of interest in the program. 
Moreover, our failure to appropriate funds for the program might 
cause the governments themselves to wonder whether we have a 
genuine interest in continuing the program. 

In my opinion, we cannot afford, in the case of this particular 
program, to lay ourselves open to charges of neglect, which our Latin 
American friends have on past occasions—and sometimes for good 
reasons—levied against us. In particular, we must always be pre- 
pared to meet any Communist threat in the area, whatever form and 
direction it might take. 

It would appear to me to be both poor economy and poor inter- 
American politics not to continue the program. Considering the 
clifficulties that have had to be overcome, I believe that great progress 
has been made during the 18 months since Congress first authorized 
this program of increased inter-American cooperation in the military 
field. 





1082 MUTUAL SECURITY ACT EXTENSION 


Technical cooperation: While the military aid program for Latin 
America is relatively new, our technical cooperation program had its 
beginning in Latin America. The experience we have gained there 
has been made during the 18 months since Congress Irst authorized 
in other parts of the world. 

The technical cooperation program, like the military aid program, 
is directed toward the achievement of very specific objectives. Its 
purpose is to help increase the economic strength of the hemisphere. 
Specifically, we want (1) to assist in the development efforts of 
cooperating Latin American republics by helping them apply to their 
own economic problems the latest techniques and processes we have 
developed ; (2) to aid in overcoming weaknesses in the Latin American 
economic structure which contribute to political and economic insta- 
bility; and (3) to help improve the production of basic materials— 
which are vital alike to Latin America’s export earnings and to our 
own economy—by helping the governments to solve problems that 
obstruct the fullest development of raw materials production. 

The principal preoccupation of most of the people in Latin America 
today is the improvement of their material lot. Their levels of living, 
health, and education are very low as compared with those in the 
United States. For example, average per capita income in Latin 
America is only about one-eighth that in the United States. Obtain- 
ing the means of subsistence is therefore a very real problem of the 
vast majority of the Latin American people and is uppermost in their 
thoughts. The Communists in Latin America are playing upon this 
basic urge of the people for improvement, with a view to turning the 
discontent of the masses of the population with their present economic 
status against the United States. Their purpose is, of course, to create 
doubt and distrust of the United States, to decrease inter- American 
cooperation, and thus to weaken the free world. It is important that 
we understand that they are playing upen what is probably the 
principal drive of the Latin American people today; namely, their 
desire for improvement in their economic and social status. 

The people of Latin America have been deeply impressed, as a result 
of increased understanding on their part of the contrast between their 
living standards and those in more developed countries, of their need 
materially to raise their standards. They are determined to improve 
upon life as they have known and lived in the past. Under 
our technical-cooperation program, we have been assisting them for 
a period of more than 10 years to realize these aims. Our action in this 
respect contrasts sharply with the fact that the Communists, while 
ashlee to foster antagonism against the United States, have made no 
positive contributions whatsoever to improve economic conditions in 
Latin America. 

Aside from purely humanitarian considerations, the technical-co- 
operation pore in Latin America has proved itself to be good 
business. It has helped increase the flow of mutually beneficial trade 
between Latin America and the United States. Specifically, it has 
meant an increased demand from the United States for such things as 
pharmaceutical products, agricultural machinery, fertilizers, and 
other products that are required as a result of improved health, eduea- 
tion, and living conditions in Latin America. 
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It is also good insurance of the continuation of the flow of strategic 
and other materials from Latin America, upon which our industries 
are becoming increasingly dependent. 

[t is, finally, a very direct and effective means of expressing, in ways 
that will be understood by the average Latin American citizen, our 
interest in helping him to improve his material lot. It is, accordingly, 
‘ powe rful influence in deeping his fr iendship for and willingness to 
cooperate with the United States. 

One of the principal benefits of the technical-cooperation program 
s the fact that it reaches down to the level of the average citizen in 
Latin America and assists him in improving his economic status in 
ways that he can appreciate. I can illustrate the direct and effective 
nature of this appeal by citing examples which I myself saw on a recent 
trip to 11 of the Latin American countries. 

| should like to say, in closing, that the Department of State whole- 
heartedly supports both the military-aid program and the technical- 
cooperation program for Latin America because it believes that both 
are in our national interest, in the interest of the other American Re- 
publics, and in the interest of Western Hemisphere progress and 
coal! 

To summarize, I would like to mention the military program briefly. 
| happened to be at a Senate hearing the day the House hearing was 
held here, and did not have an opportunity to emphasize the im- 
portance we attach to the military program. 

We have signed a series of mutual-defense pacts with certain of the 
other American countries. Those defense pacts have caused certain 
political repercussions in the respective countries which have signed 
them. The charge made by Nationalist and Communist elements has 
been that we get all the benefit and they get all the burdens. 

Now, if we walk out on our military-aid program, by failing to 
appropriate any money this year, I am very much afraid that we are 
going to create a most unfortunate situtaion in the Latin-American 
countries who have signed up with us. We will simply strengthen 
the elements which do not want to cooperate in the event of a global 
war, and we can weaken the elements which want such cooperation, or 
want to give such cooperation. 

Mr. Merrow (presiding). How many countries do we have pacts 
with? Was that in the record yesterday ? 

Mr. Cazor. That was eight countries. I believe that was put in the 
record before. 

Mr. Furron. How about Guatemala? 

Mr. Caznor. We have no agreement with them 

Now, with regard to technical cooperation, our principal purpose 
is to further the long-range development of our sister republics. As 
you know, all of these republics are poor, undeveloped, and badly in 
need of know-how in regard to fields such as industrial and mineral 
development, and agricultur al development, also. They suffer from 
the weaknesses of their economic systems and from the backwardness 
of their political systems. We feel that anything we can do to bolster 
them up in the present rather critical world situation will be helpful 
to our long-range political objectives especially and also to our own 
economic objectives, since Latin America is such an important source 
of strategic materials in the event of global trouble. 
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Just to show you how low a standard of living they have in Latin 
America, the average per capita income is about one-eighth of that 
in the United States, and the percentage of illiteracy, for example, is 
exceedingly high. 

I have seen, with my own eyes, on our recent tr ip, how effective our 
technical cooperation has been in the Caribbean and Central American 
countries. It really is quite startling to hear the officials of these 
countries talk about the immense benefits which they have received 
from our technical cooperation. 

For example, in Costa Rica, you can see from the air how the con- 
tour plowing and the terracing is progressing. They would tell you 
that, whereas they used to import corn and beans and sugar and rice, 
thev are now exporting all four of those. In El Salvador, which is 
badly overcrowded, they have now introduced a new rice type, which 
enormously increases yields, and in just a few years about 80 percent 
of the old native rice has been replaced by this new rice which has 
heen developed by our technical cooperation. 

I can remember the Minister of Agriculture there pointing to a 
large sugar plantation as we were motoring by, and saying that yields 
had more than dovbled on that plantation as a result of the intro- 
duction of disease-free sugarcane with a superior yield. I feel that 
our technical cooperation is of the very gravest importance in im- 
proving living standards in Latin America and thereby helping, in 
a measure, to immunize Latin America to communism. 

We have to remember that the Communists are very active in a 
number of Latin American Republics, and they, being right at our 
hack door, it is vital that we have their cooperation in the event of a 
world war. 

The amount of money we are spending is not very large. We are 
asking for $24 million for the next year, and I most emphatically 
hope we get all of it. 

It is money well spent. We have to remember, also, that the vari- 
ous republics are contributing nearly two-thirds to the total cost of 
these cooperative programs which have been established to channel 
our technical cooperation to the local populace. 

I may say, also, that the people know where this technical coopera- 
tion is coming from. TI was skeptical about that, but I asked in place 
after place, and was told, “Oh, yes; the people do know that this is 
American aid that is providing these things.” 

For example, when water supplies are inaugurated with our “gi 
nical cooperation, the American flag flies beside the national flag a 
the ceremony of the inauguration. 

At the extension agricultural services, the American technicians 
help to show the local farmer how he should plant his crops, and so 
forth. 

It does get right down to the grassroots, in consequence. 

Mr. Merrow. Are there questions? 

Mr. Bentiey. Mr. Chairman, I was just looking over this list, here, 
and compiling a list of these countries where we make more than 50 
percent of the cost of technical cooperation. The ones I have listed 
here are Cuba, Dominican Republic, Mexico, Paraguay, and Peru. 

Is there any reason why those countries are unable to match our 
contribution ? 
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Mr. Cazor. I think it depends on the type of cooperation we are 
giving, in most cases, For example, in Cuba, if-I recall correctly, 
they have only a small fiber project for point 4 work. Now, that, 
frankly, is as much to our advantage as it is to theirs if not more, be- 
cause What we are trying to do is to provide ourselves with an alternate 
source of fiber in the event we cannot get such fiber from the Middle 
East. I do not recall the situation in Peru, but the oldest servicios are 
the ones, generally, to which the local country is contributing the 

greater part of the cost. We are always trying to turn the servicios 
over to the local government to give us the opportunity to turn to a 
new field which appears fruitful. 

Mr. Benttery. In these other two examples, Mexico, for example, 
they have had a great deal of prosperity in the last few years by way 
of improvement. Paraguay and the Dominican Republic, why would 
they be unable to match our contributions ¢ 

Mr. Paine. Generally, ae 3 countries, our figures show, that 
taking all the costs together, they are actually contributing more than 
we. If I might cite an ex censor Paraguay, for fiscal year 1952—well, 
[ do stand corrected, now that I see that. 

Mr. Canor. Paraguay is a very poor country. The Dominican Re- 
public and Peru are cases where I think your point is well taken and I 
think they should contribute a greater part, once the service is estab- 
lished. 

Mr. Puriirer. Actually, in Peru, they do. The contribution Peru 
makes, for fiscal year 1952, is $1,956,000, matched by our $1,755,000. It 
is estimated that during this fiscal year, fiscal 1953, the Peruvian Gov- 
ernment will contr ibute $2,347,000 to our $2,055,000. 

Mr. Bentiey. I am talking about fiscal year 1954, which is the pro- 
gram you have outlined here. 


STATEMENT OF RICHARD F. COOK, PROGRAM DIRECTOR, INSTITUTE 
OF INTER-AMERICAN AFFAIRS 


Mr. Coox. The figures I have for 1954, sir, show a United States 
contribution, total contribution, estimated at $2,054,800. 

Mr. Bentiey. Which one are you reading now? 

Mr. Coox. For the Peruvian Government. 

Mr. Bentiey. In the other places, though, the contributions are less 
than 50 percent. 

Mr. Cook. Less than 50 percent in total, which includes what Mr. 
Cabot mentioned in the program, but in addition to the contributions 
shown in there, there are many other contributions which do not show 
up much, such as the contribution to the training program. There is 
the international transportation in the training program. That re- 
duces the cost of the training program, but with servicios, there is a 
set ratio which, in most cases, is better than 2 to 1. We show the over 
all, here, including such projects as the project in Mexico. 

Mr. Fuvron. Has Cuba asked for this money, or are we volun- 
teering it? " 


FURTHER STATEMENT OF STANLEY ANDREWS, ADMINISTRATOR, 
TECHNICAL COOPERATION ADMINISTRATOR 


Mr. Anprews. That program grows out of the program started im- 
mediately after the beginning of the war, where we found ourselves 
short of the fibers and jute. Under the old Coordinator of Inter- 
American Affairs, and later the organizations which preceded the 


33064—53—_-69 





1086 MUTUAL SECURITY ACT EXTENSION 


presented Institute of Inter-American Affairs, a positive program 
was put in there actually requesting Mexico to help us in the develop- 
ment of some alternate source. 1 would say in the early days—— 

Mr. Futron. Mexico or Cuba? 

Mr. Anprews. Both Mexico and Cuba. 

In the early days, it was an actual case of mutual effort in the war, 
growing out of the war. 

After the war, they found this substitute fiber for jute which can 
be produced and which is a good fiber, and the attempt being carried 
on in recent years is to mechanize that so that the higher labor costs 
in that area can, through mechanization, translate into a low-cost 
fiber. 

Mr. Fuuron. Now, we have India, who has a surplus of jute and 
cannot sell it, so we are helping them make up the deficit because 
of their poor economy. 

On the other hand, down in Cuba we are now building up a cheaper 
fiber which will further undermine India on her exports to this coun- 
try, and we are doing it without even being asked by one of the richest 
countries I know of. If I ever felt poor, it is in Habana, with all 
the Cuban millionaires, or in Miami, likewise. 

Mr. Anprews. Because of the change in emphasis in national de- 
fense, because of stability which at least some of us think is return- 
ing to certain areas, the emphasis on that program is being cut down 
and we are in a period right at this time to determine whether it is 
cut out or whether to carry it on. That is subject to our overall 
national policy. 

Mr. Furron. What would happen if it were cut out in Cuba? 
Would there be a revolution ? 

Mr. Anprews. No, sir; but there would be some disappointment be- 
cause the Cubans have invested a great deal of money in equipment 
and land and the development of this crop. 

Mr. Fuuron. You should represent my district and hear the dis- 
appointment in the United States for not cutting down on taxes. If 
you want to hear some disappointment, and effective disappointment, 
just go there. 

Mr. Anprews. I might say, sir, the people who make carpets, the 
people who buy these fibers, have found it to be superior to jute 
and other fibers for carpeting and sugar sacks, and they are yelling 
for more of it all the time, so there you are. 

Mr. Furtron. Why does not private industry develop the planta- 
tions ¢ 

Mr. Anprews. Private industry is doing it. 

Mr. Futron. Why are we doing it, then? 

Mr, Anprews. It is a matter of research, sir. If I can take a min- 
ute, I can explain what it is about. 

Mr. Futton. I do not want to take the committee’s time. but all 
these things begin to look like boondoggles. They are programed 
for some private interest, either for research and development of 
new supplies, when there is already a supply of similar materials 
from other countries which cannot be sold, and it is a useless burden 
on my taxpayers, and I am not going to vote for it. 

Mr. Anprews. That situation just arrived in the last 2 months, 
sir. There was a desperate situation here, and our Munitions Board 
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was doing everything they could to speed ahead these programs down 
there. Now the situation has changed. 

Mr. Fuuton. So has the administration changed. 

Mr. Anprews. It is under review right at this time, sir. 

Mr. Merrow. Does the situation Mr. Fulton has been speaking about 
in Cuba obtain in these other countries where we give assistance ? 

Mr. Anprews. No. 

Mr. Capor. I was in the Department during the war handling the 

‘aribbean area, and I well remember the he idaches we had in trying 
to get these programs under way under war considerations and condi- 
tions, to try desperately to provide in Central America the things we 
lost in the Far East. 

For example, hemp, manila hemp, quinine, and some of the soft 
fibers, like the one referred to in Mexico. We were practically down 
on our knees to get these things from these countries and without their 
full cooperation we would have had an even rougher time than we 
did have. 

Mr. Funron, You are talking about World War II. I am talking 
about the fiscal year 1954. 

In the Pittsburgh area, or Pennsylvania, or Illinois, or Indiana, for 
that matter, we had many things set up for development in World 
War II that were later cut back and cut drastically. So if this isa 
continuation of the programs from World War II, of supplying 
strategic materials, my only comment on that is that World War II, 
while not over, is pretty nearly over. 

Mr. Cazor. If I may comment on that, Mr. Fulton—I am not think- 

ng of World War II. I am thinking of our national sec urity. Lam 
thinking of the fact that we may again find supplies of these vital 
materials cut off from most distant parts of the world, and in that 
case we would certainly need the supplies we can produce fairly 
rapidly. 

Mr, Fuuron. There is no immediate strategic need for these sup- 
plies, right now; is that the case ? 

Mr. Caxnor. I do not think there is immediate strategic need, no. 

Mr. Fuuron. Then, where there is an item where there is no 
strategic need now, and where we are already cutting back the air- 
plane program of this country where there is a vital strategic need, 
do you not think we ought to give some of these others up ‘ 

Mr. Canor. Well, Mr. Fulton, there is no immediate strategic need 
for fire insurance on your house, probably, but on the other hand, you 
would be very sad if your house burned down and you had not proper 
fire insurance for it. 

Mr. Futron. Do you think planes are more important or more of 
this fiber research from Cuba 

Mr, Anprews. Well, this stuff is chicken feed in comparison with 
pee I will not argue how important planes are; I just do not 
know. I do know that this is important to our national security and to 
our foreign relations. 

Mr. Merrow (presiding). Are there any other questions ? 

Mr. Bentiey. I have one more question, Mr. Chairman: Mr. Cabot, 
are any of these funds to be used for promotion of the Inter-American 
Highway ? 

Mr. Canor. No. 
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Mr. Bentrey. Is that in this bill at all? 

Mr. Cazor. No, that is in a separate bill entirely, if I remember cor- 
rectly. I believe it is already through the House and through the 
Senate committee. It will be about $1 million for the Inter-American 
Highway in the coming fiscal year. 

Mr. Futon. I have one further question: Just by way of informa- 
tion, was this program in the Dominican Republic one of the factors 
in the negotiations with them on our defense area, there? For ex- 
ample, was this part of the negotiations for the agreement on the 
guided-missile program, or the target area ¢ 

Mr. Anprews. Not that I know of, certainly. 

Mr. Furron. So, there is no implied commitment that we might 
have made on this type of thing in return for much more essential 
things for our security ? 

Mr. Canor. Cert: tinly not that I know of. That happened before 
I came into the Department, so I really have not reviewed it, but I 
do not think there is any connection. 

Mr. Fuuron. I would like to know that definitely, because I have 
lived up to the commitment in cases where I would not be able to 
vote for programs that I think are not essential, after World War II. 

Mr. Canor. The gentleman who was on the Dominican desk at that 
time says there definitely was not. 

Mr. Merrow (presiding). The next item on the agenda is depend- 
ent overseas territories, Mr. Wood. 

Mr. Woop. Mr. Chairman, we have finished now, except for one 
item which will be coming up shortly, the programs for technical 
progress and development. 

The thought strikes me that it might be useful to take just a few 
minutes by way of summary from Mr. Andrews. We have been 
discussing these programs all over the world in some detail. It 
seems to be it might be useful to the committee to have a very brief 
discussion of the fundamental purposes, needs, and requirements, in 
relation to our national security, of these programs all over the world. 
I think Mr. Andrews, in just 2 or 3 minutes, can summarize, and so 
complete the record on this phase of our request. 

Mr. Merrow (presiding). Mr. Andrews—— 

Mr. Casor. May I be excused, Mr. Chairman, unless you want me 
further ? 

Mr. Merrow (presiding). Certainly. 

Mr. Anprews. Mr. Cabot has covered the overall picture relating 
to the programs in Latin America. I think in order to complete 
the record and round it out and save committee time, I would like to 
introduce for the record the first four pages from the blue book, which 
gives more detailed descriptions of these programs, points out. the 
history of the program, how it has been running for 10 years, how 
the character of the program is changing with the meeting of cer- 
tain conditions in those countries, and I will be willing to answer, 
or the staff behind me, any of the details you may ask about. 
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(The information referred to is as follows :) 


RectONAL TaBLe I.—Hconomic assistance and technical cooperation, American 
Republics and DOTS *—Comparative summary of obligations by activities 


{In thousands of dollars] 


atte a = Estimate, Proposed, 
Activity Actual, 1952 1953 1958 


Bilateral technical cooperation, total obligations 17, 788.3 { 24, 342.0 
Net comparative adjustment between appropriations 87.2 55 ‘ 


lotal available ' , 875. 5 22, 25 | 24, 342.0 


Pependent overseas territories in the Western Hemisphere 
SEcTION IV. REGIONAL STATEMEN' 


THE WESTERN HEMISPHERE 


(Latin America and the DOTS *) 


FOREWORD 


In Latin America the United States technical cooperation has just completed 
its 1dth year. Here many of the cooperative techniques have been worked out 
which are now being applied on a wider scale throughout the underdeveloped 
areas of the world. Here also technical assistance has had time to demon- 
strate its effectiveness and its value to other countries, Hundrdes of indi- 
vidual projects—financed largely at their inception by the United States, as war 
measures—have been more and more taken over by the local ministries until 
eventually these projects have been taken over entirely as parts of the perma- 
nent program of these countries—while United States technical assistance has 
gone on to assist in other pressing development problems. 

When the inter-American technical cooperation program began, our assistance 
was largely directed to the basic fields of agriculture, education, and public 
health. As the program proved iself in these limited areas, however, United 
States representatives were increasingly asked to make American know-how 
available for a wider range of developmental activities including industry, trade, 
public administration, and finance. During recent years American private 
investment has found its greatest overseas opportunities in our Latin American 
neighbors. Over $7 billion of United States private and public capital has been 
put to productive use in Latiin American enterprise. So effective have our 
good neighbors become in attracting United States enterprise and financing that 
special economic aid or financial grants have never been seriously requested 
of the Western Hemisphere. On the other hand, it has been clear for several 
years that increased technical assistance in selected industrial and admin#stra- 
tive fields was necessary if sound economic development was to continue to 
attract American investors and businessmen. 

Twelve months ago a system of country directors was established throughout 
Latin America. With the assistance of economic advisers or program officers, 
their function was to study the overall developmental needs of each country and 
recommend selected technical assistance projects which ‘vould best contribute 
to the overall balanced development of these economies. Over the past 12 months 
a number of proposed joint projects have been critically examined and agreed 
project proposals resulting are included in the fiscal year 1954 program request. 
It is to provide this rounding out of United States technical assistance programs 
as a means of assuring a better balance between agriculture, industry, and other 
sectors of the Latin American economies that approximately a 10-percent in- 
crease in the appropriation for part IV is requested for the coming year. 


THE AREA AND THE PROBLEM 


This part of the inner citadel of free-world defense includes well over twice 
the area of the United States and close to 176 million people. More than 150 
million of these live in the region in which the United States technical coopera- 


1 Dependent overseas territories. 
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iton program is operating under the Institute of Inter-American Affairs as 
regional office of the Technical Cooperation Administration (Puerto Rico and 
other United States dependencies and Argentina are excluded). Around 30 mil- 
lion of these still retain their identity as pure Indian, living outside of the general 
stream of national economic life. 

To a large extent the physical environment of the region is difficult and hostile, 
In the highlands of the Andes, which are a formidable barrier to transportation, 
millions of people work poor soil in forbidding climates at altitudes up to 14,000 
feet. Altitudes best suited for human productive effort generally have either an 
excessively rugged topography or an exceedingly dry climate. The great river 
basins, while facilitating transportation, become inland seas during the rainy 
seasons, infested by insects and micro-organisms which afflict plants, animals, 
and man alike. Even where nature is somewhat kinder, many problems arise 
from irregular topography and tropical diseases. 

Although in some countries of the region the pressure of the population on the 
land is excessive and basic natural resources are limited, on the whole there are 
sufficient resources for a high degree of economic expansion. 

There is a considerable imbalance of the national economies resulting from 
concentration on single industries (Bolivia, tin; Chile, copper; Brazil and 
Colombia, coffee; Cuba, sugar; Honduras, bananas; and Venezuela, petroleum). 
Local capital formation is difficult and slow. Without sizable foreign invest- 
ments in productive enterprise the economic growth of the region would be too 
slow to effectively further the objectives these countries have set for themselves 
Jn general these objectives include higher levels of living, achievement of eco- 
nomic and political stability, and creation of an improved position of strength 
for the whole Western Hemisphere—all this to be brought about through diversi- 
fication of their separate national economies and a more balanced overall eco- 
nomie development. 

It is clearly in our national interest to assist the governments of the region 
in improving the conditions which stand in the way of increased production. 
Latin America is a potentially weak link in the chain of the free world’s defense 
against Communist aggression, At the present time, the majority of the people 
have such a low standard of living and such a small stake in democracy that 
they. are readily susceptible to the blandishments of totalitarian propaganda. 
Raising productivity in the region means not only to make it less denendent 
upon the United States in collective defense against military aggression and 
against the undercover form of political penetration, but also to make it a more 
effective ally from the viewpoint of supplying the strategie and critical raw 
materials required in the defense effort of the free world and particularly by 
the industries of the United States. 

tut even if it were not for these specific purposes, the general economic de- 
velopment of this region wonld be essential to the United States. It is axiomatic 
that economic activity and well-being are greater on both sides when trade and 
exchange are carried on between two highly develoned countries than when a 
highly-developed country seeks to trade with an underdeveloped one. The dif- 
ficulties which so far have retarded the economic development of Latin America 
can be attacked and overcome, There are sufficient natural resources and m#n- 
power to make possible a high degree of economic expansion. Even in 1951, 
when we witnessed but the berinning of a new economic era for the region, trade 
with the Latin American Republics accounted for $3.4 billion or 31 percent of the 
Tnited States total imports and $37 billion or approximately one-third of the 
United States total exports (this being equivalent to abont 50 percent of the toal 
Latin American imports). The Latin American Republics are second only to 
Western Furore as a market for United States eyports and continue to supply a 
larger part of United States imports than any other trade area. 

The region has always been a canital-deficit area, since capital formation is 
difficult and slow in underdeveloped countries. Just as the United States was 
itself built up with the help of European capital, Latin America, particularly 
since the turn of the century, is being helped by foreign investments. By 1951 
net United States private direct investments and reinvestments in the Latin 
American Republics approached the $7 billion mark, $435 million having been 
invested in that year alone. Conditions can be created which will make the 
region even more attractive to foreign private investors, who can expand its 
productive capacity to proportions more in keeping with the overall objectives 
of the United States. Without such investments the economic growth of the 
region would continne to be unduly slow. Technical cooperation, therefore, in- 
cludes special assistance programs aimed at improvement of institutional defi- 
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ciences in such fields as public administration, financial organization, statistics, 
and general economic planning. 


WHY TECHNICAL ASSISTANCE PROGRAMS IN THE WESTERN HEMISPHERE? 


1. Technical assistance needs are great: Undernourishment, disease, and ig- 
norance combine to keep the productivity per worker in agriculture at about 
one-fifth that in the United States. For the same reasons productivity is low in 
mining and industry also. Added handicaps to production are the shortage of 
skilled labor, inefficient utilization of manpower, and the critical lack of trans- 
portation and power facilities. All this results in high-cost production and pov- 
erty of the masses, which in its turn tends to perpetuate undernourishment, dis- 
ease, and ignorance. The countries of the region are attempting to break this 
vicious circle, but they need external help in helping themselves. There are not 
as yet enough local technicians available to cope with the huge tasks confronting 
them. 

2. Governments and people ask for technical assistance: They ask for such 
assistance from the United Nations and from its specialized agencies, from the 
Organization of American States and from the United States Government. 

Highteen governments have concluded general agreements on technical coop- 
eration with the United States. There is only a very limited program in Guate- 
mala, and Argentina has not sought technical assistance except for training 
grants in a few fields. 

Latin-American governments, national, State, and municipal, as well as private 
sources, are generally contributing an ever-increasing share of the cost of the 
programs. In the fiscal year ended June 30, 1952, the United States obligations 
of $18 million were augmented by contributions of $32 million from the Latin- 
American countries. In fiscal year 1953 the contribution is estimated at United 
States $22 million and Latin America $38 million; in fiscal year 1954, United 
States $24 million, Latin America $44 million. These estimates of host govern- 
ment contributions are conservative, as many other contributions are made, par- 
ticularly “in kind,” the dollar equivalent of which is difficult to determine or 
measure. 

3. The case for assistance from the United States Government.—The question 
is frequently asked why countries enjoying such favorable trade and being so 
rich in potential resources should receive external technical assistance at the 
expense of the United States taxpayer to remedy their internal shortcomings? 

The technical assistance program is not a giveaway program. It is a coop- 
erative program in which the United States and the countries in need of tech- 
nical assistance become partners in striving for economic progress of mutual 
benefit; each partner, rich or poor, assuming his fair share of the technical 
assistance costs involved. Present conditions make it imperative to accelerate 
this progress. 

Greater economic activity and well-being in the region make for national po- 
litical stability and for an international position of strength in the Western 
Hemisphere. The countries in the region realize that it is to their benefit to 
implement programs toward these ends. Having the same objectives and being 
their partner, the United States Government aids where no one else is in a 
position to aid. 


TECHNICAL ASSISTANCE PROGRAMS IN LATIN AMERICA 


Accelerated and balanced development is the common denominator for the 
various economic objectives spelled out in the act for international development 
in terms of “raising standards of living, creating new sources of wealth, increas- 
ing productivity, and expanding purchasing power.” 

As far as the technical assistance program in the Western Hemisphere is con- 
cerned, attainment of these objectives rests upon pursuance of the following 
specific objectives : 

Increasing productivity per worker by doing away with undernourishment, 
disease, and ignorance through programs in food supply, health, sanitation, 
housing, and education, particularly teacher training and vocational education, 
which also serve to increase the number or skilled workers, 

Increasing overall production by appropriate programs in agriculture and 
industry, as well as in the development of natural resources, power, and trans- 
portation. This also involves changing the subsistence economy of many mil- 
lions of people (including 30 million Indians) to fuller participation in, and 
greater contribution to, the national economies. 
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Correcting imbalances in the national economies which result from concen- 
tration on single industries or products by assisting in diversification of national 
economies. 

Encouraging development of sound economic policies on the part of the gov- 
ernments and supplying technical assistance and advice required to attain this 
objective. 

Creating incentives to private investment, both local and foreign, by proving 
through demonstration projects that private enterprise is needed in a particular 
field, and by providing assistance in finding and presenting opportunities for 
private investment. 

METHODS 


The cooperative service, or servicio, is an agency set up by the Latin Ameri- 
cal government as a bureau within an appropriate ministry to carry out a given 
program of technical assistance in which the United States Government partic- 
ipates by supplying technicians and part of the program funds. Operations are 
cooperatively planned, directed, and administered by United States and Latin 
American technicians. Projects completed by a servicio are turned over to the 
appropriate agency of the Latin American government for operation. In some 
instances, the Latin American government requests that a servicio assist in the 
administration of programs carried on by other national agencies. The servicio 
also. frequently assists local governmental entities and private third parties 
in the completion of projects to be operated by them. Servicios have been 
singularly free from political pressures and other adverse influences more or 
less typically present in governments of underdeveloped countries. 

The servicio device is the method generally used in carrying out programs 
in the broad fields of agriculture, health, education, and industrial productivity. 
In addition to these major program fields, technical cooperation is carried out 
in many fields of activity which require only the furnishing of the services of 
technicians by the United States with little or no contribution of funds, materials, 
or equipment by the country. The services of individual technicians are thus 
supplied in such fields as public administration, census, etc.; the technicians 
serving as consultants to appropriate ministries and other agencies of host gov- 
ernments. The role of the joint commissions for economic development in Brazil 
and Paraguay is explained in the country presentations which follow. 

There are training programs systematically integrated into individual country 
programs. They are designed to increase the number of national technicians 
capable of taking over the work of United States technicians, and of training 
additional national technicians. Such training functions are performed chiefly 
through the on-the-job-training of the servicios. Trainees are also sent to the 
United States or to third countries affording specific training facilities. Since 
the Latin American area produces requests for training in a great variety of 
fields, approximately 50 bureats within the United States Government agencies 
carry out the actual training. 

As a result of experience in operating technical assistance programs in a num- 
ber of different fields it has been found that the effectiveness of programs is 
multiplied by following more and more an integrated area-developed approach. 
This means that besides continuing to operate their own separate functional 
progrants on a countrywide basis, the chief technical assistance field parties also 
join in planning and implementing an integrated area-development program for 
certain selected localities, mobilizing available technicans and other resources 
to solve the overall economic and social development problems of the locality. 
In such areas as the Rio Doce Valley in Brazil and the Peruvian seaport of 
Chimbote and its hinterland, the emphasis is on the self-help efforts of the local 
population, fortified by a combination of various technical services. By improv- 
ing not merely one aspect of local life at a time but, for example, agricultural 
production, industrial development, sanitary conditions, and local education and 
training all together, areas and communities are better able to maintain adavnces 
made. Intensified development of localities not only benefits the national econ- 
omy as a whole but stimulates similar self-development in other localities. Inte- 
grated area-development projects are also one of the best means of providing 
“inservice” training facilities—training on the spot a great number of skilled 
individuals whose experience then makes possible greatly expanded develop- 
mental operations by the government, without requiring additional technical 
assistance from the United States. 

As indicated in the tables of the country presentations which follow, funds 
for stimulating integrated area-development (the main funds for development 
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must come from local capital and loans) will be made available in the form of 
vrants to the separate servicios, but must be at least matched by the individual! 
Latin American government concerned. The servicio uses these funds to aid 
the areas on self-help efforts in such a way that no increase in the number of 
United States technicians in the servicio will ordinarily be involved. 

In summary it may be said that these programs have (1) been firmly accepted 
by the Latin American governments as evidenced by their ever-increasing finan- 
ial contributions ; (2) been accepted by the people of Latin America as evidenced 
by their active voluntary cooperation in following the leads given or by donating 
labor and funds; (3) taught self-help, self-respect through the grassroots ap- 
proach ; (4) developed a spirit of teamwork between United States and national 
technicians which sets an exanrple for the technical assistance program in other 
parts of the world; (5) effectively demonstrated the ability and willingness of 
the United States to share its know-how ; (6) played a role of primary importance 
in fufilling the historic good neighbor policy of the United States. 


DOTS * 


Those Western Hemisphere dependent overseas territories of European coun- 
tries for which technical-assistance programs are envisaged in the fiscal year 1954 
are located wholly within or immediately adjacent to the Caribbean area. They 
consist of 12 European dependencies (7 British, 3 French, and 2 Dutch), with a 
combined population of almost 4 million. 

The comments made above regarding the need for technical assistance in 
Latin American apply equally if not even more strongly to the European West- 
ern Hemisphere DOTS. 

The vast majority of the population of the DOTS are living in poverty, disease, 
and ignorance chiefly because economic and social resources have not increased 
as rapidly as has the population. The territories all have their own develop- 
ment plans, worked out in greater or less detail. In addition, the Caribbean Com- 
uission (a United Kingdom-French-Dutch-United States advisory agency) and 
its auxiliary bodies, the West Indian Conference and the Caribbean Research 
Couneil, as well as international technical conferences sponsored by the Com- 
mission, have made numerous recommendations for technical-assistance projects. 
\lthough the European metropolitan governments, under the obligations of 
trusteeship, have undertaken to foster programs of social amelioration in their 
DOTS, their means have been so gravely depleted by two exhausting wars that, 
even given the will, they are at the present time unable to supply all the basic 
needs of the territories, 

Congress provided in the legislation for fiscal year 1953 for the transfer back 
to TCA of responsibilities for technical-assistance programs for Western Hem- 
isphere dependent overseas territories, after such responsibility had fallen to 
MSA under the 1952 program. Of the three European metropolitan governments 
having territorial responsibilities in the Western Hemisphere, only the United 
Kingdom has signed with the United States a general agreement for technical 
cooperation in the dependent overseas territories (July 1951). 

This agreement provides, however, that it shall apply only to such of those ter- 
ritories as the United Kingdom shall from time to time notify to the Govern- 
ment of the United States, and as yet none of the British Caribbean DOTS 
have been so identified by the United Kingdom Government. Negotiations 
for a general agreement for technical assistance with the Netherlands appli- 
cable to her Caribbean DOTS are proceeding. France has not expressed an 
interest in negotiating such a general agreement to cover her Caribbean terri- 
tories. 

Technical assistance hitherto approved for British, French, and Dutch Carib- 
bean dependent overseas territories has been a result of individual project 
requests submitted to the United States (TCA and MSA) by the metropolitan 
sovernments. In some cases the impetus for such projects has come from sug- 
zestions or recommendations of the Caribbean Commission and the West Indian 
Conference. 

In developing program plans for the DOTS, which is a relatively new area 
for United States technical assistance in the Western Hemisphere, careful 
consideration has been given to the formulation of projects which are economi- 
cally and technically sound and which will be carried out on a cooperative basis 
with both the metropolitan and the local government. Activities in the fiscal 


1 Dependent overseas territories. 
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year 1953 include several projects initiated through TCA under the 1951 pro- 
gram. In addition, several new activities were provided for under the fiscal 
year 1953 program of $16,000. A total program of $197,000 is planned for 
fiscal year 1954; this amount is included in the overall fizure of $24,342,000 for 
the Western Hemisphere as a whole. 


REGIONAL TABLE II.—Economic assistance and technical cooperation, American 
Republics and DOTS *—Comparative summary of obligations by country 


{In thousand dollars] 


Act for International Development 


Actual, 1952 Estimate, 1953 | Proposed, 1954 


Country: 
Bolivia. . 
Brazil 
Chile 
Colombia 
Costa Rica 
Cuba 
Dominican Republic 
Ecuador 
E] Salvador 
Guatemala... 
Haiti .- ios 
Honduras... . 
Mexico 
Nicaragua - - 
Panama 
Paraguay --.-. 
Peru 
Uruguay 
Venezuela. --. 
DOTS.. 
Regional : 
Domestic program cost... _- 
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ow 
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Total obligations...............- 


o 


1 Dependent overseas territories in the Western Hemisphere. 


Mr. Anprews. The presentation of our case for the technical- 
assistance program which this Congress agreed to and passed as a 
permanent part of the foreign policy June 5, 1950, has been pretty 
well obscured by other and bigger issues. I feel that we have not 
been able to present to the committee, in cogent and detailed form, or 
rather, the form that you can use, sufficient to let you know what this 
program is about. It is a small program. It is different entirely 
from the economic-aid aspects, the military aspects, or anything else. 
I am merely the man who picked up where others before me have been 
in the administration of this program. It was a program designed to 
go in between, to some extent, the strictly military side and the strict] 
economic side, to help some people who are struggling toward a posi- 
tion to help themselves. 

The program involved is in the amount of $117 million, approxi- 
mately. It was decided and directed by people before me, and we are 
merely trying to administer it to have the program that goes to the 
people to activate millions of little people, to carry on things that will 
help the basic stability of those countries, and which will help those 
people to help themselves. 

Now, I am here to say that that is being done, and that that has 
been done. 

There are schools in Iran which were not there a year ago. There 
is wheat in Bolivia; there is corn in dozens and dozens of countries. 
There are training schools. There are little industries. There are 
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irrigation projects. There are things being done and going on there 
that were not here a year ago or 2 years ago, because of this program, 
There are 1,600 Americans out sews representing what we think are 
the best impulses of this country to the end that people may be helped 
to help themselves, and they are helping maiek 

I would like to just circulate, as I talk here, a monthly report from 
one little nation down in Haiti. It tells about one little community 
where, in 1947, they had 317 desolate people in it. Because an Ameri- 

can engineer saw the possibility of taking some water out of the river 

oad draining some swamps, the whole little valley has been revolu- 
tionized and a community of 4,000 people, with several types of 
income they had in 1947, are living there, and their happiness is re- 
flected there in just an ordinary monthly report that comes in daily 
to our desk from that particular thing. ‘ 

This is small. It is chicken feed. It amounts to nothing, but it 
does hit, and is striking at, the small people where small people live. 

If I had the time the other day, I would like to have shown you 
some exhibits here on the simple matter of wool grading. Maybe 
that is not very large. It does not loom very big in this picture, but 
one man out in “Ethiopia, a new and struggling country, through teach- 
ing the grading of w ‘ool—just the simple teaching of the gr ‘ading of 
wool—increased the income 5 cents a pound on 1 million “pounds of 
wool to a people who have an average income of approximately 10 
centsa day. Those people know that this is a program that is helping 
them, and they know that America has a part in it. 

If that is what we are buying with this program, that is what we 
are getting. If we want rousing hurrahs, waving of flags, or military 
defense, or something like that, we are not getting it, because this 
stuff is way below the government. It is working with the people and 
at the people. It is small stuff in the great total picture. 

If I could take you along and let you see the villages where ma- 
laria is gone—on the Caspian Sea for 4,000 years, malaria was 100 
percent incidence in the villages there. In 1 year of combined effort— 
not ours, but combined effort with the people—we have cut that inci- 
dence to less than 29 percent. 

In agricultural areas where malaria has been wiped out. Indus- 
trial plants where trachoma has been knocked out showed increased 
production anywhere from 15 to 40 percent as a direct result of the 
combined efforts of these peoples. The only thing I am saying is 
that we are working out here with the people with a program that is 
a permanent part of our foreign policy, to help people to help them- 
selves. We may be falling down in our administration of it. We may 
not be doing a good job, and we have made every mistake, I guess, 
that can be in the book, but this is a program which the people of 
the United States are supporting. It is a program which the little 
people of the world are taking a part in. 

That is the only thing I w anted to say. I just felt I must say that, 
because we are dealing with fundamentals, and we are not dealing w ith 
high pressure or any chine else, we are dealing with the simplest thing 
on earth, among the smallest people on earth. 

There are 650 million people in the 35 countries we are working 
in today. 

Mr. Woop. Mr. Chairman, as Mr. Andrews said, there have been 
mistakes made, but it is a growing operation, and we are learning 
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from those mistakes. Some very real achievements are developing 
in this program. 

Now, if we may go on to the next item, which is the dependent 
overseas territories request, totaling $25 million. 

Dr. FitzGerald is our witness on that subject. 

Mr. Fuuron. Could I ask for some material to be presented, since 
I have to leave: I noticed on the materials program that we are 
continuing the development of zinc exploration and facilities. 

With the changed condition in the zinc market, where zinc is in 
great excess, with the market breaking so badly that they want to 
have limitations on zine imports, and with the people in the zine 
business wanting price supports to keep up the support of zinc because 
of oversupp-y, why should we, under this program, not realize the 
current situation on zine in the world and cease putting further 
money in this program for zinc ? 

Mr. Woop. Mr. Fulton, Dr. FitzGerald, I am sure, can speak i 
more detail on this thing. 

Mr. Fuuron. I do not want it right here, but I would like that for 
the record. 

Mr. Woop. Before you leave, I would like to comment on the fact 
that we are dealing here with a problem which is long-term as well 
as short-term. 

You no doubt read summaries of the Paley report which was gotten 
ont last year. All authorities on the subject agree that the problem 
of raw materials in the world for the next decade and beyond that 
is one that ought to be most seriously considered from the standpoint 
of necessary supplies for the United States. 

There is no question that from time to time, as in zinc, or in jute, 
we may run into periods of some oversupply, and all I would like 
to urge you, sir, is to consider not only the immediate problem of the 
present in some of these things, but the longer-range future where 
all the indications are that the problem of ge ting adequate supplies 
of the basic materials of this world for the United States, particularly, 
with the tremendous capabilities for growth and consumption of raw 
materials, is something that must not be forgotten or lost sight of. 

If you shift around rapidly, due to temporary conditions, you will 
never get the long-term development upon which we are likely to be 
so dependent. You do not develop new sources of supply by rushing 
in at the time those supplies are short, and then cutting off and doing 
nothing about it when a temporary increase and possible surplus arises. 

The problem is to try to adjust the short-term and the long-term to 
a reasonable development over a period of years. 

I am not familiar, in detail, with the zine situation. I do know 
there is presently an oversupply of zine. Dr. FitzGerald may be 
able to give you some figures on the longer-range demand-supply 
position. 

Your point is well taken, but we cannot look entirely at the short- 
range aspects of this and forget the longer-range ones. 

(The following information has been supplied :) 


Tue Basic MATERIALS PROGRAM FOR Fuscat YEAR 1954 Aanp Zinc PrRopuctTIon 


In connection with the basic materials program for fiscal year 1954, MSA has 
submitted an illustrative list of projects totaling $50 million, consisting of projects 
which, on the basis of information available today, MSA would select as most 
likely to qualify for MSA financing in fiscal year 1954, No project providing direct- 
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ly for increased zine production is included in this illustrative list. Illustrative 
projects, that MSA would be likely to undertake in fiscal year LOMA, to increase 
minerals production directly are confined to a major project to increase iron 
ore production in the Philippines, primarily to increase availabilities in the 
Asian-Pacific area where it is important to relieve the situation created by 
Japan’s former dependence on supplies from Communist dominated areas; to 
small projects in the Far East to increase production of manganese, chrome 
and coking coal; and to a substantial project to increase coal production in 
Southern Rhodesia in order to develop an essential energy supply required to 
expand production of copper, cobalt, chrome and asbestos, located for the most 
part in Northern Rhodesia. ; 

Two of the projects included in the illustrative list of basic materials projects 
may contribute to an expansion of zinc production several years from now. 
A project to improve the Port of Nemours in French North Africa is needed to 
develop phosphate and agricultural exports, as well as to impreve acces® to 
mineral areas in French North Africa. Zine is one of the minerals in this area. 
A relatively small program for engineering work to develop access roads to 
mineral territories in Thailand will give access to zine deposits, as well as to 
strategic tin and tungsten mines. If further study should reveal that either of 
these projects was likely to result in an immediate and significant expansion of 
zine production, some other project would be substituted. 

Most of the basic materials projects included on the illustrative list are to 
provide ancillary facilities, such as ports, transportation facilities and electric 
power which will make it possible to open up new sources of mineral supplies. 
One of these port projects has already been mentioned, the Port of Nemours. 
A larger project, for which preparatory work is well advanced, involves the 
rehabilitation of Lake Victoria ports which is needed to improve the transport 
system for the whole Central African region and to increase the capacity of the 
system to handle copper, tin, tungsten, columbite and other mineral products. A 
rail project, the Sinoia-Kafue cutoff, and the Kafue hydroelectric project are 
intended to facilitate the increased production of copper and cobalt. Programs 
for power and transport facilities in French West Africa and French Equatorial 
Africa are for the increased production of bauxite and of manganese. A trans- 
port project in India is designed primarily to facilitate increased movement of 
coal and iron ore in the trade between India and Japan. 

In addition to the illustrative list of basic-materials projects totaling $50 
million, MSA submitted a supplemental list of further projects to be explored 
totaling $96.83 million. Included in this list are two projects which would result 
directly in an increase of zine production if they were undertaken. They will 
not be undertaken in fiscal year 1954, unless there is a radical shift in supply 
conditions, 

Both the mine projects in Germany and Austria, and a hydroelectric develop 
ment in Tunisia that would permit expanded production of zinc, as well as of 
other metals, were developed during a period when zine was in critically short 
supply. However, all three projects were deliberately excluded from the illus- 
trative lists of $50 million of basic-materials projects for fiscal year 1954 because 
there seems to be no immediate need to increase zinc production. 

However, it should be realized that zine will probably again be in critically 
short supply, unless new facilities continue to be developed during the rest of 
this decade. Therefore, MSA intends to watch conditions and to encourage the 
building up of a reserve list of projects which might be undertaken at some later 
time but before the prospective shortage of zine becomes acute. 

MSA’s studies indicate that while zine production has been sufficiently stimu- 
lated over the last few years to supply current needs and while some further 
expansion may be expected on the basis of work already under way, there may 
be an acute shortage in the 1960's unless new areas are opened up soon. While 
zinc requirements of the United States and of the rest of the free world are 
expected to go on growing from year to year, United States mine production of 
zine is likely to reach a peak and to decline significantly in the foreseeable 
future. While new mines are hardly needed teday, it will probably bee desir- 
able within the next few years to open up new territories containing zine. In 
underdeveloped areas the first requirement is likely to be the provision of trans- 
portation and power facilities in order that actual mine production may increase 
some time later. 


Mr. Fuuron. One of my points, of course, raises the question of 
whether this current security program is the right vehicle for such 
development. 
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The second point is that if this is not the right vehicle, then is it 
not possible to do these projects under the International Bank for 
Reconstruction and Development, on a long-range basis. 

The next point is this, that where there is not enough money to go 
around, and the battle of the budget is on in full swing, we, in this 
Congress, then, should look at the very strategic urgencies, and set 
aside the ones for future development that cannot be done now, 
because they cannot all be done at once. 

Therefore, my problem here is, when I ask a city of Pittsburgh’s 
size to contribute $1,250,000,000 to the Federal Government, and I 
am. its representative on the Foreign Affairs Committee, I want to 
look over every one of these items, to see what can be put off to another 
year, on the basis that it is not now needed, when the budget is so 
tight. 

That brings me to the point where I must balance among the 
various United States strategic urgencies. I see the United States 
airplane program being cut by $5 billion, and then I see, on the other 
hand, aid for zinc expansion in the current fiscal year, with zinc just 
coming out of our ears. The great problem is what to do with the 
zine surplus we already have. Then I find that we are going ahead 
to invest money to find more zine and flood the world markets fur- 
ther—it does raise a question. 

In addition, when I came back from Germany and found in West 
Germany a boom that many of our areas in the United States would 
be delighted to have, and then find we are putting in, for free, further 
manufacturing facilities for them—for example, aluminum. In my 
area, where I represent - Aluminum Company of America, we are 
going to pay taxes for it. I do not think we are using good business 
judgment. 

Mr. Woop. I know of no such plan for Germany. 

(Discussion off the record.) 


STATEMENT OF HON. D. A. FITZGERALD, DEPUTY TO THE 
DIRECTOR FOR MUTUAL SECURITY 


Mr. FrrzGrra. There is a proposal in the basic materials program. 

Mr. Woop. I thought you meant in the regular German program. 

Mr. Furton. We are developing through the Aluminum Co, of 
America a tremendous aluminum plant in northwestern Canada 
that will be safe from any attacks by Russia or safe from bombing 
because it will be under mountains. This is private expansion. 

The question with me is this: When you have Government expansion 
program on materials that, in part, has been based on World War II, 
clearly this program of expansion should be brought up to date in the 
light of current conditions, regardless of the fact that we have an im- 
plied commitment. The reason for my saying that is this: There was 
an implied commitment that we would build defense plants for World 
War II, but when it was over, and the need was not there, they were 
quickly cut back, which hurt many local communities. I would apply 
the same rules for a decision to this particular program as I would to 
the straight military program and as I did to the program we had in 
operation in World War II. Some of us are going to have to cut this 
budget, because I cannot keep on telling our people that we are laying 
out all this money for eveything in Timbuktu, when I cannot show 
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programs to be directly connected with the security of this fine country 
of ours. 

When you say there are these materials in surplus, and a continuing 
surplus within the foreseeab’e future so that the market has broken, 
then I cannot see the justification for them in a national security 
program, which this bill is. 

Mr. Woop. May I point out, Mr. Fulton, that the new administration 
has, to the full extent it could, applied exactly this criterion to this pro- 
gram and has cut it down very substantially from what was originally 
planned. Only last week, you will recall, it discovered further savings 
of deferrable items amounting to some $404 million. Now, I would be 
the last to claim that any human bei ‘ing can do this sort of a job per- 
fect, or that those Members of Congress who are on these com- 

nittees should not scrutinize every item in the programs, just as you 
are doing, quite properly and with great value to all concerned. 

I do want to point out that the amount of the request for foreign 
aid this year is the product of a very rigid screening process. It has 
been very substantially cut as compared to the program originally 
planned. 

Mr. Furron. The problem is to get enough votes to support the 
program on the floor. Some of us have been trying hard to find a 
reasonable basis upon which to support the Mutual Security Program. 
Unless these items are screened down so that we can say, “None of 
this is postponable out of this fiscal year,” some of us will not be able 
to support the program. 

As you know, I am one of the independents in Congress who make 
up their own minds and I have frequently put amendments in to cut 
parts of the foreign-aid program, but in general I have supported the 
basie principles of the program almost e ntirely. 

If we lose that group of us who are ordinarily for the foreign-aid 
bill, and if we feel there are things in it which could be postponed— 
as it appears to me would be the case today—then I will not be up here 
arguing for the program. 

Mr. Woop. I hope if you cannot be here this afternoon, that you 
will find an opportunity to read the record on these items which Dr. 
FitzGerald is about to give testimony on. 

Mr. Furron. I would rather have it screened some time as to items 
of development which could either go into the International Bank for 
Reconstruction and Development on a long-term basis, and secondly 
on materials of basic security need which might even within this pro- 
gram be postponed for 1 or 2 or 3 years without too much damage to 
our security. This criterion wouid distinguish between basic long- 
time requirements and immediate urgency needs. 

Mr. Woop. May I suggest, Mr. Fulton, that in the case of both 
those points, this administration has asked exactly those questions. 
There is nothing in this program so far as we can make it so, which 
could be financed and is likely to be financed by the International 
Bank, the Export-Import Bank or private capital, or which could 
properly be postponed. 

Maybe your judgment in this regard will be different from the 
judgment of those who carefully and for a long period of time, day 
and night, tried to answer those questions and tried to screen the pro- 
gram on just that sort of a basis. I did not want you to feel that 
those questions had not been asked, and asked in a very hard-boiled 
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way, and that the answers to those questions as they apply to this 
program, are reflected in our presentation. 

Mr. Fuurton. I was before the appropriation subcommittee wanting 
to get some Ohio River locks repaired that do not even have struc- 
tural steel for their support—they are ancient locks about ready to 
collapse and not even in my district. But they will tie up 50 million 
tons of strategic United States defense materials going through these 
locks if they fail. 

Now when that project is cut off the current budget and cannot be 
done by this country, then I wonder about including in this bill a 
railroad development in Africa, or development of a kind of material 
that they have not even found ‘yet clear back up some jungle valley, 
or an experimental project such as a trackless railroad, which “if 
feasible” according to the proponents, will be a great aid to the back- 
ward area. 

Now between that type thing and the strategic necessities that we 
have—you are not convincing one person here that there has been 
that screening and adequate justification. 

I do not want to take the committee’s time. 

Mr. Bentiey. Let me ask one question about this zinc problem, Mr. 
Wood. Assuming world demand for this thing fluctuates, to what 
extent are you relating supply sources that you are building up abroad 
to that fluctuating demand, that. is the point? 

Supply has to go in proportion to , aes Are we taking the 


world demand into consideration when we go out and spend money to 
build up these sources of supply abroad in the event of another world 
war 

Mr. Woop. We are taking all supply-demand factors into account, 


insofar as it is given to our experts to estimate such factors correctly. 

Mr. Fuuron. “Along that line, even with the top year of production 
in the defense program all over the world, you build up tremendous 
surpluses. What will the future years be ‘ 

Mr. Woop. Well, the Paley report is very interesting on that sub- 
ject, Mr. Fulton, particularly on the longer range aspects of it. It 
shows the tremendous deficiencies which are likely to develop in the 
case of a great many of these materials, even on the basis of a relatively 
conservative estimate of the further industrial and productive de- 
velopment of this country alone. 

Mr. Funron. But that is further industrial and productive develop- 
ment not for the purpose of immediate United States internal security. 
That is for future expansion and of course to me, that goes over under 
the International Bank for Reconstruction and Development, on a 
loan and not on a Mutual Security Program. 

Mr. Woop. To the fullest extent possible, it should be other forms 
of financing. It is only in those cases where it seems that the best 
experts on this subject urge it, that any projects are put into this 
program. 

I suggest we proceed with Dr. FitzGerald. 

Mr. FrrzGeravp. There has been a statement circulated on the de- 
pendent overseas territories program for fiscal year 1954. 

This is the first year in which we have proposed for your considera- 
tion a program specifically related to the situation in the overseas 
territories, primarily in Africa, with the exception of Liberia and 
1 or 2 other small countries, 
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Most of Africa is composed of dependent territories of the Euro- 
pean countries. 

We contemplate, for reasons which I will summarize shortly, a 
program that involves, on the one hand, technical assistance of the 
know-how and show-how character, and on the other hand, a pro- 
gram of economic eres in the amount of $24 million for the 
African territories and and $1 million for overseas territories in 
Asia and the Pacific. 

The technical-assistance element in the overseas-territories program 
I do not believe I need to elaborate on. You are familiar with the 
character of such assistance and the illustrative individual projects 
are enumerated in this document. 

The total estimated cost of these illustrative technical assistance 
projects for Africa, for fiscal year 1954, are estimated from $1 million 
to $2 million. 

The illustrative economic development projects recommended for 
your consideration for the overseas territories of Africa in fiscal year 
1954 are also summarized briefly in the document that is before you. 

They involve some $21 million in British overseas territories, $14 
million in French overseas territories, and smaller amounts in Italian, 
Portuguese, and Belgian overseas territories 

In each instance, Mr. Chairman, it is conte mplated that the assist- 
ance if given will be less than or no more than 50 percent of the total 
cost of the project. These projects have been selected because of the 
real interest that these particular projects have for the United States 
and for the security of the United States and for their assistance to 
the metropoles. One of the real difficulties, of course, is that there 
is not available in London, Paris, and other capital cities sufficient 
capital resources to cover all the investments that are desired or 
necessary in these overseas territories. 

By proposing to join with the metropoles or private enterprise in 
the metropoles we can multiply the effect of the aid proposed in 
this area 

Congressman Fulton has raised some really basic questions as to 
whether in the light of our own United States situation any invest- 
ment of United States funds in Africa for development is warranted, 
whether it has a high enough priority at the present time to warrant 
any assistance at all. 

It is, obviously, sir, a matter of judgment. These projects have 
been reviewed very carefully from the point of view of potential 
contribution which they do make. 

Some of them—particularly the transportation projects—are of 
outstanding importance if we anticipate at any time we will have 
to rely on Africa—particularly Africa south of the Sahara—for 
bases, for economic contribution generally, to our economic and our 
military efforts. 

Africa south of the Sahara is a major source of many very important 
raw materials. 

Congressman Fulton has raised a question about zinc, for example. 
Currently the Congressman is right. Zine and lead both are in 
long supply in the United St: tes, and prices are relatively low. I 
have an estimate here based upon the Paley Commission report which 
indicates that within the next 25 years zinc requirements will be 

33064—53——70 
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increased by 50 percent over the current 1952 level of consumption, 
which was just over 2 million tons. 

Mr. Furron. Could I ask you a question before I leave? Is there 
any strategic urgency for the expansion of the production of lead 
and zinc in the fiscal year 1954, or the fiscal year 1955, under present 
conditions ¢ 

Mr. FirzGeravp. Our best estimate sir, is that by 1962, present 
known production of zinc and lead will not be adequate to meet the 
expected requirements by 1962. It takes time and it takes consider- 
able time—— 

Mr. Furron. Could you read that question again ? 

(The question was read by the reporter.) 

Mr. FirzGeravp. That is somewhat of a loaded question, Mr. Fulton. 

The way it was asked, I would have to say no to it, but I do not 
believe it is the way the answer should be given. 

Mr. Martin. May I suggest that that question deserves first a “no” 
answer, but it also deserves another question. 

Can the Congressman guarantee that present conditions will be 
continued ? 

Mr. FrrzGeravp. The way it was asked, sir, I would have to say 
"ae . 

Mr. Futron. I am looking for what program we think is the most 
urgent, but I would like your explanation. 

Mr. FrrzGeravp. In answering no to that, sir, I would simultane- 
ously have to say that if the estimates that have been made of the zinc 
and lead supply situation by 1962 are correct—and they may be 
wrong; they may be wrong—it is desirable to make some investments 
this year, and these, to begin to make some investments this year in 
future lead and zine production. 

Mr. Fuvron. Thank you. 

Mr. Woop. I think Mr. Martin’s point is well taken. 

No one can guarantee that present conditions will continue. It is 
another way of saying what I said to you earlier, Mr. Fulton, that one 
has to look ahead beyond the immediate need, especially when these 
things take some time to develop. 

Mr. Futon. I agree with him on that, because I do not know 
whether the present high urgency, which is of the highest order, with 
our program of security and defense now going at the greatest rate 
possible under our economy, can be continued. There is great likeli- 
hood that the program for 1955 will be less, and therefore there will be 
a greater surplus of both lead and zinc. 

If you continue under the same program, we have your judgment 
as to how urgent you think it is. But you take it off the ground of 
urgency and put it on the ground of desirability for the year “1962. 

Mr. FrrzGeravp. It is urgent to do it this year if you want the sup- 
plies in 1962, sir. 

Mr. Woop. I am afraid we are all crystalgazing a bit. 

Mr. Futon. Is the program for our security in the next fiscal year 
that we are working on, and not a long-term development for 1962? 

[ ask you that very fairly. Is the place for that material, develop- 
ment, and so forth, in this program for the fiscal year 1954 labeled 
“Mutual Security program”? 

Mr. FrrzGreraup. We believe so, sir, but it is a matter of judgment. 

Mr. Furron. Thank you. 
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Mr. Woop. We do have to look beyond this year in thinking about 
our security. It seems to me that is the main point. 

Now, Dr. FitzGerald, we are attempting to rush through a lot of 
material in the balance of the afternon. Unless there are questions 
from members here, can we have the privilege of putting some of these 
things into the record ¢ 

Mr. FrrzGrravp. I would like to suggest if it is agreeable to all that 
we insert a summary of this in the record. 

(The information referred to is as follows:) 


MuTUAL SECURITY PROGRAM—-BASIC MATERIALS DEVELOPMENT PROGRAM 


I, OBJECTIVES AND GENERAL FRAMEWORK OF BASIC MATERIALS PROGRAM 


MSA is requesting an appropriation of $25 million for fiscal year 1954, which 
together with use of 10 percent counterpart funds equivalent to $25 million 
would provide total obligational authority of $50 million to carry out the basic 
materials program for fiscal year 1954 under section 514. It is expected that a 
large portion of the dollar authorization requested will be used to meet necessary 
local currency expenses. 

The basic materials program for fiscal year 1954 has been formulated to 
serve high priority security interests and economic objectives of the United 
States in Asia, the Pacific, the Middle East, Africa, and Europe. 

The program will contribute to United States objectives in helping to overcome 
economic problems in Western Europe—and promote stability and development 
in Africa and other greas—largely through development of additional sources 
of industrial raw materials in the DOTS in Africa and elsewhere. 

The United States interest in relieving the serious economic difficulties of 
Japan and increasing the economic strength and stability of other Asian and 
Pacific areas will be advanced by development of additional sources of food and 
other raw materials in accessible areas outside Communist control. 

Availability of materials to meet United States requirements for defense and 
for further United States economic growth will be improved by the deveiopment 
of additional worldwide sources of materials which would relieve European and 
Japanese pressure on total supply. (However, acquisition of strategic mate- 
rials for the United States is not included in the basic materials program, since 
Congress has separately provided for that purpose.) 

The basic materials program is designed as part of our overall effort to reduce 
financial aid burdens on the United States. Provision of funds to develop new 
material sources in nondollar areas and to expand production and trade on a 
regional and total free world basis should reduce European and Japanese dollar 
requirements for commodity imports. 

Only a small part of the total financing necessary to expand production of 
raw materials and foodstuffs will be provided by the basic materials program. 
Other countries will make much larger expenditures, but they cannot accom- 
plish all that is necessary because they must devote substantial government 
funds to defense. Private industrial companies and investors will undertake 
the great bulk of the financing of mineral production projects but they cannot 
be expected to provide ports, roads, and other ancillary or general development 
facilities. Projects which the Export-Import Bank, the IBRD and DMPA are 
willing to finance will not receive basic materials funds. 

The basic materials program will help provide part of the financing necessary 
to carry out the most essential survey, exploration, port, transportation and 
other ancillary facilities projects required for raw materials and food production 
where the program is necessary for regional or global needs and is acceptable to 
the countries concerned. In some instances, the need for increased supplies of 
materials in a region may involve technical assistance or may require assistance 
in developing specific materials production facilities. 

This moderate United States assistance will help to open up large new resource 
areas, stimulate further private investment and foreign public investment in 
materials production, and move forward projects essential for United States 
objectives which would otherwise not be carried out. 

Political and social conditions in most of the areas concerned make it highly 
important to initiate both materials development and general development 
programs as rapidly as possible. 
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Il. WESTERN EUROPEAN PROBLEMS AND BASIC MATERIALS PROGRAM FOR DOTS IN 
AFRICA AND ELSEWHERE 


Western Europe cannot live up to its commitments for defense production, can- 
not reduce sufficiently its dependence upon the Soviet bloc, and cannot maintain 
even its present standard of living if it does not obtain additional raw materials 
at reasonable cost. 

Accordingly, European countries and their territories are making large efforts 
to develop production of raw materials which will not require dollar payments 
and which will earn dollars in trade with third areas. The magnitude of 
European efforts to date may be illustrated by the fact that fer the period from 
1946 through 1952 the United Kingdom and United Kingdom territories made 
public investments in the United Kingdom. DOTS totaling well over $1 billion 
in addition to private investments. Similarly, the French, Belgians, Dutch, and 
Portuguese and other metropole and territorial governments have made large 
public investments. Moreover, European private investors and, to a lesser ex- 
tent, United States investors have expended very large sums for exploration, 
blocking out reserves and expansion of 1aaterials production. Those efforts have 
made a subst:ntial contribution to free world supplies. 

But additional assistance is necessary to carry out port, transportation, power, 
and other general development projects essential to meet European and African 
problems and United States objectives. 

Proposed basic materials program assistance may be illustrated by projects 
under consideration for the south central region of Africa, which is one of the 
richest mineral areas of the world. At present expansion of material production 
is hampered by inadequate energy supplies and by inadequate transportation 
facilities to move coal within the area, to. bring in equipment and other supplies 
and to take out copper, cobalt, and many other minerals. The proposed Sinoia- 
Kafue cutoff project would shorten the railroad haul from the south central 
minerals region to the east coast port of Beira by more than 500 miles and would 
permit more efficient use of equipment to relieve the general transport shortage. 
Another proposed project, to expand coal production at the Wankie colliery in 
Southern Rhodesia for use there, and for shipment to Northern Rhodesia and 
the Belgian Congo over improved transport facilities, would contribute to ex- 
panding production of copper, cobalt, chrome, and asbestos. These projects, and 
others under consideration, would permit substantial increases in the production 
and transportation of minerals such as copper, tin, cobalt, columbite, tungsten, 
tantalite, manganese, asbestos, chrome, aluminum, and production of food grains, 
rice, and other raw materials essential to meet needs in Europe, the United States, 
and even in the Asia-Pacific region. 


III, PROBLEMS OF JAPAN, THE ASIAN-PACIFIC REGION, AND THE MIDDLE EAST 


For United States security and economic interests, it is very important to 
alleviate the serious food and raw material deficiencies and related economic 
difficulties faced by Japan and other countries throughout the entire Asian- 
Pacific region. The political and social stability of the food deficit countries 
in that region may be determined in large part by the extent to which rice pro- 
duction will be increased in Asian countries. The food deficit of the region 
currently requires outside purchases of $700 million per year. More specifically, 
in 1952 Japan’s food deficit was more than $400 million, much of which was 
secured from the United States, while Indonesia, which was self-sufficient in 
prewar years, found it necessary to purchase over $100 million from outside 
sources. The need for rice is rapidly increasing because of population growth. 

Japan, however, can no longer depend on Formosa, Korea, and the Chinese 
mainland for foodstuffs and industrial raw material resources, and must seek 
other sources of supply and markets. Although U. N. military and other ac- 
tivities in connection with the Korean war, and the stationing of United States 
security forces in Japan, have provided a temporary prop to the Japanese econ- 
omy (and financed high-cost food, fiber, coal, iron ore, and other raw material 
imports ineluding large imports from dollar sources), it should not be expected 
that Japan’s present special earnings will last indefinitely. 

From the standpoints of the Asian-Pacific region, highest priority must be 
given to programs designed to increase food production. In addition, however, 
development in the area should have regard for the capacity for mutually ad- 
vantageous exchange and seek to develop the plentiful raw material resources 
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which would provide a basis for such trade. The countries of South and South- 
eust Asia, desiring to develop at an accelerated rate, require capital equipment 
which can be supplied by Japan in exchange for raw materials, once the basis 
for the exchange is established. Tapping the potential for increased production 
of food, fibers, and minerals (including chrome, nickel, tungsten, iron ore, cok- 
ing coal and manganese), however, is presently beyond the financial capabili- 
ties of the region. But initial phases of this development could be undertaken 
with United States financial assistance. 

Therefore, the basic materials program will attempt to develop sources of 
food and industrial raw materials in Asian, Pacific, and Middle East Areas which 
will contribute to the needs of Japan and the region as a whole, and reduce future 

equirements for United States financial assistance to cover commodity imports 
from dollar sources. The basic materials program would supplement other pro- 
grams for internal development of individual Asian and Pacific countries—by 
financing projects intended to serve regional needs which are beyond the ca- 
pacity of the producing country. 

Major effort must be devoted initially to completion of agricultural, economic, 
geological and engineering analyses essential to undertake projects which can 
best meet the objectives indicated above. 


IV. RELATION TO OTHER PROGRAMS AND FINANCING 


1. Acquisition of strategic muterials for United States stockpile—This pro- 
gram does not provide funds for the procurement or development of materials 
for the United States stockpile. 

2. Export-Import Bank and the IBRD.—No project that either bank is pre- 
pared to finance will be financed from basic-materials funds. Therefore, the 
two banks will be advised as to all basic materials projects which MSA believes 
warrant financial support, to enable the banks to undertake the financing of 
such projects before any decision is made to use basic-materials funds. 

3. Private investment and foreign investment.—The basic-materials program 
financing, by helping to accelerate projects essential for United States objec- 
tives which could not otherwise be carried out, will open up new areas and 
encourage further private and foreign investment. 

4, Country programs.—The basic-materials development projects under sec 
tion 514, although developed on the basis of global priorities, will contribute 
to internal strength and stability of producing countries, as well as to the 
requirements of other free-world countries. Therefore, even though basic- 
materials program projects are intended primarily to serve needs of other 
countries, they should be considered an integral part of producing countries’ 
development programs, and not as wholly sepurate enterprises. Accordingly, 
the basie-materials projects will be carefully examined to assure integration 
with country programs. 

V. PROJECTS 


The illustrative list of projects, which totals $50 million in dollars and dollar 
equivalents, consists of projects which, on the basis of information available 
today, MSA would select as most likely to qualify for MSA financing in fiscal 
year 1954 in the amounts indicated. Of course, before financing is undertaken, 
MSA will in most instances need to make an independent assessment of the 
engineering details. In addition to this illustrative list of $50 million of basic- 
materials projects, there is a list of about $96 million of further projects to 
be explored. Some of the projects included in the illustrative list for fiscal 
year 1954 will fall by the wayside or will be found to be eligible for bank 
financing when they have been fully worked out. To the extent that these 
projects are so disposed of, they will make room for other projects which will 
mature from among those on the list of further projects to be explored. Beyond 
either of these listings, we would expect that some other projects will mature 
within the fiscal year which would actually have a somewhat higher priority 
than those included on the illustrative list, and we would, therefore, expect 
to reserve a significant fraction of the fiscal year 1954 appropriation for obliga- 
tion in the latter half of 1954. In particular, we would expect that with the 
further development of projects in the Far East, the ratio of funds that would 
actually be obligated in the Far East would be higher than that shown in the 
illustrative list. 
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MSA Basic MATERIALS PROGRAM 
ScuMMARY OF BAsic MATERIALS PROJECTS FOR FiscaL YEAR 1954 
{Millions of dollars and dollar equivalent] 


Title I countries: 
Dependent overseas territories: 
Illustrative list of projects 
Further projects to be explored_-_ 
Metropolitan areas: 
Se RE >I, Sk ceeeedceelbeepmereanaieneeniaeaeinas 


Further projects to be explored 


Subtotal title I countries: 
Illustrative list of projects___ 


Further projects to be explored__- 


Titie II and III countries: 
Asian countries and dependent overseas territories : 
na cpecietenioneneaniniassneaichanaiiemaasiaiabis 


Further projects to be explored sai tk eieeiiediial a 
Miscellaneous Near East and African TCA countries_._.._...... 9. 


Subtotal title II and III countries: 
IE, TIN Fr CN a ccicteretr np menetenrest arin 


Further projects to be explored 


Grand total MSA basic materials program, fiscal year 1954: 
Illustrative list of projects_____- 
Further projects to be explored 


Basic MATERIALS PROJECTS FoR Fiscat YEAR 1954 
[Millions of dollars and dollar equivalent] 


TITLE I 
DEPENDENT OVERSEAS TERRITORIES 


Illustrative list 


‘ ~ , : Estimated 
A. United Kingdom territories: ’ dollar cost 


(1) Wankie Collieries 

(2) Sinoia-Kafue Cutoff 

(3) Kague hydroelectric scheme___ 
(4) Lake Victoria ports__ 


B. French territories : * 
(1) Port of Nemours 
(2) French West Africa—bauxite___ iaieth al 
(3) French Equatorial Africa—manganese- 
(4) Madagascar Rue project 


©. Portuguese territories:* (1) Minerals banks in Angola, Mozambique, 
and Goa 


Subtotal dependent overseas territories 


1 More detailed description of these projects may be found on pp. 8—10 of the congres- 
sional presentation statement covering the dependent overseas territories program, May 
12, 1953. 

2It has been decided to include in this submission only $1 million for the Sinoia-Kafue 
Cutoff in the illustrative program for the United Kingdom territories instead of $5.6 million 
as shown in the congressional presentation statement of May 12, 1953. The balance of 
$4.6 million appears below in the list of further projects to be explored. 
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Further projects to be explored 


A. UNITED KINGDOM TERRITORIES Estimated 
Southern Rhodesia: dollar cost 

1. Expansion of Pig Iron Capacity, QueQue: The iron and steel 
plant at QueQue came into operation in 1948 and was soon pro- 
ducing 110 tons of pig iron and 80 tons of steel a day. It is located 
close to limestone deposits, ample water supplies, and extensive 
deposits of iron ore which analyze at 50 percent. The production 
of this mill should, however, be considerably increased if it is to 
meet the growing demands of the expanding economy of central 
Africa. An increased output of pig iron would lower production 
costs at the mill and provide the area with a greater supply of high- 
grade, low-priced material which would directly support expanded 
minerals production by making material available to the local 
mining industry and indirectly through the resulting expansion of 
secondary industries_- ianceaeacs Sia cE eta 

2. Sinoia-Kafue Cutoff: The expansion of minerals production 
in the copper belt, particularly copper and cobalt, is hampered— 
not alone by suitable energy sources at reasonable cost—but also 
by the unavailability of transport to bring in equipment and sup- 
plies and to take out production. The normal route for the North- 
ern Rhodesia part of this area, and in part for the Congo portion, 
is over the Rhodesian railways and then the Mozambique railways 
to ports in that latter territory, primarily Lourenco Marques and 
Beira. ECA financed, in part, a detailed transport survey by Knap- 
pen, Tippetts, and Abbett, which resulted in recommendations that 
two cutoffs be built to improve transport in this area. The first, 
the Pafuri cutoff, is now under construction, being financed by 
loans from the EXIM Bank and the IBRD. This Sinoia-Kafue 
cutoff was the second one recommended, and it is expected that 
work will begin in fiscal year 1954. It will shorten the haul from 
the port of Beira to the copper belt region by approximately 500 
miles, and thus not only improve transport for that area, but by 
making possible a more efficient use of existing equipment, help 
to relieve the general transport shortage in the haul area__________ 4.6 

British East Africa: 

1. Improvement in Lake Nyassa Transport System: Lake Nyassa 
in east central Africa has become increasingly important as a means 
of internal transport for the cargoes of northern Rhodesia, Tan- 
ganyika, and Nyasaland. In the years 1936 and 1948 the cargo car- 
ried on the lake increased from 1,662 tons to 4,244 tons. This 
tonnage, however, has in the past been handled by barge from 
shore to motor vessel because of the constantly changing level of 
the lake. The British have proposed to dam the Shire River, a 
project which would at once stabilize the level of the lake and pro- 
vide new resources of hydroelectric power for the mines and indus- 
tries of this central African region. The proposed dollar sum 
will facilitate part of this development and allow the improvement 
of transportation on the lake. The movement to Mozambique ports 
of the important products of the mines and plantations of the region, 
among them sisal and corundum, would be greatly increased by 
this improvement 

Gold Coast: 

1. Tema Port: The completion of a new port at Tema on the east- 
ern section of the coast of the Gold Coast is related to, and would be 
justified by a basic material standpoint, because of the proposed 
earrying out of the Volta River scheme. This scheme is a joint 
development on the part of the United Kingdom and Gold Coast 
governments, and United Kingdom and Canadian aluminum pro- 
ducers, with estimated total cost of approximately $400 million. 
Under this scheme, it is anticipated that the Gold Coast would be 
producing, in the first stage (about 1960) 80,000 tons of aluminum 
a year, and ultimately, in the final stage, better than 200,000 tons 
of aluminum per year. The building of the new port of Tema is 
an essential step in the carrying out of this program and, as well, 
in the final operation of it 


ee ES ee ee ee 17.2 
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Further projects to be explored—Continued 


B. FRENCH TERRITORIES 

Estimated 

French North Africa dotiar cost 
1. The expansion of mining development in Tunisia for lead, zinc, 
and manganese is hampered by the lack of power at reasonable cost. 
It is proposed that there should be a hydroelectric plant to meet 
this requirement______-__~ Lalli tia! tack cs estas ep ectibptntoesat eae daAae 
2. The North African governments are pursuing a policy of 
mechanizing the production of food grains which are exported to 
Western Europe. The maintenance of present production and, of 
course, such increases as climatic and soil conditions permit, will 
require increased investment in equipment, for agricultural pro- 
ducers, with particular attention to the equipment of native coopera- 
tives. Approximately $5 million will be required for this purpose, 
fiscal year 1954 : cee _ . ee Sete 


French West Africa: 

1. Technical assistance projects requests are now in preparation 
under which United States technical assistance will be requested to 
aid the French in planning expanded mining development in the tin- 
producing area of the Niger. On the basis of plans so developed, 
financing will be required to make possible the necessary explora- 
tion and exploitation of deposits known or to be discovered. It is 
also probable that financing will be required to improve transport 
and port facilities. Only a preliminary estimate can be made as to 
United States financing for fiscal year 1954, which is $4 million___- 


Total, French territories 


PORTUGUESE TERRITORIES 
Angola: 

1. Luanda: Purchase of semiautomatic loading equipment for 
the port of Luanda, to provide for increased shipments of manga- 
nese ore and other cargo nah a tata 0. 70 

2. Extension of railroad from the present terminus Sa da Ban- 

deira to Serpa Pinto: This would be the first stage of a program to 
extend this line to Northern Rhodesia. This program, while quite 
expensive, might be justified because it would open up the poten- 
tially rich mineral area of southern Angola and provide an alternate 
outlet for Rhodesian mineral production to the west coast of Africa 
(the project would not be finished under this program until an 
intensive examination, probably by United States experts under 
TA, had shown its economic validity) soda asia Maasai 


Total, Portuguese territories... ___ ne . ; antec ae 
D. BELGIAN DOTS 


Belgian Congo and Ruanda-Urundi: 

1. Ruzizi hydroelectric project: Financing of this project, which 
will result in making reasonably priced power available to the tin, 
columbite-tantalite and tungsten preducers of Ruanda-Urundi, will 
need further financing in fiscal year 1954 5 co akbcabbie 

2. Extension of ports at Leopoldville and Matadi: Financing of 
this project is under consideration as part of this year’s program. 
These 2 ports, the Congo seaport and the main Congo River port, 
are connected by a railroad and jointly constitute the main inlets 
and outlets for this important raw materials producing area. Fur- 
ther financing will be required in fiscal year 1954__- 


Total, Belgian territories__ 
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Further projects to be explored—Continued 
E. ITALIAN SOMALILAND Rettnsedl 


Belgian Congo and Ruanda-Urundi—Continued dollar cost 
1. Sisal production: European and native growers sell entire 
present output (1,200 tons per year) to England; are expanding 
eultivated area and importing new varieties. Plan construction of 
a new processing mill and purchase of other equipment incidental to 
production of fiber “ 
2. Italian geologists, with he Ip of an Americ: an geologist provided 
under the TA program, are attempting to develop a plan for the 
exploitation of tin and lead deposits at Magian, Somalia. If the 
plan is successfully worked out, the financing required under the 
basic materials program in fiscal year 1954 will be approxi 
mately $250,000__- Rae - ie ge m 0. 250 


Total, Italian Somaliland ; 0. 600 
Total further projects to be e xplored 54.5 


TITLE I 
II. METROPOLITAN AREAS 


Illustrative list of projects 
Austria : 
Power for aluminum development * 
Turkey: Mineral bank * 


Total illustrative list of projects, title I, metropolitan areas 


Further projects to be explored 
Austria: 

1. Lead/zine mining development and exploration on Bleiberger- 
Bergwerks-Union properties located at Lafatsch and Nasserieth, 
Austria. This is a program already gotten under way with 90 per- 
cent (05 percent) counterpart funds. It is expected to provide suffi- 
cient local production to meet Austria’s lead and zine requirements 
from domestic sources, United States aid requirements for fiscal 
year 1954__ cael peered. celbael teed 

2. Copper-mining development and ‘explors ition, Kuferbe rgbau 
Mitterberg. This project is expected to make it possible for Austria 
to meet more than 50 percent of its domestie requirements of copper 
from domestic production. United States aid requirements for fiscal 
weer 1000... = aes ; : 

3. International power development, Braunau ‘Inn. This power 
development project is to supply increased power for the production 
of aluminum in Austria and Germany for the VAW-R: cae alu- 
minum plants. Projects for financing a portion of the cost of the 
expansion of these 2 aluminum production facilities are under con- 
sideration in the fiscal year 1953 program. United States aid re- 
quirements for fiscal year 1954 * 


Total for Austria__-___- 


Germany : 
VAW aluminum plant. A project for financing part of the ex- 
pansion of this facility is under consideration in the fiscal year 1953 
program, Further financing will be required from the fiscal year 
1954 program. This will make available increased aluminum-pro- 
duction capacity to meet Western Europe’s needs. United States 
aid requirements for fiseal year 1954___ 


® This is part of a project described below. The balance of $5.8 million appears in the 
“List of further projects to be explored.” 

*Consideration is being given to joint financing with Turkey of a mining bank. The 
financing of such a bank should be worked ont in such a fashion that technical assistance 
is made available as well as financing so that funds and techniques, including managerial 
skills, may be made available to producers and potenti! producers in order to increse the 
production of chrome, lead, manganese, and copper. United States aid requirements for 
fiscal year 1954—$4 million. 
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TITLE I—Continued 


Further projects to be explored—Continued 
F Estimated 
Germany—Continued dollar cost 


2. Expansion zine and lead production capacity of the Stolberger 
zine A. G. at Maubach. United States aid requirements for fiscal 
year 1954 


Total for Germany 


Yugoslavia: 

1. Strnice aluminum. This project for the provision of alumi- 
num-production capacity from domestic raw materials, is under 
consideration for joint financing with the IBRD and the Yugoslavs 
under the fiscal year 1953 program. Its continuation in fiscal year 
1954 will require further financing. United States aid requirements 
for fiscal year 1954_ 


Subtotal, further projects to be explored, title I, metropolitan 
ee 


TITLE It AND III COUNTRIES 
ASIAN COUNTRIES AND DEPENDENT OVERSEAS TERRITORIES 


IWustrative list 

Formosa: Coking coal 
TS FROG PRONE aa ki mtn ig die ttn 
Philippines : 

RD: MN chests citccicteni nee 

Manganese projects___- 

Chrome projects_____- 
India: Railroad and port fac ilities___ ea escttancst 


Subtotal illustrative list of Asian countries and MSA Dependent Over- 
seas Territories 


1 These projects are briefly described on p. 13. 

2The probable total dollar cost of the basic materials projects for India is $10 million, 
of which $5.9 million have been included in the illustrative list and the balance of $4.1 
million in the list of further projects to be explored. 


Further projects to be explored 
ASIAN COUNTRIES AND DEPENDENT OVERSEAS TERRITORIES 


Philippines nickel deposits: Nickeliferous iron ores in northeast 
Mindanao and Island of Manicomi. Preliminary drilling followed by 
more detailed exploration needed to prove relatively high-grade 
nickel content in lower strata of deposit. DMPA financing metal- 
lurgical test work and is interested in event existence of commer- 
cial ore body is established. DMPA cannot finance at present stage. 
MSA could participate here. Possible cost for fiscal year 1954 

Philippines sipalay copper project: This is a potentially large, 
low-grade deposit. Drilling program indicated_____.._._._---___-__~ 

Malaya: Ula Rompin iron ore deposit in Trengganu sts ate is known 
to contain more than 30 million tons of high-grade iron ore. It is 
believed that the $10 million needed to finance the dollar costs of 
developing the deposit and necessary ancillary facilities will prob- 
ably handled by the EXIM Bank. For this reason, the amount is not 
included in the total. However, in Asia the EXIM Bank does not 
take up the loan, this project should be considered as a possible 
prime project justifying BMD financing to fill the gap (estimate) ___ 
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TITLE If AND III COUNTRIES—Continued 


Further projects to be explored—Continued 
Estimated 
dollar cost 
1. Railway rolling stock: India’s iron ore, manganese, and coal 
deposits cannot now be used to maximum effectiveness by India and 
the free world because of transportation handicaps. India’s rolling 
stock was severely depleted during the war and is completely unable 
to handle expanded postwar demands of international trade. The 
International Bank has already realized this problem and advanced 
a $34 million loan in August 1949 for rehabilitation of Indian rail- 
ways. However, the increased needs of India’s economy under the 
5-year plan as well as world demands for raw materials has out- 
stripped the rate at which India can make available foreign ex- 
change for vitally needed railroad expansion. 

2. Engineering works for coal handling: India has huge potential 
coal reserves that can be harnessed for both expansion of India’s 
own iron industry and for providing the coal for the Japanese steel 
market. In order to use the expanded rail network efficiently, more 
equipment is needed to handle loading, unloading, and prepara- 
tion of coal. The amount of foreign exchange required for this 
project is $2.6 million. 

3. Railway construction: Even with added facilities India’s pres- 
ent railway trackage does not permit maximum export of ores. A 
high priority project in this field is to double track the present 
single line from the ore fields to the port of Visakhapatnam. In 
addition to the double trackage some modern traffic management 
equipment is needed to handle the increased traffic load. The 
estimated cost of this project is $24.7 million. 

4. Port facilities: The 3 projects listed above will increase ore 
production and transportation at all stages from mine to port. 
However, in order to complete the work required to boost exports 
by 2 million tons the port facilities at Visakhapatnam must be im- 
proved. The foreign exchange cost of equipment for port improve- 
ment which cannot be financed by India is estimated at $2.6 million. 

Tetah: fer! fatigisve: ei 


India : 


Subtotal for further projects to be explored—Asian countries and 
dependent overseas territories_____..__. 


MISCELLANEOUS NEAR EAST AND AFRICAN TCA COUNTRIES 


Ethiopia : 
1, Aerial-mapping survey including photographic coverage for use 
in identifying the basic resources of the country susceptible of 
development : These resources would include minerals, water power, 
forestry, vegetable oils for use in industry, livestock and its by- 
products. Cost ae ! ee sade 
2. Mineral exploration for use in identifying the types of quan- 
tities of minerals which can be economically exploited: Such in- 
formation would serve in publicizing investment opportunities to 
attract private capitalization before efforts would be made to secure 

probable loans or grants. Bstimated cost $200 per year for 5 years__ 1.0 
3. Port facility at Massawa: A principal limitation upon Ethiopia 
in export of materials is the lack of adequate port facilities. The 
harbor of Massawa must be cleared of sunken Italian vessels and 
wharves built to adequately handle shipment of strategic material. 
The total cost of a full-scale job has been estimated at $8 million, 
however, the work might be limited to selected units within a total 

cost 


Total for Ethiopia 
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TITLE II AND III COUNTRIES—Continued 


Further projects to be explored—Continued 
Eatimated 
Liberia : dollar cost 

1. Shallow-water harbor, Cape Palmas: The joint commission 
for economic development has requested the Bureau of Reclama- 
tion to make a preliminary design and cost estimate of a shallow- 
water port at Cape Palmas. The survey has been completed and 
plans drafted for the harbor. The harbor would facilitate shipment 
of rubber from a Firestone plantation in this area which is cur- 
rently handled by surf boats to ships anchored a mile off shore. The 
harbor would make possible utilization of the timber stand of the 
excellent Ibeke forest estimated to be worth $256,000,000. The Li- 
berian Government has signed a memorandum of intent with the 
Society for Utilmation of Vegetable Raw Materials of Hamburg-for 
a concession in this area. BHstimated cost 5p sckbentat sy : 

2. Transportation of mineral deposits: The Bomi Hills iron de- 
posit near Monrovia offers an opportunity for an important new 
source of iron, A photographic survey of the area is 78 percent 
completed, A minimum of $5 million could be used in ground sur- 
veys, opening up operations and finishing up roads into areas for 
mineral development. An initial allocation for ground survey and 
related activities is proposed in the amount of_- ; 

3. Rice production: A réstticting factor in the development of 
basie materials and the eeonomie development of the country is limi- 
tation of rice production. Liberia plans to allocate 10 percent of its 
economic development funds to rice development. \ngineering 
structures, machinery, and technical assistance to increase rice pro- 
duction on swamp lands in 5 centers where the production of basic 
materials is being developed would cost approximately $100 per 
center 


Total for Liberia___-_ 
Libya: 


1. Minerals and iron ore development: Preliminary reports indi- 
cate that manganese in commercial quantities exists in the moun- 
tains south of Derna. There are also well substantiated reports of 
the existence of iron ore deposits in Fezzan, as well as indications of 
mineral! deposits of various types near the Libyan-French Equatorial 
boundary. Further exploration of these deposits for purposes of 
commercial development would call for an initial allotment of 


cherie ste Made cea ; i a 0.2 
2. Trackless train: The current development of a “trackless train” 

which may be capable of transporting 150-200 tons on a specially 

designed vehicle through off-the-road country offers the potentiality 

of delivering to Mediterranean ports the products of the upper areas 

of French Equatorial and French West Africa. If this development 

is successful, it may also be utilized in other desert and otherwise 

roadless areas, Cost of 3 units would be 


Total for Libya 
Jordan: 

Road to open up potash and phosphate deposits : Point 4 activities 
are assisting the Jordanian Government in the plans for the develop- 
ment of potash and phosphate deposits in the interior of Jordan. 
One of the problems connected with this development will be that of 
access to the seaport of Aqaba. Access roads will be required at an 
estimated cost of 


Total for Jordan 
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TITLE II AND Ill COUNTRIES—Continued 


Further projects to be explored—Continued 
Estimated 
dollar cost 
The island of Hormaz has substantial deposits of red oxide, which 
s currently being loaded at a rate of approximately 400 tons per 
day, by small boats to an offshore anchorage. It has heen recom- 
mended that exploratory work be done to determine both the quality 
and quantity of the reserves. If the exploratory work indicates 
that the project merits further development, access roads and harbor 
mprovement would be necessary. The harbor improvement would 
also facilitate salt mine operations on the island. ‘Total develop- 
ment costs are estimated at $1,000,000 


Total for Iran__---- 
ional: 

Utilization of flame gases: One of the most challenging prospects 
of industrial development in the Near East is the utilization of waste 
gases from the oil wells in the oil countries. It has been estimated 
that the natural gases from these wells, converted into fertilizer 
could equal the entire world production of fertilizer. Processing 
of these gases would involve sulfur, carbon black, caustic soda, 
chlorine, elemental phosphates, ammonium nitrate, ammonium sul- 
fate, synthetic rubber, and other products. A study of the economic 
feasibility of this project would be the first step. It would then be 
necessary to determine whether private-investment sources were in- 
terested in the development. However, if the project should have 
basic-material-program uses, some investments in pilot plants, etc., 
might be found necessary. Exact costs would have to follow the 
economic survey. Allotment for this activity is estimated at $1 
million : 1.0 


Total regional______- “a a i 1.0 
Total miscellaneous Near East and African TCA countries__ J 9.9 
Formosa : 

Coking-coal projects: This project is aimed at the development of 
a mining property to produce high-quality coking coal. There is 
a possibility of exporting a part of this production to Japan and 
future Taiwan needs are such that the proposed development would 
conserve foreign exchange, otherwise required for imports 

Thailand : 

Building access roads to tin, wolfram, lead, zine-mine develop- 

ments 
Philippines : 

1. Iron-ore projects: Property selling iron ores to Japan. There 
is possibility of producing sulfur as a byproduct. Cost of building 
cencentration——.........- e bi idite 

2. Manganese projects: Busuanga manganese mine on Busuanga 
Island. Northeast Palawan area. Property has reserves of 400,000 
tons of 45-55-percent manganese ore. Concentrating equipment 
and wharf repairs needed ti i E.. ‘ >" a 

3. Bohol manganese: Operated by General Base Metals Co. 
Present output 20,000 tons. Trucking equipment, washing plant, 
wharf, and shipping facilities needed_____-- , ; Ls 

4. Chrome deposits: DMPA wants to increase output of metal- 
lurgical chrome for shipment to United States. Representative 
on ground trying to interest local groups in widespread development 
program. DMPA unable to finance the necessary drilling campaign. 

MSA could participate here____.---__ ‘ : i 0. 500 


Subtotal, illustrative list of MSA claimant countries in south- 
east Adid io 0c.20u id : : - 4, O75 
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Murua. Securiry ProcgRAM DEPENDENT OVERSEAS TERRITORIES PROGRAM, 
CONGRESSIONAL PRESENTATION STATEMENT, Fiscal YEAR 1954 


I. THE PROGRAM 


The executive branch has proposed an overseas territories development pro- 
gram for fiscal year 1954 which will require new obligational authority of $25 
million. This will be supplemented by the use of funds provided for under the 
basic materials program which is being presented separately. This makes pos- 
sible a single program with three related approaches for making an effective 
United States contribution to meeting the needs of the dependent overseas terri- 
tories of the Buropean NATO countries for rapid, substantial and balanced 
development in their political, economic and social life. The three aspects of 
the program are: 

1. Technical assistance.—Technical assistance will make available to the ter- 
ritories the specialized skills and the scientific knowledge which is essential to 
the solution of problems basic to the welfare of the native peoples in health, 
housing, sanitation and agriculture. Technical assistance will also be available 
for resources development, for increasing private investment, for the improve- 
ment of administrative practices, for technological advancement and expanding 
productivity. These are essential elements creating a base for the economic and 
social growth of the native peoples, which will make possible and justify in- 
creased private investment in productive enterprises. The United States, which 
was so recently an underdeveloped country itself, has had to find solutions to 
many of the same problems, particularly in the field of agriculture and trans- 
port, that are now faced by these underdeveloped territories. Europe, which in 
some cases has not been faced with the same problems and which has developed 
over so much longer a period of time, has not developed as fully the techniques 
and skills necessary to the solutions of these problems. It is because of this 
unique contribution which the United States has to make that technical assistance 
is of vital importance in the development of these territories. There is, how- 
ever, another important reason why technical assistance is necessary. The terri- 
tories are so numerous and the area they cover so vast that even where Euro- 
pean techniques and skills are adequate, in many fields there are not sufficient 
European technicians available. ‘The required transfer of skills, techniques 
and knowledge will ordinarily be made by making available United States ex- 
perts to assist the local administrators in the territories and by furnishing the 
specialized equipment and materials essential to the effective conduct of the 
programs. 

2. General development.—The general development aspect of this program is 
closely related to technical assistance. It is the second tool to be used to achieve 
our objectives as expressed above and is the one which will be most effective in 
redirecting investment toward projects of high priority interest to the United 
States. While technical aid consists primarily in meeting the costs of making 
available the services of experts, general development requires a direct capital 
investment. The United States contribution will ordinarily be less than half and 
frequently far less than half; its availability will make possible the early carry- 
ing out of projects which might not otherwise be undertaken and will induce 
substantial investment by the metropole and the territory. Financial assistance 
for development will generally be made available for essential projects which 
eontribute to the welfare of the native peoples and to the economic growth of 
the territories. The program will stress, among other things, land development 
with particular emphasis on utilization of water resources as means of increas- 
ing the supply of food for the local peoples, thus raising them above the sub- 
sistence level and improving the labor supply. Methods and techniques more 
adapted to the local problems in fields such as agriculture, housing, transporta- 
tion and health will be demonstrated in actual practice on a sufficient scale to 
show how their adoption would improve living standards and expand production. 
Assistance for these purposes, as well as in connection with the basic materials 
program described below, will be made available to meet both the direct dollar 
costs and a portion of the local currency costs of the projects. 

3. Basic materials development.—Funds from the basic materials development 
program will be available for the third aspect of this program; i. e., for financing 


*The $25 million is included in the fiscal year 1954 Mutual Security authorization 
request as follows: $1 million for dependent overseas territories in the Far East (sec. 543, 
proposed legislation) and $24 million for African dependent overseas territories (sec. 206, 
proposed legislation). 
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in the overseas territories a part of the cost of transport, power, port develop- 
ment, ete. It will increase the production of raw materials for the United States 
and countries receiving United States assistance and will assist in the establish- 
ment of conditions which will make private investment productive enterprises 
possible. Projects under this program will be related to technical assistance and 
general economic development, as a successful materials program depends on 
general economic and social progress and not just on capital investment in basic 
facilities. The overseas territories development fund and the basic materials 
fund will supplement each other and will in turn be supplemented in the total 
United States approach to territorial development by loans from the IBRD and 
the Eximbank. It is only through such a rounded approach to these territories 
that we can hope to maintain our relations with the peoples of the territories and 
the metropoles in such a fashion that we can be assured over the medium term 
of their continued cooperation in meeting our mutual needs. 


Il. WHAT WILL THE PROGRAM ACCOMPLISH ? 


The investment in men and money, required to meet the development needs of 
these territories from the standpoint of the aspirations of the peoples of the areas 
and from the standpoint of the potential contribution the areas could make to 
the free world, is extremely large. The resources available to the territories 
from their own revenues are totally inadequate to meet this requirement. The 
economic condition of the metropoles is such that they are not in a position ade- 
quately to supplement the resources of the territories. It is not the purpose of 
this program to attempt to fill this gap in resources. It is felt, however, that by 
the use of the minimum funds here proposed it will be possible to do much to meet 
the development requirements through assuring a better use of existing resources 
and where a choice of projects is necessary to influence the selection of those 
projects most necessary from the standpoint of United States objectives. 

Though the aid proposed for the territories is small when contrasted with the 
total annual investment of the European countries in their dependencies, it can 
mean an effective and essential participation by the United States in the develop- 
ment of these areas. The peoples of the territories, particularly in those areas 
now approaching self-government, look to the United States for assistance and 
technical guidance in their economic development, as well as to the metropoles. 
As a minimum, United States participation is necessary as a demonstration of 
our interest in their welfare. The objectives and priorities of the United States 
in the territories are not necessarily the same as those of the metropoles. 
Through our assistance program, we have the opportunity of influencing the 
territorial development pians so that they meet United States objectives as well 
as those of the territories and the metropoles. 

Technical assistance not only makes possible a transfer of United States experi- 
ence in meeting development problems, but places us in a position to show how 
the limited resources available can be more effectively used; on the other hand, 
this combined with an actual financial contribution will frequently induce suffi- 
cient additional investment by the metropole and the territories to make possible 
the carrying out of important projects not otherwise possible. In many cases, 
projects in which we are interested and which are high on our list of priorities 
will not be undertaken unless the United States is willing to make a financial 
contribution. As an outsider, we are in a position to promote regional develop- 
ment plans and modify the attitude of the metropoles and the native peoples 
toward the problems inherent in dependent status. A United States program 
makes it possible for us to work with the territories and the metropoles alike 
for an improvement in the health, and the living standards of the native peoples 
which is a prerequisite to general development and the increased production of 
materials which will be increasingly essential to the United States and Burope. 

The expansion of materials production in the territories, which this program 
furthers, should make possible within a few years substantial dollar savings to 
the European countries through increasing the availability of materials from non- 
dollar sources. At the same time the DOT exports of materials to dollar areas 
will undoubtedly increase and so enlarge the dollar receipts accruing to the 
Juropean monetary systems. The development of production in the territories 
of tropical timber, oil seeds, manganese, and tungsten will assist materially in 
lessening the dependence of the free world on imports of these commodities from 
the Soviet bloc and thus aid in achievement of an important objective of United 
States economic defense policy. 
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Ill, THE PROBLEM OF THE DOTS AND THE INTEREST OF THE UNITED STATES 


The immediate interest of the United States in the dependent overseas terri- 
tories has been determined by the current world situation in which raw material 
production has failed to keep pace with expanding industrial requirements. The 
overseas territories are already among the most important producers of mate- 
rials in the free world and offer the most substantial promise of expanded output. 
Africa is practically the sole source of supply for such vital items as industrial 
diamonds, columbite, and cobalt, and in addition is an important exporter of 
uranium, chrome, nanganese, copper, tin, asbestos, graphite, palm oil, and sisal 
‘The continued production of these materials depends not alone on direct capital 
investment in the producing enterprises but on creating the economic structure 
within which economic growth is possible. 

‘The territories are deficient in this indispensable economic structure. They 
lack the basic transportation, power, and other facilities necessary to sustain 
and increase productivity. They suffer generally from a shortage of labor and 
they lack adequate technicians and skilled workers, food supplies, public health 
and training facilities, water supply, etc. In many cases intensive surveys and 
exploration are still necessary as are detailed studies of the most economic means 
of solving. their transport, power, and agriculture problems. 

‘The dependencies are not only making a contribution to the defense effort in 
supplying Europe and America with materials, but they are providing strategic 
bases in Africa and the islands of southeast Asia. The area of Africa, south of 
the Sahara, is an important buttress to North Africa and the maintenance of our 
position in the eastern Mediterranean. Malaya, quite aside from its rich re- 
sources in rubber and tin, is the most readily defensible area in southeast Asia 
in the event of a further deterioration of the situation in Indochina, in which 
event it might be deemed essential that financial assistance be made available 
for road construction in northern Malaya for defense purpose as well as for 
economic development. 

Europe and the United States are faced with the need of increasing the pro- 
duction of raw materials in the underdeveloped areas of the world to meet 
industrial requirements either in peace or for war and they are under the 
military necessity of maintaining their strategic bases in these same areas. 
This cannot be done without the cooperation of the native peoples. The day is 
long since past when the native could be persuaded or forced to labor in an 
enterprise which bore little or no relation to his own needs and aspirations. 
He is becoming vocal, has developed a political consciousness, and is demanding 
a place in the sun. The political crises in Kenya, Moroceo, and Tunisia are 
examples of the problem to which a solution must be found while the Gold Coast 
and Nigeria are examples of steps being taken to solve such problems. Eco- 
nomic stresses in part create and in part aggravate political tensions and coop- 
erative economic measures can moderate their intensity. 

It has been the policy of the United States through its assistance programs 
for the DOT’S to encourage such cooperative measures as will make possible 
the political stability in these areas which is so essential to our national 
objectives and interests. This political stability depends in a large measure 
on our assisting in creating an environment in which the native peoples 
will feel that their aspirations can best be served by associating and cooperating 
with the nations of the free world. 


APPENDIX—BritF SUMMARIES OF SELECTED ILLUSTRATIVE PROJECTS FOR FiIsca. 
YEAR 1954 


A. SELECTED ILLUSTRATIVE TECHNICAL ASSISTANCE PROJECTS FOR FISCAL YEAR 1954 


1. United Kingdon OT’s 

Private investment survey, Uganda.—Bstimated requests for United States 
assistance is $21,000. A team to establish opportunities for private capital 
investment, United States and foreign, in area. It would also be expected to 
result in decisions on fields in which such investment is possible, recommenda- 
tions on Government action necessary to improve climate for such investment 
and recommendation on specific steps to reach potential investors. 

Aerial survey of part of Volta River Basin, Gold Coast.—Estimated request 
for United States assistance is $45,000. TA grant to cover cost of a survey in 
connection with the proposed hydroelectric scheme for production of aluminum. 

United States coal expert to advise on expansion of coal production, southern 
Rhodesia.—Estimated request for United States assistance is $8,000. A United 
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States coal expert to advise on the expansion of coal production in the Wankie 
coal fields and the advisability of granting a basic materials loan for the accelera- 
tion of the current development program. 

Coordination of development planning, southern Rhodesia.—Estimated re- 
quest for United States assistance is $2,500. A Rhodesian Government agrono- 
mist, reclamation specialist, and agricultural specialist to study in the United 
States the general problem of coordinating development planning in preparation 
for the Government Sabi Valley plan. 

Technical requirements for hydroelectric project, southern Rhodesia.—BEsti- 
mated request for United States assistance is $50,000. A United States firm or 
team for advising on the technical requirements to complete a hydroelectric 
project in the Kariba Gorge on the Zambezi River. 

Subtotal, $126,500. 


2. French OT’s 


Survey, exploration, and prospecting for tin, columbium, and wolfram, French 
West Africa.—Estimated request for United States assistance is $300,000. Ex- 
ploration, prospecting, and development of over 75,000 square kilometers in 
FWA for tin, columbium, and wolfram. TA needs are for aerial photography, 
combined with geological and prospecting team. This would establish mineral- 
ized areas and open way for private investment in production facilities. 

Animal husbandry and agricultural development, Lake Chad area, French 
Equatorial Africa.—Estimated request for United States assistance is $85,000. 
Area has great apparent potential as food source for badly underfed native 
peoples of the area. United States technicians could help in its development. 

Study of problems in organization and planning, French African territories.— 
Estimated request for United States assistance is $30,000. An undetermined 
number of small groups and individuals from the upper levels of the French 
Overseas Territories Administration to study specific problems in organization 
and planning in the United States. 

Subtotal, $415,000. 


8. Italian OT’s 
Shallow-well program for cattle industry, Somalia.—Estimated request for 


Tnited States assistance is $2,400. A ground-water specialist to visit the 
United States to learn latest techniques and use of equipment in developing 
shallow-well program for the cattle industry. This is one of the primary prob- 
lems facing this area and United States experience appears to be directly usable 
in solving it. 

Port survey, Somalia.—Estimated request for United States assistance is 
$8,000. An American port and harbor engineer to advise on the rehabilitation 
and development of port facilities. 

Plant insect and disease control, Somalia.—Estimated request for United States 
assistance is $6,000. A United States expert to advise on the specific plant insect 
and disease control as basis for extending agriculture in this area now primarily 
limited to pastoral pursuits, 

Private investment potentialities, Somalia—Estimated request for United 
States assistance is $6,000. A United States expert to survey private investment 
potentialities. Same objective as Uganda survey described above. 

Subtotal, $22,400. 


4. Portuguese OT’s 


Vocational training, Mozambique.—Estimated request for United States assist- 
ance is $125,000 (including demonstration equipment). This project will provide 
United States personnel to set up vocational training centers to train local 
teachers in machinery operation, repair and maintenance, simple toolmaking, 
and other crafts essential to the operation of ports, railroad and motor trans- 
port, utility, and industrial plants of the area. It will lay the basis for provision 
of needed local artisans and mechanics to support the planned economic de- 
velopment program of the Portuguese for Mozambique. This is of primary 
interest to United States since this area is an outlet for minerals production 
of the Rhodesias and its transport capacity controls possible expansion of 
production of cobalt, copper, chrome of that area. 

Railroads, Angola.—Estimated request for United States assistance is $8,000. 
This consists of three phases: (a) A railroad survey to report on the adequacy 
of railroad line to support increased production of manganese and other basic 
materials from central Angola to the Port of Luanda; (6) to advise on the pres- 
ent capacity of Mossamedes to Sa da Bandeira railroad line and proposed ex- 


33064—53——-71 





1118 MUTUAL SECURITY ACT EXTENSION 


tension to northern Rhodesia; (c) to justify recommendation for any proposed 
American loan for improvement of the Benguela railroad. 

Private investment study, Angola.—Estimated request for United States as- 
sistance is $25,000. A team of experts to study institutional factors which 
inhibit private investment, availability of private Portuguese territorial and 
foreign capital for mvestment, opportunities for investment and means of stimu- 
lating flow of private capital into productive enterprises. 

Productivity, Mozambique and Angola.—Estimated request for United States 
assistance is $30,000. A team of three composed of a mining engineer, agricul- 
tural economist and an industrial engineer, to be employed for 1 year to advise 
the governments and members of the industries concerned on ways and means 
of increasing production of strategic and other basic materials, including food 
in short supply in Africa, the metropole and Europe. 

Expansion of harbor, dock, and port storage facilities, Angola—Hstimated 
request for United States assistance is $18,000. Two United States experts to 
advise the Angolan authorities on planning for expansion of harbor, dock, and 
port storage facilities in Mossamedes Harbor. 

Food crop investment, Mozambique.—Estimated request for United States 
assistance is $18,000. Two United States experts to advise Mozambique agri- 
cultural authorities on the improvement of current crops and introduction of 
new crops. 

Urban public utilities, Mozambique.—Estimated request for United States as- 
sistance is $10,200. Two United States experts to advise on power and water 
shortages resulting from outgrown facilities in several of the Mozambique ports. 

Iron ore survey, Goa.—Estimated request for United States assistance is 
$36,000 (including aerial surveys and related equipment and supplies). A 
United States firm or survey team to determine the extent and quality of the 
iron ore reserves in Goa. Iron from Goa already being shipped to Japan but 
possibility of considerable expansion. 

Manganese and bausrite survey, Goa.—Estimated request for United States 
assistance is $50,000. A United States firm or geological survey team to deter- 
mine more generally the prospects for developing the mining of manganese and 
bauxite in Goa. This is a companion survey to the iron ore survey, except it 
does include an aerial survey and will not concentrate on existing reserves. 

Subtotal, $320,200. 


5. Belgian OT’s 

Fertilizer study, Congo.—Estimated request for United States assistance is 
$3,000. The objectives are to determine by laboratory methods, pot experi- 
ments, ete. (and at an early date by field tests) the kinds, quantities, and com- 
binations of plant nutrients that must be added to various soil types for differ- 
ent plants, mostly annual food crops, to obtain optimum results. It is believed 
that methods recently developed in America for measuring the effects of known 
and controlled plant nutrients upon plant growth are more efficient and effective 
than those in use in other parts of the world; hence American technicians are 
needed for this project. 

Agriculture production statistics study, Congo.—Estimated requests for United 
States assistance is $1,000. An extensive and diversified program of agricultural 
research is under way at Yangambi (Beltsville of the Congo) and at the several 
regional research stations in the Congo. Some research studies have been in 
progress for a number of years. A large amount of data has been and is being 
accumulated. The valid results of research need to be made available quickly 
for use in practical agricultural production. No doubt most of the experiments 
have been well planned and designed. In general, internationally accepted 
practices and procedures are followed. Nevertheless, some special counseling and 
advising is needed in order to ensure that experiments are being designed in 
the best way. But the primary and most urgent reason for this project is to 
provide technical “know how” in the evaluation, analysis, validation, and pre- 
sentation of conclusions, of experimental data in the most efficient and economical 
manner. Americans have made remarkable progress in this field in recent 
years. 

Transport survey, Congo.—Estimated request for United States assistance is 
$50,000. United States technical aid requested in developing detailed planning 
for construction of 12,000 kilometers of arterial highways, one of the basic require- 
ments for an expanding economy. 

Vocational agricultural training programs, Congo.—Estimated request for 
United States assistance is $15,000. Agricultural progress in the Congo is depend- 
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ent in a large measure on down-to-earth, realistic, practical education. This 
statement cannot be overemphasized. The purposes of this project are to pro- 
vide 2 American specialists, 1 man and 1 woman (1) to study the educational 
needs of the natives in a few selected, representative regions in the Congo; 
(2) to recommend a system of practical training to meet those needs; and (3) 
to suggest practical means and methods of implementing the suggestions and 
recommendations. 

Agricultural economics, Congo.—Estimated request for United States assistance 
is $7,500. The sound, future development of Congo agriculture requires a staff 
of professional workers specialized in the science of agricultural economics. In 
this project it is proposed (1) to send a carefully selected Belgian agronomist 
to the United States, for a minimum period of 9 months, to study in a recognized 
school of agricultural economics, preferably Cornell, and thereafter, (2) to 
bring*a prominent American agricultural economist to the Belgian Congo for a 
minimum period of 3 months to advise the returned Belgian in outlining and 
beginning a program of research in appropriate sectors of the field agricultural 
economics. 

Public administration, Congo.—Estimated request for United States assistance 
is $50,000. Special administrative courses for undetermined number of young 
Congo civil servants to study at a United States school of business in the field 
of public administration. 

Sewage and drainage, Congo.—Estimated request for United States assistance 
is $30,000. Three American technicians to advise Congo administration on 
sewage and drainage problems in the five expanding native cities of the Congo. 


Subtotal, $156,500. 


Total estimated United States technical services costs, illustrative 
TA projects_____- 


Estimated demonstration equipment costs__-—- bei ; = 500, 000 


.... 71,540, 600 

1In addition to these illustrative technical assistance projects tentative estimates of 

$200,000 to $400,000 have been made to support regional economic cooperation in the 

overseas territories by assistance to certain projects of the OKEC’s Overseas Territories 

Committee and those operations of such regional and intergovernmental bodies as the 

Commission for Technical Cooperation in Africa. Aid to these organizations will be for 
specific projects which promote fuller inter-African cooperation. 


Illustrative regional projects in the DOTS which would be eligible for MSA 
financing are: 

(a) Regional public health arrangements to permit French and British medical 
officers to work in each other’s territories in West Africa on the control of 
sleeping sickness. 

(6) Institutional support for operating common supplies of vaccines which 
would be available to any dependent territory without customs or other 
restrictions. 

(c) Establishment and/or support of common research centers on cattle 
disease, soils analysis, native housing and health, etc. 

In addition, certain experimental projects which would aid in the dissemina- 
tion of basic agricultural techniques to native farmers are in the process of 
project submissions. 


B. SELECTED ILLUSTRATIVE OVERSEAS TERRITORIES DEVELOPMENT PROJECTS FOR 
FISCAL 1954 


1. United Kingdom overseas territories 


Revue hydroelectric and irrigation scheme, Tanganyika.—Tanganyika is a 
major producer of gold and diamonds and is an important producer of mica and 
lead concentrates. The plantations of this territory also account for a major 
part of the African sisal crop, which supplies 50 percent of United States imports. 
Two companies, whose equipment has a capacity of about 30,000 kilowatts, now 
produce electricity for the development of Tanganyika and for the sisal region. 
These facilities also supply power at the Kenya port of Mombasa. If the output 
of minerals and fibers is to be increased in the territory other new sources of 
hydroelectric power, such as this, will be needed. At this stage a rough estimate 
of the total cost of the project in dollar equivalents is $10 million. Estimated 
request for United States assistance is $4.2 million. 

Road improvement, British African territories.—Because of the improvement 
of truck-road facilities necessary to expand materials production and general 
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economic development, contribution to such efforts would be made only after sur- 
veys by MSA or independent experts showed that they were high-priority items 
and economically justifiable. The road-development problem as related to devel- 
opment in these areas is comparable to the one the United States faced and solved 
with its farm-to-market road program in the early part of this century. Its solu- 
tion is essential to continued expanded development. For road-improvement 
projects, MSA would contribute not more than 50 percent of the cost of any 
project. Estimated request for United States assistance is $8.4 million. 

Development of water resources, British East Africa and the Rhodesias.—The 
lack of adequate water supply is seriously impeding general economic develop- 
ment and materials production in many of the British African territories, partic- 
ularly British East Africa and the Rhodesias. One example may be cited: The 
expansion of facilities at the port of Mombasa, essential to the production in the 
Kilembe area in Uganda, wil] not be effective unless an adequate water supply is 
made available to the Mombasa town area so that the population and working 
force can be expanded. Another and perhaps more important example is the 
Kikuyu tribe of Kenya. It has doubled in number in the past 30 years and there 
is inadequate arable land to support this primarily agricultural people. The 
political problem of Mau Mau now faced with these people can probably never be 
solved until adequate steps are taken to solve the land problem. Land is avail- 
able in the area, some even arable without irrigation, but can only be settled after 
adequate year-round sources of water are developed. Contributions to such proj- 
ects will be made only after study by MSA or independent experts disclose that 
the projects in question are of a high priority nature and economically justifiable. 
To such projects MSA would not contribute more than 50 percent of the total cost. 
Estimated request for United States assistance is $8.4 million. 

Subtotal, $21 million. 

2. French overseas territories 

Development of river valleys and pasturelands French Equatorial Africa.— 
This project is for the development of river valleys and pasturelands in the 
Chad Basin of French Equatorial Africa to supply food for local consumption 
and for export to mining regions of central Africa. This project would require 
associated technical assistance described above and to it MSA would not con- 
tribute more than 50 percent of the total cost. Estimated request for United 
States assistance is $4 million. 

Agricultural development, French North Africa.—This project is for village 
level agricultural development throughout French North Africa and would re- 
quire associated technical assistance. The political problem of French North 
Africa is complicated by the serious economic problem posed by the large part 
of the native population living barely at the subsistence level. This problem has 
arisen in great part because of the rapid expansion in population over the past 
30 years, which has not been accompanied by a sufficiently rapid improvement 
in agricultural techniques and production. The French have already shown the 
possibility of substantial improvement in this field but do not have adequate 
money or technicians to move ahead as rapidly as the situation requires. Im- 
provement in this situation, while it would not solve the complicated political 
problem, would do much to eliminate a situation which has aggravated it. The 
United States contribution would not be in excess of 50 percent of the total 
cost of the project. Estimated request for United States assistance is $10 million. 

Subtotal, $14 million, 


8. Italian overseas territories 


Tuna fishing, Somalia.—The FAO has undertaken a study of the fishing indus- 
try in Somalia and upon the completion of that study it is expected that data will 
be available which will make it possible to develop a fishing industry to supply 
the needs of the people in Somalia and provide fish for export to the Middle East. 
In this event MSA would participate by meeting a part of the costs for refrigera- 
tion plants at Alula, Candula, and Bender Cassin and for the rehabilitation of 
docks at those ports and for two tuna fishing boats. The MSA contribution 
would be by way of meeting the foreign exchange costs of the project and the 
estimated request for United States assistance is $825,000. 

Agricultural development, Somalia.—A project for native village agricultural 
development to include water supply, agricultural machinery, extension services 
to improve agricultural production and health. This project would require 


associated technical assistance and the estimated request for United States as- 
sistance is $450,000. 


Subtotal $1,275,000. 
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4. Portuguese overseas territories 

Limpopo River development, Mozambique.—This land-reclamation scheme is 
connected with the building of the Pafuri rail link, since its main dam would 
also be used as a railroad bridge over the Limpopo River. The scheme would 
open new land for white and native settlers, improve the food supply for the 
port of Lourenco Marques and adjacent areas, improve agricultural efficiency 
and thus release native labor for other purposes and reduce the area’s depend- 
ence on imported food supplies. MSA would not contribute to this project more 
than 50 percent of the total cost. Estimated request for United States assistance 
is $8 million. 

Subtotal, $3 million. 


5. Belgian overseas territories 

Road construction, Belgian Congo and Ruanda-Urundi.—Construction of all- 
weather roads in Ruanda-Urundi to connect tin, columbite, tantalite, tungsten, 
and food-producing regions with existing transport systems of the Belgian Congo 
and Uganda. Contribution to such a project would be made only after surveys 
by MSA or independent experts showed that they were high-priority items and 
economically justifiable. The total cost of construction over a period of years in 
dollar equivalents is estimated to be $10 million and the estimated request for 
United States assistance is $5 million. 

Subtotal, $5 million. 

Total United States aid required in overseas territories development, $44.- 
275,000. 


C. SELECTED ILLUSTRATIVE BASIC MATERIALS PROJECTS FOR FISCAL YEAR 1954 


1. United Kingdom overseas territories 

Wankie Colliery, Southern Rhodesia.—This colliery in Southern Rhodesia is 
the source of the only good coal available in the whole region and is essential, 
not alone to the expanding development of Southern Rhodesia, but to the expan- 
sion of minerals production, particularly copper, cobalt, chrome, and asbestos in 
the Copper Belt of Northern Rhodesia and the Belgian Congo, and in Southern 
Rhodesia itself. Expansion plans for mineral development are already handi- 
capped, because the production and delivery of this coal has not kept pace with 
the expansion of facilities. This colliery has already expanded its facilities once, 
with funds secured from the London money market. Part of the expansion here 
mentioned will be financed from the same source, but that source cannot make 
available the total funds for this vitally needed expansion. The total dollar 
equivalent cost of this project is estimated at $25 million, and the estimated re- 
quest for fiscal 1954 is $7 million. 

Sinoia-Kafue Cutoff, Northern Rhodesia.—The expansion of minerals produc- 
tion in the copper belt, particularly copper and cobalt, is hampered—not alone by 
suitable energy sources at reasonable cost—but also by the unavailability of 
transport to bring in equipment and supplies and to take out production. The 
normal route for the Northern Rhodesia part of this area, and in part for the 
Congo portion, is over the Rhodesian Railways and then the Mozambique Rail- 
ways to ports in that latter territory, primarily Lourenco Marques and Beira. 
The Knappen-Tippetts-Abbett survey for a more direct connection of the Rho- 
desian Railways to the port of Lourenco Marques recommended that the Pafuri 
link be constructed immediately and also recommended that the later Rhodesian 
Railways should be linked by another connection to the port of Beira, this being 
the Sinoia-Kafue Cutoff. The first, the Pafuri Cutoff, is now under construction, 
being financed by loans from the Eximbank and the IBRD. This Sinoia-Kafue 
Cutoff was the second one recommended, and it is expected that work will begin 
in fiscal year 1954. It will shorten the haul from the port of Beira to the 
copper-belt region by approximately 500 miles, and thus not only improve 
transport for that area, but by making possible a more efficient use of existing 
equipment, help to relieve the general transport shortage in the haul area. 
The estimated request for United States assistance in fiscal 1954 is $5,600,000. 

Kafue hydroelectric scheme, Northern Rhodesia.—The general shortage of 
energy sources at reasonable cost, continues to impede expanded mineral develop- 
ment in the copper-belt area. The proposed further expansion of production of 
coal at Wankie Collieries described above, will help to meet this problem, but 
only in part. It is proposed to construct a hydroelectric station at Kafue, as a 
further contribution to a solution of this energy problem. However, no United 
States contribution would be made to such a scheme, except after assurance, 
probably on the basis of a general energy survey of the region, that it was the 
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most appropriate next step in solving the problem. This would require a review 
of other hydroelectric developments, such as the Kariba Gorge project, to prop- 
erly assess the priority amongst the projects, and relate them to each other and 
the general preblem. Estimated total cost in dollar equivalent is $85 million 
and the estimated request for United States assistance in fiscal 1954 is $5,600,000. 

Rehabilitation of Lake Victoria ports, British East Africa.—Lake Victoria is a 
navigable east-central African lake that is surrounded by three British terri- 
tories: Uganda, Kenya, and Tanganyika. It is of great importance to these 
countries and to the whole central African region because the railroads of the 
area are connected across the lake by steamer traffic. The increasing output 
of the mines of this whole area plus that of Ruanda-Urundi travels across the 
lake to railroads connecting with the east African ports on the Indian Ocean. 
The facilities on Lake Victoria are inadequate to handle the increasing traffic 
in copper, tin, columbite-tantalite, tungsten, and other metals. This dollar sum 
is to aid in the development of such lake ports as Bukakata and Katebo in 
Uganda and Bukoba in Tanganyika. The estimated request for United States 
assistance in fiscal 1954 is $4,200,000. 

Subtotal, $22,400,000. 

2. French overseas territories 

Bauzite production, French West Africa.—A plan is being developed for the 
further expansion of bauxite production in French West Africa, where produc- 
tion began in the calendar year on an island lying off the coast, from which ship- 
ments have already started to Canada. The possibility exists of a substantial 
increase in such production and export, but it will require exploration and the 
provision of transport and power facilities. It is expected that some limited 
financing for such a program will be requested in fiscal year 1954; this request 
is estimated at $2 million, which will be utilized for engineering studies only. 

Manganese deposits, French Equatorial Africa.—Manganese deposits of some 
importance have been discovered in French Equatorial Africa, but their develop- 
ment on a scale important enough to meet any substantial port of freed world 
needs depends upon the provision of adequate transport. It is expected that 
financing may be required for the provision of such transport facilities beginning 
in fiscal year 1954. The estimated request for United States assistance in fiscal 
1954 is $2 million, which will probably be utilized for engineering studies only. 

Port of Nemours, French North Africa.—The port of Nemours, which is one 
of the ports through which are exported lead, zinc, and phosphates produced in 
north Africa, is inadequate and is hampering the export of these materials. In 
fiscal year 1953 there is being considered a loan to be used to finance a portion 
of the cost of expansion of the facilities of this port. The total dollar equivalent 
cost of this project is estimated to be in excess of $10 million and the estimated 
request for United States assistance in fiscal 1954 is $2 million. 

Rice production, Madagascar.—This project is for the development of planta- 
tion and native rice production for consumption and export in an area which is 
one of the largest producers outside of southeast Asia and which has a high 
potential production. Madagascar is already producing substantial quanti- 
ties of rice and is a net exporter. This proposal is part of a major development 
scheme involving improvement of rice strains, improvement of production tech- 
niques, reclamation, irrigation, and transport. The French do not have avail- 
able adequate technicians or money to complete this development. The total 
dollar equivalent cost of this project is estimated to be $10 million and the 
estimated request for United States assistance for fiseal 1954 is $4 million, 

Subtotal, $10 million. 


8. Portuguese overseas territories 


Loans for basic materials, development, Angola, Mozambique, and Goa,—Con- 
sistent with MSA’s program to stimulate private investment and to promote the 
earliest possible development of known deposits of strategic minerals, the estab- 
lishment of a minerals bank is proposed. Such a bank could operate as a sepa- 
rate agency, or as a department of existing banks, but under special policies 
aimed at the ready processing of sound loans to private operators. The 6-year 
plan contemplates such activity and provides for funds. The total cost of estab- 
lishing the proposed banks in dollar equivalents is estimated to be $7 million 
and the estimated request for United States assistance in fiscal 1954 is $3 million. 

Subtotal, $3 million. 

Total United States aid required in basic materials projects, $35,400,000. 

Grand total, $80,715,600. 
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PRODUCTIVITY AND TECHNICAL ASSISTANCE—LEUROPE 
INTRODUCTION 


One of the principal objectives of Mutual Security policy is to raise level 
of Western European production. Production holds the key to Western Europe’s 
strength. An increase in production is required if the present short-run defense 
goals are to be met; even more important is the need for a long-term production 
buildup. While Western European output is increasing in absolute terms, it is 
not holding its own in the rate of increase relative to the other large producing 
areas of the world. Western Europe’s economy has been relatively static. To 
set in motion the forces for a continuously expanding economy in Western 
Kurope is a prime objective of the United States. 

The use which the Europeans make of their basic production facilities is, 
by United States standards, inefficient. At fault, on the technological side, is the 
Luropean preoccupation with pure research and engineering to the exclusion of 
what in the United States has become known as production know-how; on the 
economic side, a tradition of servicing narrow markets through low-volume, high- 
price production, the prevalence of restrictive trade practices by industry, and 
by organized labor a strong trade union tradition to concentrate on political 
action for economic betterment. The result is a far lower output per man-hour 
than European industry and agriculture should be able to achieve. Our aim is 
to assist and further encourage that by now large element among European 
manufacturers, farmers, and free trade union leaders, which recognizes the need 
for change, i. e., the need for streamlining operations, for production at lower 
costs, Sales at lower prices, and the need to create incentives for workers to 
raise their productivity and develop a stake in the free-enterprise system. 


ACCOMPLISHMENTS TO DATE 


In the 4 years since the beginning of this program: 

Several thousand Europeans have been brought to the United States for study 
and observation on productivity and technical assistance missions. 

Some 1,000 United States engineers, technicians, agriculturalists, and indus- 
trial production men have gone to Western Europe on specific technical-assistance 
assignments. 

Some 2,000 specific questions bearing on matters of production know-how, 
available only in the United States, have been answered through a question-and- 
answer service sponsored by the OEEC and financed by MSA. 

Several thousand demonstrations of superior industrial, marketing, and agri 
cultural techniques and systems have been set up in Europe. Some 6 to 8 million 
Europeans have seen and studied several thousand United States technical films 
under a service sponsored by the OEEC with financial help from MSA. 

During the same period of time: 

The word “productivity,” virtually unknown 4 years ago, has become a house- 
hold word in Europe and its meaning is understood and is beginning to be 
appreciated. 

The concept of an expanding economy through increased productivity has been 
received enthusiastically by the European press, and the public at large, and 
has been taken up and formally endorsed by political parties in Austria and 
France. 

THE PLACE OF THE 115 (K) AGREEMENTS IN THE PROGRAM 


Under the provisions of section 115 (k) of the Economic Cooperation Act of 
1948, as amended by Mutual Security Act of 1952, the Congress directed the 
Mutual Security Agency to insure to the maximum extent practicable that 90 
percent of the counterpart arising from $100 million of defense support aid be 
used by the participating countries in support of the productivity program 
objectives. By May 14, 19583, MSA had completed negotiations with five coun- 
tries—the United Kingdom, the Netherlands, Denmark, Germany, and Norway. 
Agreements with the latter two countries, however, had not vet been formalized. 
Agreements are expected with the other six eligible countries before June 30— 
Austria, Belgium, France, Greece, Italy, and Turkey. 

Under this program, the major means employed to achieve higher productivity 


will be: 
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(a) The establishment of special revolving loan funds for the purpose of grant- 
ing medium term credits at reasonable rates to small- and medium-sized enter- 
prises which are willing to improve their plant operations, and which will share 
the benefits of the resulting higher profits with consumers through lower prices, 
and with workers through higher wages. 

(b) The establishment of certain grant funds for training and education of 
managers, technicians, and free trade union officials, and 

(c) National grants to a Duropean productivity agency under the auspices of 
the OEEC. 

The program being developed under the agreements cover industry, marketing, 
and distribution, trade practices, labor training, processing and marketing of 
agricultural produce, and the manufacture of agricultural supplies. 

No additional funds, either dollars or counterpart are being requested for 
this program for fiscal year 1954. If properly administered, the country programs 
under these agreements can be of material assistance in European efforts to in- 
erease productivity and to strengthen the European economy generally. MSA 
plans to proceed effectively to carry out the United States commitments and 
responsibilities under these agreements, including the provision of American 
technical assistance where needed. 

Continuation of the present United States legislative authority under which 
these agreements are being completed will (a) assure the participating countries 
that the United States considers the reduction of business rigidities of vital im- 
portance in strengthening Western Europe, and (b) assure rapid progress toward 
achieving competitive economy objectives and increased productivity. 


NATIONAL AND INTERNATIONAL PRODUCTIVITY AGENCIES 


The OEEC authorized the establishment of a European productivity agency 
effective May 1, 1953. Although the organization is not yet formally in operation, 
it is planned to select one of Europe’s top business executives to direct the agency, 
and to staff it with a comparatively small but technically superior staff. MSA 
is exploring the possibility of transferring part of its productivity and technical 
assistance responsibilities to this new agency, but it is recognized that it will be 
some time before the new staff is prepared to assume these responsibilities. 


National productivity centers have been built up in most countries. They 
form the basis for permanent industrial productivity programs. The active 


assistance of a few Americans in each country, however, continues to be neces- 
sary. 


DOLLAR-SUPPORTED TECHNICAL ASSISTANCE 


United States technical assistance for industrial production in support of 
offshore procurement will increase substantially in the next fiscal year. Tech- 
nical assistance for basic and consumer industries, labor training, and agricul- 
ture will be reduced. Technical assistance for industrial and resources develop- 
ment in a few countries in Burope will be initiated. Productivity and tech- 
nical assistance support may be furnished in Belgium, The Netherlands, Portugal, 
Iceland, Norway, and Denmark, regardless of whether other defense support 
aid is supplied. This will permit continuation of military production technical 
assistance projects, which are now in existence or planned in each of these six 
ecounries. Such continued technical assistance support will also provide Amer- 
ican technical know-how on major industrial, labor, and agricultural projects 
in which large amounts of 90 percent counterpart and private funds are now 
being used but which can be helped substantially by American know-how. Ef- 
fective July 1, 1953, MSA plans to make mission chiefs responsible for determin- 
ing whether the deposit of counterpart is to be required or waived on each 
technical. assistance project. The mission chief will make this on-the-spot 
decision, taking into consideration several basic factors including: (1) the 
value of the proposed project to the American mutual security objectives in the 
country; (2) the direct benefits to the enterprises or individuals concerned; 
(3) the ability of the government or the participants to pay; (4) the amounts of 


local financial support exclusive of counterpart being provided to support the 
project. 
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USE OF 10 PERCENT COUNTERPART 


Increased amounts of 10 percent counterpart will be used for extensive pro- 
ductivity demonstration programs under the “and operating” clause of section 
115 (b) 6 of the Economic Cooperation Act. Of a total of $11 million equivalent 
of 10 percent counterpart proposed to be used in fiscal year 1954 for the pro- 
ductivity and technical assistance program, an estimated $5 million equivalent 
will be used for demonstrations, the largest portion of which is for food and 
agriculture demonstrations. By such effort it will be possible to achieve large- 
scale production \improvement results which otherwise would require a decade 
or longer. 


EUROPEAN COOPERATIVE BANK 
Purposes 

As part of its effort to increase the efficiency of distribution and production in 
Western Europe, MSA proposes to explore the advisability of assisting the Eu- 
ropean cooperative movement by helping to establish a European Cooperative 
Bank. The purpose of such a bank would be to provide European cooperatives 
with reasonable credit to expand and modernize operations and thus enable them 
to exert greater pressure in promoting low-cost production and distribution 
in the very large areas of the European economy which they serve. 

Corollary benefits of such a bank would be to increase the flow of goods and 
services between European countries through increased cooperation between na- 
tional cooperatives, and to promote the intra-European flow of capital by ex- 
tending credits raised in one country to cooperatives in another country. The 
proposal has the full endorsement of, and is in fact partly sponsored by, the 
United States League of Consumer Cooperatives. MSA’s proposed contribution 
will provide an initial stimulus to a new intra-European institution of great 
promise. 


Proposed use of MSA funds 

Organization exrpenses.—In view of the importance of these objectives, MSA 
proposes to use up to $100,000 of local currency to assist the cooperatives in 
meeting the detailed planning, organization and incorporation expenses necessary 
to establish a cooperative bank in Europe with branches or affiliates doing busi- 
ness in European countries participating in the Mutual Security Program. Any 
funds made available by MSA would at least be matched by contributions of 
European and United States cooperatives, which have already expended about 
$25,000 (exclusive of salaries) in preliminary meetings. 

MSA investment in capital of proposed European Cooperative Bank.—Repre- 
sentatives of the European and United States cooperatives have requested MSA 
to invest up to $5 million in the capital of the proposed bank—an amount which 
would again at least be matched by contributions of the cooperatives. Since the 
bank will operate on a multilateral basis and will contribute in some measure to 
liberalized trade and capital flow in Europe, MSA would plan to make this 
investment of 10 percent counterpart funds or by a transfer of funds under sec- 
tion-111 (d) of the Economic Cooperation Act of 1948, as amended. The terms 
on which such an investment might be made have not yet been determined, but 
depending on developments in the organization stage, the investment might take 
the form of grant, nonvoting equity, or long-term loan. 
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Ch. IT. Mutual defense financing—Productivity and technical-assistance program 
for Europe 


Actual, Estimated, Requested, 
Technical assistance fiscal year fiscal year fiscal year 
1952 | 1953 1954 


A. Dollar requirements: | 

Type A, Europeans to United States $7, 336, 044 $5, 200, 000 $4, 600, 001 
Work-study training program oii j 1 959, 413 | 600, 000 600, 000 
Type B, American experts to Europe 2, 110, 542 700, 000 2, 800, 000 
Type E, United States materials and services. __ 2, 439, 753 050, 000 | 980, 000 
Operations costs in United States , 403, 295 550, 000 | 1, 750, 000 
Onerations costs overseas = 2, 040, 038 200. 000 1, 550, 000 
OEEC productivity agency 500, 000 |.. 

Scientific and technica] training 200, 000 
Italian resources development sired ny eshaen — 850, 000 


NNNNNtY 


Total obligations A 17, 289, 085 20, 850, 000 | 2, 280, 000 
Credits from deobligations prior year funds —2, 439, 085 —3, 750, 000 | —2, 280, 000 


Total, new dollar requirements : 14, 850, 000 17. 100, 000 10, 000, 000 


B. 10-percent counterpart (in dollar equivalents): 
Demonstration projects in my e ” . . “ ne 3, 000, 000 5, 200, 000 
Productivity films and exhibits in Europe. : 800, 000 2, 000, 000 2, 000, 000 
Productivity staff in Barevs (excluding Greece) __- 1, 300, 000 2, 800, 000 | . 700, 000 
Greek mission TA staff 3 stiecsb suai (2) , 800, 000 1, 100, 000 





Total, European currency requirements (dollar 
equivalents) ___ -- ‘ 2, 100, 000 9, 600, , 000 UU, 000, 000 


Grand total sso dials ; 16, 950,000 | 26, 700, 000 21, 000, 000 


1 Includes $559,413 deobligated in fiscal year 1953. 
2 These costs, estimated at $1.4 million were paid from 90-percent counterpart funds in fiscal year 1952. 


Mr. Javits. I would like to ask a question: 

By what standard of judgment is it determined that this money for 
this ty pe of development should come from the United States instead 
of coming from either other international sources, or from the na- 
tional treasuries of the countries whose dependent overseas territories 
these are? 

What is the criteria which has been established to determine. when 
it should go in our program and when it should not? 

Mr. FrrzGeratp. Mr. Chairman, first of all it is anticipated and 
contemplated that there will be investments in all these overseas de- 
velopment projects by the meteropoles of the countries concerned, or 
by private capital in the metropoles. 

The difficulty is that there is not sufficient capital in the metropoles 
to meet the requirements for investments in the projects here enumer- 
ated as well as other projects which the metropoles and the overseas 
territories themselves consider to be of the first importance. 

We have selected from a very large list of possible development 
activities in the overseas territories, those which from the point of 
view of the United States are the most urgently needed. Those which 
contribute to the basic economic development of the African terri- 
tories. Those which contribute transportation or power to the pro- 
duction of raw materials which the free world needs and needs badly ; 
those which, if we were not able to interest metropoles in helping in 
the contributions, would likely have a lower place on the metropole 
lists and not get done. These are the ones we feel should be done in 
the United States interests. 

They are usually the ones that will help the overseas territories and 
therefore the metropoles to earn dollars; they are the ones in terri- 
tories where raw materials, not just lead and zinc which are in sur- 





MUTUAL SECURITY ACT EXTENSION 1127 


plus at the present time, but cobalt, radium in the Belgian Congo, for 
example, and other products and raw materials are involved and are 
urgently needed in the United States. 

It is to induce further production in these lines of development 
that we have recommended to the committee this $25 million of funds 
for the overseas territories. 

Mr. Javirs. Is there a time within which you require such projects 
to be producing as part of your criteria ? 

In other words, if the project is going to be producing beyond the 
criteria year, it has to be omitted. Is there any such criteria? 

Mr. FrrzGrrarp. We have selected only those projects which in our 
opinion—and of course it is a personal judgment—are those which 
should be started in fiscal year 1954 if they are to mature at the time 
the production from them appears likely to be needed by the United 
States or other countries in the free world. 

Mr. Javirs. You spoke of 1962. Do you call that such a year? 

Mr. FrrzGerrap. In some instances, sir, it takes 5 years. 

Mr. Javrrs. I wasn’t so much worried about how long it takes, but 
will it do our country any good in connection with this program? Do 
we consider that we need it and it contributes to our security if it is 
yoing to be there in 1962 ¢ 

Mr. FrrzGeraup. Very definitely in some instances we do, Mr. 
Chairman. 

Mr. Javirs. So you have no set cutoff date, at all, in your criteria? 

Mr. FrrzGeraup. Let me put it this way: We have not included 
in these projects any which would produce results which would have 
production which would not be necessary in our best judgment at the 
time the production came into being. 

Mr. Bentiey. We go out and build up these sources of supply of 
strategic materials abroad which we believe may be necessary to ma 

at some time in the future when demand has caught up with suppl 

Now at that time, assuming that the time will come, we will t pa 
be required to go out and purchase these things from the various pro- 
ducing countries at current world market prices? Is there some un- 
derstanding or arrangement whereby we can recoup some of our 
original investment at such a time that the purchase of these raw 
materials may be in our interests ? 

Mr. FrrzGeratp. On projects, sir, which directly relate to raw 
material production, we contemplate those types of arrangements 
which appear to be, at the time the arrangements are entered into, the 
most appropriate financial circumstances of the metropole and the 
overseas territory. 

Mr. Bentiey. I don’t understand that. I am sorry. 

Mr. FirzGeraxp. First of all, let me say this: Any project which 
will qualify for bank financing we will not underwrite. We will not 
finance it. 

I think it is very important that we are very clear on that point, and 
to relate that to the funds we are requesting for basic-materials de- 
velopment. The fact that these funds are available and can be made 
available in the event that no other source of financing can be tapped, 
that has in it a tendency to result in other sources of financing becom- 
ing available. 

Take for example the Pafuri Cutoff. Here is a map of Africa south 
of the Sahara. Here are the important copper and other mineral 
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areas of central Africa. Here is a line which cuts off hundreds of 
miles of railroad called the Pafuri Cutoff. It runs through southern 
Rhodesia and Mozambique. That project had been kicked around for 
years. A little more than a year ago, because we did have some funds 
available to finance in part this cutoff, we got both British and 
southern Rhodesians and the Portuguese to employ an engineering 
firm to develop it and they made a survey of that area and a specific 
engineering proposal. When it came in to us for financing—and it 
was about $28 million as I remember it—we referred that first of all 
to the International Bank and the Export-Import Bank. Because it 
had been carefully engineered, because it did seem possible for funds 
to be made available to finance that cutoff, we were able to get the 
Export-Import Bank to finance the Portuguese part of this cutoff, 
and the IBRD to finance the southern Rhodesia part of the cutoff. 

Though we had funds we could have used, since we induced them 
to have an engineering firm to make a project, they could get regular 
financing. 

Mr. Bentiry. Assuming it had been necessary for us to use our 
own money, then to what extent would we have come to an under- 
standing with the various recipients of our money whereby we might 
be in a position to recoup some of our original investment ? 

Mr. FrrzGrratp. We would have recommended, sir, to the National 
Advisory Counsel that we—MSA—make that money on a dollar-loan 
basis because it was a sound, loanable project and can be paid off in 
dollars and will be paid off in dollars. 

Mr. Benriey. Does that apply generally to these projects? 

Mr. FrrzGrravp. If there are projects in here which are dollar 
loanable but for one reason or another, neither the Export-Import 
Bank or the IBRD, or private capital will take them, we would pro- 
pose to make a dollar loan. We won’t want to give this money away 
when it isn’t necessary todo so. On this kind of thing, we don’t think 
it is necessary to do so. 

Mr. Javits. Do you have any experience in the fiscal year 1952-53 
where such projects have been financed with Mutual Security or TCA 
funds on a straight dollar-loan basis? 

Mr. FrrzGrratp. What fiscal years did you say ? 

Mr. Javirs. The current fiscal year. 

Mr. FrrzGeratp. The current fiscal year, no. In previous fiscal 
years, yes. : 

Mr. Javrrs. Now can we take this assurance as official that where- 
ever possible if these projects are to be financed, they will be done on 
a dollar-loan basis? Not counterpart, but a dollar loan? 

Mr. FrrzGrrawp. Yes, sir. If the Export-Import Bank and IBRD 
are not prepared to make a dollar loan on a dollar-loanable project, 
our proposal would be to make a dollar loan. 

Mr. Javits. Can you give us an estimate before we take this bill to 
the floor of how much of the money that is requested here for the 
dependent overseas territories and for the basic materials, how much 
of that you estimate will actually be on dollar loans? 

Mr. FrrzGrrarp. I would hope very little of it, sir, because I would 
hope that Export-Import Bank and IBRD would pick up all the good 
dollar loanable projects that we are able to generate. 

Mr. Javrrs. What would happen to the authorization ? 

Mr. FrrzGrratp. If it is not needed, it won’t be used. 
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This year we had $29 million of funds available for basic materials 
development and we will be spending not more than $5 million. 

Mr. Bentiey. The $14 million left will be listed as unobligated ? 

Mr. FrrzGrravp. That is right, unobligated, for basic materials. 
It was taken into account in the $354 million that the committee has 
been notified about that would reduce next year’s request. We won’t 
use it unless we have a good constructive use for it. 

Mr. Javits. You will submit for the record how much of this re- 
quest for authorization it is expected will be put out on loan if it is 
used at all? 

Mr. FrrzGeran. Yes, sir. 

(The information requested is as follows:) 


DottaR LOANS AND OTHER METHODS OF FINANCING CONTEMPLATED UNDER THE 
FriscAL YEAR 1954 Basic MATERIALS AND DEPENDENT OVERSEAS TERRITORIES 
PROGRAMS 


Dollar loans in fiscal year 1954 repayable in dollars would be the rare exception 
in connection with the $25 million appropriation requested for the dependent 
overseas territories program or in connection with either the $25 million of 
appropriated dollars for the basic materials program under section 514 or the 
$25 million authorization to spend 10 percent counterpart funds for the basic 
materials program. Projects on which it would be possible to make dollar loans 
repayable in dollars would normally involve loans that the Export-Import Bank, 
IBRD, or DMPA would take. In no case would MSA finance a project which 
these institutions or private enterprise would undertake. 

However, there are a few loans repayable in dollars that might be made*with 
MSA funds. For example, among the illustrative projects, there are $3 million 
for mineral development banks in Angola, Mozambique, and Goa. Since Portu- 
gal is not a member of the IBRD, it could not borrow from that source. Portugal 
might not be able to borrow from the Export-Import Bank under the current 
rule of the bank that funds must be spent in the United States. Furthermore, 
the Export-Import Bank might feel that it was unwise to make an exception 
to this rule, particularly where funds were being advanced to finance a develop- 
ment bank rather than to finance a specific and limited project. Under such 
conditions, after further study and after consultation with the NAC, MSA might 
very well make a dollar loan repayable in dollars, because Portugal could prob- 
ably service a loan on behalf of the development of exports from its DOT's. 

It seems extremely doubtful that more than $5 million of DOT and basic 
materials funds would be lent in fiscal year 1954 on the basis of dollar loans 
repayable in dollars with advantage to the programs. Indeed, it is conceivable 
that no dollar loans at all may be made by MSA, because the Export-Import 
Bank or the IBRD may be prepared to finance all such projects, although MSA 
would continue to make dollar loans repayable with dollars (after consultation 
with the NAC) wherever such loans seem appropriate. 

MSA would propose in each basic materials project under section 514 to obtain 
terms as favorable to the United States as practicable, considering the financial 
position of the country concerned, the significance of the project, and the degree 
to which financial terms might affect the desired increase in materials produc- 
tion. To the extent that terms more favorable to the United States than out- 
right grants were proposed in arrangements with the governments or other 
entities, or that loans to private enterprise were proposed, the National Advisory 
Council would be consulted. However, MSA expects that all funds requested for 
fiscal year 1954 will be needed, whether for projects that can be financed through 
dollar loans or for other types of project involving expanded production of 
materials needed by the free world, but which require other methods of financing. 
MSA hopes that a significant part of the basic materials fund and the overseas 
development program in fiscal year 1954 can be put out on terms, acceptable to 
the NAC, that involve some return to the United States. However, it will be 
necessary in the case of some basic materials projects to make dollar grants 
under section 514 with or without counterpart deposit, or grants of 10 percent 
counterpart, or of local currency acquired with dollars. Also some of the funds 
provided under the DOT program will be used for projects of a non-self-liquidat- 
ing character and for TA, and will have to be grants rather than loans. 
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Mr. Woop. We have covered the dependent overseas territories 
and basic materials development, althought we started out to talk 
primarily about overseas territories. 

Is there anything further other than the insertions in the record, 
Dr. FitzGerald, that you would like to say about basic materials de- 
velopment ¢ 

Mr. FirzGeraxp. I don’t think so, Mr. Wood, unless there are ques- 
tions from the committee. 

Mr. Woop. If not, and there are no further questions, we might have 
Mr. Andrews finish the United Nations technical assistance program 
request. 

Mr. Anprews. The appropriations this year requested for 1954, 
for the multilateral technical assistance agencies, amounts to $13,750, 
000, of which $12,750,000 represents our contribution to the U. N., and 
$1 million represents our contribution to the Organization of Ameri 
can States. 

This program, the United Nations technical assistance program, 
follows generally the type of work that TCA itself is doing, under 
the bilateral technical assistance program. It does not have support- 
ing funds, but maintains principally experts. They are offering about 
1,200 experts working with approximately 70 countries or territories 
and there are something over 1,500 requests for additional experts 
and assistants in these 70 countries or territories. 

I will not take a great deal of time except to say that this represents 
about 60 percent of the amount of money which other nations are 
putting up—some 66 other nations are contributing to this central 
pool of which the United States is putting up 60 percent, and this 
$12,750,000 represents our 60 percent for 1954. 

I think in order to telescope this quick and save the committee time, 
I would like to introduce into the record a page, here, with a table 
on it, a statement down to paragraph 2 on the back of that page. That 
tells the story in a general way. 

(The table referred to is as follows:) 


Sec. V—Multilateral technical cooperation, United States contributions to multi- 
lateral programs—Comparative summary of United States obligations by geo- 
graphic region 


| 


United Nations: 
Furope 
Near East and Africa 
Asia and the Pacific 
Latin America... 


Tote) Loti ch 0h J ss le 
Organization of American States: Latin 
TT a tttemeracitinniaitiamn minds need 


Total. 26.5 .44i08 


-| 11, 400,000 | 8, 


| 

Actual, 
fiscal year 
1952 
| 


Already 
appro- 
priated 


$342, 000 
3, 744, 000 | 
4, 914, 000 | 


2, 400, 000 


720, 000 
1 
| 


2 
2, 
9 
171, 333 


930, 000 1, 


| Estimate, 
| fiscal year 


| 
| 
} 


$651, 333 | 
560, 000 | 


| 


240, 000 | 


000, 000 


| Estimate, 


Total fiscal year 


1953, 
pending 


$365, 812 
1, 440. 000 
1, 530, 000 
1, 260, 000 | 


$1, O17, 145 
4, 000, 000 
4, 250, 000 
3, 500, 000 


$1, 000, 000 
4, 000, 000 
4, 250, 000 
3, 500, 000 


4, 595, 812 | 12,767,145 | 12, 750, 000 


1,000, 000 | 1, 000, 000 





12, 330, 000 9, 171, 333 





UNITED NATIONS EXPANDED PROGRAM OF TECHNICAL 


For fiscal year 1954, it is proposed that $12,7 


4, 595, 812 | 13, 767, 145 13, 750 000 
' ; 


ASSISTANCE 


50,000 be authorized to enable 


the United States to continue its support of the technical-assistance program 
carried out by the United Nations and its specialized agencies. 
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The United Nations program is an international effort to enlist technical skills 
from many nations to help the governments and people of underdeveloped areas 
develop their economic resources. It was recognized that the experience and 
technical competence of the international organizations make them an effective 
instrument for carrying out this objective. In 1950 the United States therefore 
joined with 54 other governments in making voluntary contributions to a special 
technical-assistance account for the benefit of underdeveloped areas, Because 
of the special nature of this program, it was evident that a larger proportion of 
contributions would have to come from the so-called developed countries than is 
true in the regular programs. Recognizing the important role the program pleys 
in economic development activities, the United States has supported it by con- 
tributing approximately 60 percent of total funds pledged. 

For 1950-51, the United States contributed $12,007,500; for 1952, the United 
States pledged $11.4 million. For calendar year 1953, at 60 percent of total 
pledges, the United States pledge amounts to $12,767,145. The Mutual Security 
Act of 1952 authorized $14,708,750 for the United States contribution to the 
calendar year 1953 U. N. program, but only $8,171,333 were appropriated. Addi- 
tional funds in the amount of $4,595,812 are being requested to permit full United 
States support for the calendar year 1953 program of the United Nations at 
60 percent of total pledges for the period. For fiscal year 1954, a total author- 
ization of $13,750,000 is requested for multilateral technical cooperation, of which 
$12,750,000 is for the United States contribution to the United Nations expanded 
program of technical assistance. 

This program has almost 1,200 experts working in approximately 70 countries 
and territories. Over 1,500 requests for technical assistance have been received ; 
700 agreements have been signed by participating agencies and recipient govern- 
ments. Almost 1,200 fellows are receiving professional training. Sixty-seven 
governemnts have pledged over $21 million in support of the program for calendar 
year 1953. This represents a substantial increase over the first financial period 
of the program, when 55 governments contributed approximately $20 million for 
an 18-month period. 


Mr. Javits. What was our percentage of contributions last year? 
Mr. Anprews. Sixty percent. 


Mr. Javirs. The same as this year? 

Mr. Anprews. Yes. 

Mr. Javits. Is there any effort to cut down this percentage? 

Mr. Anprews. Secretary of State Dulles has looked into it to see if 
this is the last year that we should undertake the 6)-percent figure. 
There is an attempt made each year to negotiate it and work it out so 
that we have to pay no more than necessary, but it is the opinion of the 
Department and of Ambassador Lodge, and I might say I could intro- 
duce that into the record if you want to do it at this time, that if we 
cut it back to 3314 percent, the total amount of money involved for 
technical assistance, multilaterally, will be so small it will virtually 
mean the abandonment of the program. In other words, the chal- 
lenge the United States thas had is “We'll put up 60 percent of the 
money the rest will put up.” That has been a thing that challenged 
the other nations to make greater contributions. 

Mr. Javirs. How is that amount that is put up in the U. N. supple- 
mented by the countries which themselves get the benefit ? 

Mr. Anprews. The countries themselves are supposed to supply the 
local costs of keeping the technicians in the country. ‘Transportation, 
housing, office space, secretarial help, and things of that kind. 

Mr. Javits. Is there any estimate in money ¢ 

Mr. Anprews. There is an estimate in money, but there is no overall 
joint fund or anything of that kind. The latest estimate is that. 
while countries have pledged $21,300,000 to the central account for 
1953, countries receiving assistance have committed themselves to put 
up over $38 million in the form of local contributions. 
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Mr. Javits (presiding). Are there any questions ? 

Mr. Anprews. Thank you, sir, and since this is my last appearance, 
I want to thank the committee for the courtesy and I am awfully 
sorry we couldn’t have done a little better on this whole program. 

Mr. Javirs (presiding). We thank you, Mr. Andrews. 

Mr. Woop. Mr. Chairman, when do we meet tomorrow? 

Mr. Javrrs (presiding). At 10 o’clock tomorrow morning. 

(Whereupon, at 4:30 p. m., the committee adjourned to reconvene 
at 10 a. m., Friday, June 5, 1953.) 
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FRIDAY, JUNE 5, 1953 


House or Represenratives, 
CoMMITTEE ON ForeiGN AFrFrarrs, 
Washington, D. C. 
The committee met in executive session pursuant to call in room 
G-3, United States Capitol, at 10: 10 a, m., Hon. Robert E. Chiperfield, 
chairman, presiding. 
Chairman Currerrietp. The committee will come to order. 
Mr. Wood, how far did you get yesterday ? 


STATEMENT OF HON. C. TYLER WOOD, DEPUTY TO THE DIRECTOR 
FOR MUTUAL SECURITY 


Mr. Woop. We finished testimony on the dependent overseas ter- 
ritories, basic materials development, and the United Nations Tech- 
nical Assistance Program. When the committee adjourned last eve- 
ning, we were in chapter 5 of the bill which deals with the multilateral, 
most of them, United Nations, programs in which we have been taking 


part. 

I would suggest that we go right through those programs. I think 
we can do so quite rapidly, perhaps covering a major portion by plac- 
ing material in the record. 

I suggest that we start with the program of the United Nations 
Korean Reconstruction Agency, and I shall call on Mr. Joseph 
Henderson and Mr. Otis Mulliken, both of the State Department, to 
lay this program before the committee. 


STATEMENT OF JOSEPH S. HENDERSON, CHIEF, DIVISION OF INTER- 
NATIONAL ADMINISTRATION, BUREAU OF UNITED NATIONS 
AFFAIRS 


Mr. Henverson. Mr. Chairman, I am Joseph Henderson, of the 
Department of State. I have with me Mr. Otis Mulliken, also of 
the Department of State. Your witness on UNKRA was to have 
been Mr. Graham Hall, who is the acting United States representative 
on the Advisory Committee to UNKRA. Mr. Hall has been called to 
Korea on an urgent basis and has asked me to present his apologies 
to the committee. 

I do have, however, sir, a statement which he prepared for this 
hearing which I will submit for the record. 
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STATEMENT OF GRAHAM HALL, SPECIAL ASSISTANT TO THE 
ASSISTANT SECRETARY FOR UNITED NATIONS AFFAIRS (PRE- 
SENTED BY MR. HENDERSON) 


United States contribution to the United Nations Korean Recon- 
struction Agency: Summary statement: 

The United States has been providing economic assistance to the 
Republic of Korea by contributions to the United Nations Korean Re- 
construction Agency (UNKRA) which was established in December 
i950 by the General Assembly of the United Nations to provide relief 
and rehabilitation in Korea. During the continuance of hostilities, 
the United States has also provided through the unified command in 
excess of $300 million for emergency direct civilian relief in Korea. 

The unified command has the primary responsibility for emergency 
civilian relief until a time after a cessation of hostilities; and during 
such continuance of hostilities UNKRA has been engaged primarily 
in rehabilitation activities. The agreement between the unified com- 
mand and UNKRA contemplates that, as soon after a cessation of 
hostilities as military circumstances permit, responsibility for emer- 
gency civilian relief will be transferred to UNKRA. The military 
aggression against the Republic of Korea has caused vast damage to 
its economy and great suffering and privation for its people, resulting 
in the necessity that economic assistance be furnished to enable the 
Korean people to sustain their military resistance to aggression, and 
in time, to recover from the ravages of war. 

The United Nations authorized an initial $250-million program for 
UNKRA to be met by voluntary contributions from governments, 
Of this initial amount, the United States pledged, subject to the 
approval of the Congress, $162.5 million—65 percent—as its share. 
The United States, pursuant to appropriations made under the Mutual 
Security Act in fiscal years 1952 and 1953, has paid $50,750,000 on 
its pledge. 

The proposed legislation authorizes appropriation of $71 million 
for fiscal year 1954; and, in addition, authorized the United States 
Department of the Army to make available toward the United States 
contribution to UNKRA, at the time when UNKRA assumes full 
responsibility for relief and rehabilitation in Korea, civilian relief 
supplies in the Army pipeline to Korea of a value not to exceed 

$40,750,000, which would approximately complete the payment of 
the United States pledge of $162.5 million. 

If military sinqumppianess prevent the contribution to UNKRA 
during fiscal year 1954 of the approximately $40-million value of 
civilian relief nition from the Army pipeline to Korea, UNKRA 
will not have suflicient funds to complete its program for fiscal year 
1954 unless there be a supplemental appropriation for United States 
contribution to UNKRA of $40 million cash in lieu of the unavail- 
able pipeline supplies. 


OBJECTIVES OF UNKRA PROGRAM 


The overall purpose of UNKRA’s program is to assist the Korean 
people in their own efforts, first, to produce the basic necessities of 
life and then to restore a stable economy. The principal objectives 
of this program are to assist in (1) providing food, ee. clothing, 
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and medical services required to sustain life, (2) developing agri- 
culture, fisheries, coastal shipping, and mining so as to minimize food- 
import requirements and to maximize exportable surplus, (3) reha- 
bilitating or reconstructing the damaged or destroyed Korean facil- 
ities for the production of goods and materials, and in some in- 
stances—such as a fertilizer plant—constructing a facility which had 
not previously existed, thus restoring and increasing the Korean pro- 
duction of goods and materials and making the maximum use of 
indigenous resources, (4) counteracting the inflationary tendencies 
resulting from the war conditions, (5) achieving economic conditions 
conducive to the maintenance of economic and political stability, and 
(6) training Koreans in technical skills such as agriculture, industry, 
public health, and education. 


CURRENT STATUS OF UNKRA PROGRAM 


Toward the fulfillment of its objectives UNKRA, in agreement with 
the Unified Command and the Republic of Korea, embarked in Novem- 
ber 1952 on a program of relief and rehabilitation designed to obligate 
$70 million prior to July 1, 1953. UNKRA has proposed a $130- 
million program for fiscal year 1954. The UNKRA program for fiscal 
year 1954 does not include assumption by UNKRA of that responsi- 
bility for emergency direct civilian relief now being exercised by the 
Unified Command. If, because of a cessation of hostilities and a 
consequent change in the military circumstances, UNKRA is called 
upon to assume such responsibility for emergency civilian relief 
during fiscal year 1954, a larger UNKRA program would be required. 
The categories of relief and rehabilitation in the 1953 and 1954 
UNKRA programs are: 


_ i a 
| Fiscal year | Fiscal year 
| | 5 


1953 1954 


Food and agriculture. .........-... wigs bee shaped 93 $6,000,000 | $12, 
Industries _ , i ks ” 8, 150, 000 | 2¢ 

Power ‘ 5, 100, 000 
Transportation and communications - . -- ; | 6, 900, 000 | 

Natural resources ¢ 2, 000, 000 | 

Housing “s bag ree er 3, 000, 000 | 

Education pall ale 7 8, 000, 000 | 5, 000, 000 
Health, sanitation, and welfare i ack 2, 500, 000 | 3, 050, 000 
Sustaining commodity or stabilization imports 20, 000, 000 | 38, 000, 000 
Personnel for United Nations Civil Assistance Command (UNCACK)_.___| , 400, 000 | 2, 000, 000 
Support to voluntary agency programs... . _- wre ‘ ; } 600, 000 | 2, 000, 000 
Technical assistance projects ; : : 350, 000 , 085, 000 
Rural services - . - Setabi kissin ck . Le | , 000, 000 
Operational personnel and establishment - Se 2, 500, 000 , 500, 000 
Administrative costs -_......-. . Siswtaic owes ‘ 2, 500, 000 1, 750, 000 


Total... wtegile ilies weg ioe comaiialn w» itealesdiond ----| 70,000, 000 130, 000, 000 





COORDINATION OF ECONOMIC ASSISTANCE TO KOREA 


A coordinating committee composed of representatives of the 
Republic of Korea, the Unified Command, and UNKRA functions 
in Korea for the purpose of coordinating the respective parts of the 
overall economic assistance efforts in Korea to be fulfilled by each 
of the three entities. 

In addition, UNKRA has employed and loaned to the United 
Nations Civil Assistance Command 140 persons who have profes- 
sional or special training for the civil-assistance work, as well as 
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18 general-service oo This plan is designed to continue during 
the period while the United Nations Command has primary respon- 
sibility for emergency civilian relief. In this way UNKRA is able 
to give immediate assistance in emergency civilian relief work as 
well as to ensure an efficient and swift changeover when the full 
responsibility for such work may be assumed by UNKRA. This 
staff is engaged in the distribution of relief supplies, the prevention 
of epidemics, related health and welfare activities, educational activ- 
ities and coordinated planning of longer range rehabilitation projects. 


UNITED STATES PARTICIPATION IN UNKRA POLICY DETERMINATION 


The Secretary-General of the United Nations, after seeking the 
advice of the UNKRA Advisory Committee, has appointed Lt. Gen. 
John B. Coulter, United States Army, retired, to take office as Agent 
General of UNKRA on May 16, 1953. General Coulter has served 
as the Chief, Washington Office, UNKRA, for the past year. The 
UNKRA Advisory Committee meets frequently to advise the Agent 
General on major financial, procurement, distribution, and other 
economic problems pertaining to the planning and operations of 
UNKRA. The United States is a member of the Advisory Com- 
mittee. The other members are United Kingdom, Canada, India, 
and Uruguay. 


CONTRIBUTIONS BY GOVERNMENTS TO UNKRA 


Thirty-one governments—including the United States—have 
pledged or contributed a total of $206.5 million to UNKRA. Of 
this amount, about $67 million has been paid in cash and $1.7 million 
in value in kind has been delivered through UNKRA to the emer- 
gency program of the Unified Command. 


ADDITIONAL GOVERNMENT CONTRIBUTIONS TO KOREAN RELIEF 


Twenty-seven governments—excluding the United States—have 
contributed $11.7 million in value in kind directly to the emergency 
relief program of the Unified Command. This program was insti- 
tuted prior to the establishment of UNKRA. ‘The United States 
has, through the Unified Command, committed, obligated, or dis- 
bursed in excess of $300 million for emergency direct civilian relief 
in Korea. 


Contributions by nongovernmental organizations to Korean relief 


Million 
Nongovernmental organizations in general_ 
Specialized agencies of the United Nations 
Letgue- of Red Groen Bocioties .bncncs cic bin tc 


Mr. Henverson. I also have a statement of the pledges made to the 
UNKRA program and the contributions made as of May 26, 1953, 
which, if I may, I would like to furnish for the record. 

Chairman Currrrrreip. Without objection, it is so ordered. 

(The document referred to follows :) 
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United Nations Korean Reconstruction Agency—Statement of pledges and 
contributions as of May 26, 1953 


{Expressed in terms of United States dollars} 


3 Balance out- 
Pledged standing 


Member States: | | 
Argentina..._. : i 500, 000 ° 
Australia ea : é | 4, 002, 710 | . | 3, 042, 83 
Burma 49, 934 | li Nl ie ia 
Canada ss | 6, 904, 762 
Chile. _- ‘ ‘ | 250, 000 ‘ 250, 
Denmark. ee rad 860, 000 . 860, 
Dominican Republic. __- 7 10, 000 | 10, 
Egypt culieis | 28, 716 28, 
E] Salvador___- 500 
Ethiopia : | 40, 000 | 40, 000 
Guatemala ! ‘ ‘ . aiateeil 
Honduras___. 3s ska . 3 ; an 2, 500 2, 500 | 
Indonesia ‘ a : | 100, 000 | 100, 000 | 
Israel 33, 600 33, 600 
Lebanon P 50, 000 50, 000 
Liberia sina Bern ‘ | 15, 000 15, 000 | 
Luxembourg_._- ‘ ..| 30, 000 | 30, 000 
Netherlands : | 263, 158 263, 158 
Norway. .-.. : > 829, 000 ‘ | $29, 000 
ase oe 2 . 3, 000 | 3, 000 
Paraguay . 10, 000 10, 000 a 
Saudi Arabia. -.-.-....-. ; 20, 000 20, 000 | 4 J 
Sweden.........- e : 966, 518 322, 237 281 
Syria | 11, 408 \ , 408 
United Kingdom... 28, 000, 000 , 700, 000 20, 000 
United States__. Mie 162, 500, 000 | 750, 000 111, 000 
Venezuela -_- | 70, 000 70, 000 ; : 


Total - ; Ye ia 205, 550, 806 | 37, 821, 067 137, 72 
Nonmember states: 
Austria. ‘ ‘ - at ali ale 162, 936 162, 936 | _. 
Italy... { i a re ; 960, 000 960, 000 | 
Switzerland ‘ = ae , Sn 23, 256 23, 256 
Vietnam ed Z ‘ ; | 10, 000 10, 000 


, | ee ‘ - . 1, 156, 192 1, 156, 192 


Total, all governments..____.-- nila , 206, 706, 998 68, 977, 259 137, 729, 739 
Miscellaneous income (estimate) ______- a a | 1, 100, 000 a cs 


EL ST dy nchamendnoticoasbediinn od sine tae f 70, 077, 259 


1 Guatemala has offered serveral thousand tons of timber which has not yet been valued. 


Chairman Currerriectp. You might tell us briefly about the 
program. 

Mr. Henperson. The United Nations Korean Reconstruction 
Agency was established by resolution of the United Nations in De- 
cember of 1950. It was created to administer an initial program 
which had been agreed to by the United Nations, for relief and 
rehabilitation in Korea, in the extent of a target goal of $250 million. 

Both members and nonmembers of the United Nations were asked 
to make pledges against this $250 million target total. To date, 
approximately $206 million has been pledged toward this program. 

The United Nations Secretary General is about to issue another 
appeal in order that the $250 million total may be realized. 

The Agency after its establishment began plans and undertook 
staffing against the assumption on which the entire program rested, 
namely, that there would be a cessation of hostilities in Korea. 

Unfortunately that assumption has not yet been realized. 

In the meantime, however, by agreement with the Unified Command, 
UNKRA has had about 140 of its people detailed to the Civil Assist- 
ance Command of the United States Army, working with that com- 
mand. There was approved in November 1952 a $70 million pro- 
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gram for relief and rehabilitation in fiscal year 1953, which by 
agreement, again with the Unified Command, could be undertaken 
in stabilized area as a supplement to the direct relief and assistance 
program of the Unified Command. 

Mr. Smrrn. That was in addition to the $250 million? 

Mr. Henperson. That is within the $250 million, sir. 

As of the Ist of May, this year, approximately $46 million has 
been allocated against that $70 million program. About $40 million 
has been actually obligated. 

There is also before us now a program in the amount of $130 million 
of relief supplies, sustaining imports, rehabilitation activities, which 
is to begin on July 1 this year and which will run through fiscal year 
1954. 

The United States has paid, to date, $50,750,000 against its initial 
pledge toward this $250 million program target total. 

The authorization requested in the bill now before you will be 
applied against the $130 million program which it is planned will 
begin on July 1 of this year. 

I do not know whether I have covered the situation sufficiently, 
Mr. Chairman. 

Chairman Cutrerrtecp. How can you do very much until there is 
a truce overthere? It isa very difficult situation, it would seem to me. 

Mr. Henperson. Yes, sir; that has been the outstanding difficulty 
that UNKRA has experienced all along. The problem has been two- 
fold, sir. 

On the one hand, the nations who have contributed to UNKRA—I 
might mention, for example, the Canadians, who pledged about 
$6,900,000, and who immediately paid in their entire pledge. They 
have been, I believe understandably, quite restive in terms of wonder- 
ing why it was not possible for UNKRA to get into full operation. It 
has been necessary to negotiate in detail, project by project, what 
activities UNKRA might undertake in Korea. That, as you men- 
tioned, sir, has been a real problem. 

Mrs. Bouton. What is thetotal for Korea? Everything? 

Mr. Henverson. Including the military assistance? 

Mrs. Borron. Is that in the $250 million ? 

Mr. Henverson. No,ma’am. A figure of about *300 million would 
represent the amount which the Army, the United States Army, has 
expended toward civilian relief and unrest program requirements in 
Korea since the outbreak of hostilities. 

Mrs. Botton. The Army has spent that much in addition ? 

Mr. Henverson. Yes, ma’am. 

Mrs. Botton. $300 million ¢ 

Mr. Henverson. Yes, ma’am. 

Mr. Woop. That is not in this bill. Mrs. Bolton, as you know, nor 
is the expenditure for equipping the Korean troops. 

Mrs. Boiron. This is civilian relief? 

Mr. Henverson. Under the necessity for the Army to keep down 
disease and unrest among the civilian population. 

Mr. Vorys. How many employees has UNKRA in New York? 

I have heard they have 81 there. 

Mr. Henverson. I have a breakdown as of April 1, 1953. 

UNKRA has 262 employees in Korea, 25 in Tokyo, 97 in New York, 
16 in Washington, 10 in Geneva, Switzerland, for a total of 410. 
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Mr. Vorys. They are all being paid out of this relief money for 
Korea ¢ 

Mr. Henpverson. They are being paid out of the total funds con- 
tributed and pledged; yes, sir. 

Mr. Vorys. What can the United States do to wind up that idiotic 
overstafling ? 

I appreciate that this is an international organization. I have 
heard of overstafling in my life, but to have 97 people in New York 
planning for UNKRA; 262 in Korea, that is a good many, too many, 
according to the Americans I hear from in Korea. They are falling 
over each other, riding around in nice shiny cars, these relief agents, 
and replanning and resurveying stuff that very skillful evaluation 
teams have gone over again and again and again. 

I have not ever heard saihowe who could defend this staff. I 
have seen a letter from the head of UNKRA attempting to defend 
it and the defense showed the weakness at the head of the staff. 

It just won’t do. What steps can we take to reduce this swelling 
which means that a lot of well-fed people all over the world are living 
off of Korean relief money. 

Mr. Henverson. I might mention two things, if I may, and I am 
not attempting to respond completely to that point because I know 
that criticism has been leveled from many sources. 

As a general comment, I think, again, UNKRA has been a little 
bit like a person who is all dressed up and has not had any place to 
go for a while. I think the delays that are attendant to recruitment 
for service in Korea have tended to make people feel, “Well, we have 
to plan far ahead, in terms of having total staff required against a 
total program which may materialize at any time.” 

I might say also—I hope I am not appearing critical of the pre- 
vious head, but there has been a change. 

Lt. Gen. John B. Coulter, United States Army, retired, within the 
last few months has been made head of UNKRA, and I am sure he 
will give attention to this problem of staffing and overhead. 

There has been one other point. I might just say that Mr. Hall, 
who is our representative on this advisory committee of UNKRA, 
has been critical on this same score. 

Mr. Vorys. Is that Bill Hall; 

Mr. Henverson. No, sir; it is Graham Hall, but Bill has worked 
with him, sir. 

Without attempting to evaluate this, the response to the criticism 
has been been in part, that a great number of these people who are 
now in New York would not be there if it were possible to obtain hous- 
ing and office space in Korea for them. 

he staff of UNKRA has said repeatedly that it is intended to keep 
only the minimum number of people in New York to keep fiscal rec- 
ords, personnel records and carry on the procurement undertaken 
there, and the same thing goes for Washington and Geneva. 

I again would say that I think that General Coulter, with his back- 
ground, is going to give very careful attention to this particular 
problem. 

Mr. Vorys. Who was it who authorized the Nathan survey of the 
Korean economic survey ? 

Mr. Henpverson. That was undertaken during the incumbency of 
Mr. Kingsley who was the former head of UNKRA. 
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STATEMENT OF OTIS MULLIKEN, OFFICER IN CHARGE, UNITED 
NATIONS SOCIAL AFFAIRS, BUREAU OF UNITED NATIONS 
AFFAIRS 


Mr. MouturKen. I have heard the figure of $250,000 mentioned but 
I do not know that that is accurate. 

Mr. Harrison. Is that the CIO economist? 

Mr. Vorys. It is the United Nations Organization. It is in addi- 
tion to the 410 people they have: 97 in New York, 25 in Tokyo, 16 in 
Washington, and 10 in Geneva, Switzerland, planning for Korea. 
They hired Bob Nathan on an independent contract to make a survey. 

We had one from, I think, Dr. Johnson, who was before our com- 
mittee in 1949, a survey, and almost ever ybody you can think of has 
surveyed it, but that was one of the things that the former head of 
UNKRA authorized. 

Mr. Woop. May I ask Mr. Martin, of the State Department to make 
a further brief comment on this subject? 

Mr. Martrn. I think it is pertinent to the question that Mr. Vorys 
has raised, to recall the fact that the President has sent Mr. Henry 
Tasca to Korea to survey two things, one, the economic situation in 
Korea which is rather critical, and, two, the organizational arrange- 
ment which now exists to take care of the economic problem in Korea 
and to make recommendations as to how the organizations might be 
better coordinated and their efficiency improved. 

He is expected back relatively shortly and I think he will un- 
doubtedly have recommendations which bear on this uestion of the 
desirability of maintaining this large a staff for UNKRA, in relation 
to the staff under General Clark and the various other operations in 
Korea. 

Mr. Vorys. Now can we get a more complete statement on the 
amount the United States had contributed to Korean rehabilitation? 
I think it is in excess of $400 million. 

Can we have that now? 

Mr. Henperson. That is on total United States Army expenditures 
for this purpose, sir? 

Mr. Vorys. Yes. 

Mr. Henverson. I do not have that figure, but I will be glad to 
obtain it. 

Mr. Vorys. This all comes out of the same taxpayers whether it is 
in this bill or not, and it would be of significance right now in pre- 
senting such a thing to tell us what the taxpayers have ‘spent. 

When we contempl: ite proceeding with an international organiza- 
tion, we should know what the cost is currently for civilian supply 
and relief from the United States Army. 

Mr. Woon. I think we can get that, Mr. Vorys, right now. 

Mr. Vorys. Well get it right now. It is perfectly ridiculous to 
present this thing here w ithout it. 

Mr. Woop. If you will excuse me, I will have the military in here 
get that figure for you. 

Mr. Vorys. Excuse me, Mr. Chairman, but it is perfectly silly that 
at the end of our hearings, when we have this discouraging over- 
staffing of the United Nations Organization, that we do not have 

sresented to us the alternative, the gigantic load that the United 
States Army is carrying. The proposals that we read in the paper are 
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that all the Koreans look forward to the United States for relief. 
There is where they do expect the United States to go it alone, and I, 
for one, do not expect to. 

I think we should operate through the United Nations, but in 
order to present this picture intelligently to this committee, we should 
have those figures. 

Mrs. Bovron. Will the gentleman yield for a moment? 

Mr. Vorys. I yield. 

Mrs. Bouron. Mr. Chairman, may I ask Mr. Martin why the Presi- 
dent sent Mr. Tasca? 

Was it because he did not believe the earlier surveys and all the 
different things? 

Mr. Martin. I think there is a distinction between what Mr. Tasca is 
doing and what these earlier surveys did. They were looking toward 
the long-term reconstruction program. Mr. Tasca substantively was 
looking into an immediate crisis in the inflation which developed in 
Korea and which bore directly on the plans of the administration 
to assist the Republic of Korea in increasing the number of ROK 
divisions and thereby adding a heavy load to the Korean budget. He 
was looking into what needed to be done in order to enable the Korean 
economy to carry more divisions. 

Organizationally his trip did reflect a sense that we had not had 
as well coordinated a program to deal with this immediate problem 
as we might have had. 

Mrs. Bovron. Thank you, very much. 

Chairman Curprrrietp. Mr. Harrison—— 

Mr. Harrison. The lady would not think that the President would 
feel anything Nathan wrote would be worth reading? 

Mrs. Bourton. I am sure the President reads many sides of all matters 
dealing with the good of the American people. 

Mr. Nathan is a man with a prodigious mind and a great deal of 
knowledge. 

Mr. Vorys. I think that with such a great patriot, we could have 
gotten a good deal of advice from him for nothing instead of $250,000. 

Mr. Smirx. I would like to ask something about this $250 million 
target. Was there a deadline set for the contributions to be paid in? 
You said, I think, that there are 206 pledges received. 

Mr. Henverson. $206 million total; yes, sir. 

Mr. Saurri. $68,977,259 has been paid in to date. 

Was there a deadline established ? 

Mr. Henverson. No, sir; there was not. 

Mr. Sourrn. In other words, whenever they get a due bill, it is 
recognized ¢ 

Mr. Henverson. That is right. 

Mr. Smrru. I wonder if we could have for the record, Mr. Chairman, 
a statement about this target of $250 million, the nations that have 
pledged, and what they have already contributed. 

Mr. Henpverson. Yes, sir; that was in the statement I submitted 
for the record. 

Mr. Mu.urken. My impression is that he has not completed it 
as yet. He made a preliminary survey and further detailed studies 
were involved in what is called the Nathan report. 

Mr. Smrrn. When was it undertaken originally ? 

Mr. MuturKen. It was undertaken last fall, I believe. 
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Mr, Smiru. And he is still at. it / 

Mr. MutxiKen. He is still at it. 

Mr. Vorys. Your jobs are to represent the interest of the United 
States in United Nations affairs? 

Mr. Henperson. In my case, the Division of International Admin 
istration is concerned with United States interests in administrative, 
fiscal, and budgetary matters with respect to all international organi- 
zations in which the United States participates. 

Chairman Currerrrecp. Mr. Henderson, will you explain to Mr. 
Vorys that you intended to have another gentleman here, and why 
he could not be here ? 

Mr. Vorys. Do you mean that your office does not know anything 
about the United States contributions toward the international relief 
effort in Korea which is made through Army funds? 

Mr. Henverson. We have not had detailed figures on that. 

I mentioned at the outset, Mr. Vorys. if I may repeat: Mr. Graham 
Hall is a special representative for UNKRA affairs, to Assistant 
Secretary John Hickerson. He individually follows UNKRA mat- 
ters and is in daily liaison with the Defense Department. and with 
UNKRA as the acting United States representative on the UNKRA 
Advisory Committee. 

He was called to Korea on urgent business last week and he had 
intended to be your witness today, and I am sorry that he is not 
here because he personally could answer, I am confident, these 
questions. 

Mr. Vorys. When he leaves, there is nobody else in the office who 
has such information in mind when they start to make up interna- 
tional budgets ? 

Mr. Henperson. Not in that detail, sir. However, UNKRA 
programs are approved by United States Army authorities before 
they are submitted to the various governments participating in 
UNKRA for consideration. 

Mr. Vorys. Thank you. 

Mr. Woop. We will have those figures for you in just a minute. 

Chairman Curprerrretp. If there are no further questions, we will 
proceed with another witness. 

Mr. Woop. Our next item isthe program for the organization known 
as the ICEM, which stands for the Inter-Governmental Committee for 
European Migrants. 

Mr. Vorys. Mr. Wood, before you proceed with that, have you al- 
ready testified to the Army pipeline item in the bill here? Forty 
million seven hundred and fifty thousand dollars, or have I missed 
that? 

Mr. Woop. That is part of the UNKRA item. Did you cover that? 

Mr. Henverson. I am sorry, sir. 

Mr. Woop. The $40 million pipeline item in the UNKRA request ? 

Mr. Henpverson. That figure was negotiated with the Army by Mr. 
Hall as the best estimate that could be given as to the amount that 
would be available out of the pipeline for this purpose at cessation of 
hostilities. 

Mr. Vorys. What happened to the $67.5 million of last year? 
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Mr. Henverson. That figure was revised downward, Mr. Vorys, as 
| understand it, on the basis of these conversations with the Defense 
Department. 

Mr. Martin. Authority to transfer $67.5 million of supplies from 
the Army pipeline was not used in fiscal year 1953, since the supplies 
become available only if there is an armistice in Korea and cessation 
of hostilities. We now say we think that only $40 million in pipeline 
supplies will be available to complete our pledge of $162.5 million in 
fiscal year 1954. Is that not correct ¢ 

Mr. Henperson. Yes. There would only be $40 million available in 
pipeline supplies and therefore it was necessary to request the remain- 
ing $71 million in cash. 

Mrs. Boutron. That was your reduction, from $65 million to $40 
million ? 

Mr. Henprrson. Yes, ma’am, the pipeline figure. 

Mr. Woop. Shall we proceed with the testimony on the Inter-Gov- 
ernmental Committee for European Migration. 

Mr. George Warren, of the State Department, will explain to you 
the purpose of the $10 million that is contained in the request for 
authorization for that purpose. 

Mr. Warren. 


STATEMENT OF GEORGE L. WARREN, SPECIAL ASSISTANT TO THE 
ASSISTANT SECRETARY FOR UNITED NATIONS AFFAIRS FOR 
REFUGEE MATTERS 


Mr. Warren. I have a statement here which gives the history of the 


creation of the committee. The numbers that were moved out of 
Europe last year, the budgeted figures for this year and next year, 
and the fixed periods. 

Chairman Cureerrietp. Without objection it will be included in 
the record. 

(The document referred to follows :) 


INTERGOVERN MENTAL COMMITTEE FOR EUROPEAN MIGRATION 


Authorization is requested for $10 million for the United States contribution 
to the Intergovernmenta! Committee for European Migration (ICEM) in calendar 
year 1954. This request provides only for continuing the contribution in the 
same amount as originally established, even though the program of the commit- 
tee now shows a considerable increase in the number of migrants expected to 
be moved (table I). 

The considerations that led to the United States taking the initiative to estab- 
lish the Commitee at Brussels in late 1951 are even more valid today. Since 
World War II United States foreign policy has been directed toward the estab- 
lishment of stable political and economic conditions in Western Europe along 
with the development of military strength sufficient to meet the threat posed 
by the Soviet bloc. The inherent relationship of the gravity of the problem of 
excess population and the influx of refugees to the attainment of this goal was 
early recognized by the United States Government, including the Congress, and 
by the other governments of the free world. In May 1950, at a meeting of the 
allied powers, France, the United Kingdom, and the United States agreed that 
this problem is one of the most important elements in the difficulties and 
disequilibrium of Western Europe, requiring intergovernmental action to resolve. 

The Sist Congress in 1950 adopted related legislative provisions which in 
effect constituted a mandate for action by this Government ,according to the 
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expressed opinion of the members of the House and Senate Committees on the 
Judiciary, which sponsored the legislation. Section 16 of Public Law 535 
authorized the Government to participate in a conference of interested nations 
to develop ways of elleviating the problem of excess populations in Germany 
and Austria, and section 115 (e) of the ECA Act of 1948, as amended, directed 
the ECA Administrator to encourage emigration from participating countries 
having surplus manpower to areas where such manpower could be effectively 
utilized. 

From studies made by the Department, by international agencies, and by 
various cungressional committees, it has been generally assessed that (a) over- 
population to the extent of 3,500,000 to 5 million people will continue to be a 
grave economic and political problem in Europe, presenting the necessity of mov- 
ing 700,000 migrants annually for the next several years, and (b) to increase the 
annual movement now estimated at 350,000 an intergovernmental organization 
is required to exploit the growing demand outside of Europe for manpower and 
to facilitate such movements of migrants as would not otherwise take place. 

Acting upon the above consideration, the United States Government took the 
initiative in convening a conference of 27 governments at Brussels in November 
1951, as a result of which 16 of these governments formally established the Pro- 
visional Committee for the Movement of Migrants from Europe. (Since that 
time 1 government (Turkey) has failed to adhere to the Committee and 8 other 
governments have become members, of which 1 (Bolivia) by reason of a recent 
change in its government is currently in an indefinite status.) Additional gov- 
ernments have indicated interest in becoming members, including New Zealand, 
Spain, Peru, and other Latin-American countries. The 22 firm government mem- 
bers include 12 Western European and 6 Latin-American states, and Australia, 
Canada, Israel, and the United States. This increase in government members 
participating actively in the program of the Committee exemplifies the growing 
interest and concern of the free governments in resolving this problem. 

A further indication of this growing concern was manifested by action proposed 
and supported by a large majority of government members at the last session of 
the Committee in October 1952 to establish the Committee on a more permanent 
basis and to broaden its activities. To those ends two resolutions were adopted. 
The first instructed the Director of ICEM to draw up a draft constitution to be 
presented to member governments for consideration during future sessions of the 
Committee. The second requested the Director to encourage the preparation of 
settlement plans of member governments wishing to increase the number of 
migrants to be received, to participate in the drafting of such plans and to further 
the completion of such plans as the governments concerned may be prepared to 
adopt. One of the purposes of this second resolution is to determine the best 
means of developing and applying available international financial and other 
resources to increase the movement of migrants through land-settlement projects, 
and the methods in which the member governments can help the Committee in 
these efforts. 

The problems stemming from excess population and the influx of refugees from 
Soviet domination have grave economic and political significance. They are of 
deep concern not only to member governments of the Migration Committee but to 
the member governments of NATO and the Council of Europe, and to other gov- 
ernments of the Western World. The leadership of the United States in promot- 
ing intergovernmental action to alleviate these problems has been warmly wel- 
comed and widely supported by these organizations and governments. 

The efforts of the United States during the first year of the Committee’s opera- 
tion to secure a wider participation in the Committee by other governments and 
adequate financial contributions from such governments have been quite success- 
ful. Except in the instance of small contributions on the part of two govern- 
ments, Bolivia and Paraguay, the assessments of all government members for 
1952 have been paid in full. Though political and economic difficulties of a tem- 
porary nature in certain immigration countries, particularly Canada and Aus- 
tralia, developed to reduce the expected number of migrants moved during its first 
year, the Committee did make an encouraging start. This accomplishment should 
increase and gain momentum substantially during 1953 and 1954. If the Com- 
mittee is to meet effectively this critical problem of excess population, it must 
expand its program during the next few years. To this end the full and energetic 
support of ICEM by the United States Government is essential. For these rea- 
sons it is requested that the United States be authorized to make a contribution 
to the Committee of $10 million in 1954. 





MUTUAL SECURITY ACT EXTENSION 1145 


The attached tables show program accomplishments and budget to date and 
planned program and budget for calendar years 1953 and 1954. 


Tas_e I.—Summary of ICEM movement of migrants 


Number of migrants Number of migrants 


From | Actual, - 1 Actual, ; ; 
; | caler vdar | Estim: ate,| Estimate, calendar |Estimate,| Estimate, 
1952 | calendar | calendar 1952 calendar | calendar 
(Feb. 1 to 1953 | 1954 (Feb. 1 to} 1953 S| 1954 
| Dec. 31) Dee. 31) | 
| 
aechaia eee 


f Australia 15, 486 \ 


i, @3 12, 0 New Zealand _-. 397 26, 600 31, 200 


15, 200 


| 
| 
Germany....-. | 38,276 | 42,800] 50,000 | Canada... 8, 853 18,700 | 23, 200 
Greece. 495 5, 000 5,700 | Argentina____- ve } 20,000 28, 000 
Italy and Trieste_- 12, 278 44, 700 | 53,000 | Brazil | 9,797 | 23,000 | 23, 500 
Netherlands.....-. 10, 052 | 9,700 | 10,400 | Other Latin America 2, 812 16, 000 | 17, 000 
Others... . 5,513 | 4, 800 5,800 | United States. 38,102} 12, 500 12, 500 

| | | Others. ._- beael 2,179 3, 200 4, 600 
77, 626 120, 000 | 140, 000 | } Tete cee: | 77, 626 120, 000 140, 000 


1 Represents ethnic Germans and iets persons from Germany and Austria entering the United 
States under the Displaced Persons Act of 1948, as amended. 


TaBLe II.—Comparative budget estimates, Intergovernmental Committee for 
European Migration 


j 

Estimate, Fstimate, 

calendar calendar 
1953 1954 ! 


1. Administration _ _-. $2,359,060 | $2, 147, x0 | $2, 400. 000 
SSE. oc. ovcoseepnnensemageererhernnet cececencences= 25, 288,027 | 34, 608, 475 38, 000, 000 


Actual, cal- 
endar 1952 








-| ; 
ORM mans 5 coco cce sec sccskdececedes te. oe. | 27, 647, 087. | 36,7 755, 475 40, 400, 000 





1 Department’s estimates not yet acted upon by the committee. 


INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN MIGRATION (ICEM) 


Contributions and other revenues for calendar year 1952 
[In United States dollar equivalents] 





Administra- | Operational 


Source tive expenses expenses 
| 


Total 
! 

United States contribution $785, 567 | $8, 164, 433 $8, 950, 000 
Other governments’ contributions... -_-- . 1, 573, 493 | 1 10, 554, 288 12, 127, 781 
IRO residual movements_ --- 3, 308, 114 3, 308, 114 
U. 8. Displaced Persons Commission 2, 864, 254 2, 884, 254 
United States escapee program ‘ 165, 141 165, 141 
Miscellaneous |----------- 231, 797 231, 797 


Total revenues 2, 359, 060 | 25, 288, 027 27, 647, 087 


1 Contributions to operational expenses consist of the following categories: 

(1) Cash contributions to subsidized movements of migrants and refugees, the costs of which are not 
reimbursed to the committee or are only partially reimbursed. 

(2) Cash payments in the form of reimbursements by governments or other bodies in full or partial re- 
imbursement for movements which have been effected. 

(3) Credits to governments for services performed in the processing and reception of migrants, the expenses 
of which are borne directly by the governments. Emigration countries are credited at a rate of $55 per 
migrant processed for movement, and immigration countries at $20 per migrant. 
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ICEM program for 1952 


{In United States dollar equivalents] 
Administration } a ah : cemre done Seal Gap eee O00 


Operations : 
1. Shipping : 
Ocean transportation ‘ . 2 > 12, 482, 204 
Port charges, baggage insurance____ ‘ JZ ou 2 83, 375 
Escort staff : z es eee ae 66, 137 


Subsistence en route___ Laan ‘ 77, 263 


Subtotal : oO : : _. 32, 708, 979 


2. Services : 
Preembarkation activities___-—-- spol, _. 4,444, 424 
Postarrival activities__..___-__ 4 805, 256 


Subtotal ____- hell ; ; os 5, 249, 680 

8. Grants to voluntary agencies_--_- — Psst 1, 442, 000 
. Contingency reserve oe ake ’ : a 168, 076 
5. Miscellaneous requirements nee Krewe Zot 142, S50 


Subtotal, operations__-_ 7 x 19, 711, 585 
BIN OS ae ; ; ; _.. 5,576, 442 


Total program Ye = i __. 27, 647, O87 


Summary of movement of migrants in 1952 


} | 
From | Number To | Number 


ee - - } een nen —— —_—— - enleemeggetinatrsett 


Austria | 11,012 | Australia and New Zealand | 15, 883 
Germany é : | 38,276 | Canada a ‘ 8, 853 
Greece 495 Brazil peaeintiane 9, 797 
Italy and Trieste ; 12, 278 Other Latin Americs 

Netherlands 10,052 | United States 

Others__- 5, 513 Others 


Total .....- das 77, 626 | Total 





! Represents ethnic Germans and displaced persons from Germany and Austria entering the United 
States under the Displaced Persons Act of 1948, as amended. 


Status of fiscal year 1958 funds for ICEM 


Appropriated________- : _.... $9, 240, 500 
Unobligated as of Mar. 31, 195 Ra. poke ~ 0 
Unexpended as of Mar. 31, 1953_ 6, 930, 375 
Unobligated as of June 30, 1953 ceed cL 0 
Unexpended as of June 30, 1953____- 4, 620, 250 


The amount appropriated for ICEM in fiscal year 1953 is to cover the United 
States contribution for calendar year 1953. Since the United States contribution 
is normally paid in quarterly installments, it is estimated that approximately 
one-half of the total appropriation, i. e., $4,620,250, will be expended by June 30, 
1953. 

The $4,620,250 carryover will be used for the third and fourth quarterly 
United States payments to ICEM in calendar year 1953. 

A request for $10 million is included in the fiscal year 1954 mutual security 
bill for the United States contribution to ICEM for calendar year 1954. 
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Estimated plan of expenditures for 1953 and 1954 * 


[In United States dollar equivalents] 


,dministration 2 147, 000 | 2, 400, 000 


Operations: 
1, Shipping: 


Ocean transportation . - - 


23, 794, 725 26, 150, 000 
Port charges, baggage, insurance 210, 964 | 220, 000 
Escort staff 119, 250 125, 000 
Subsistence en route. L madebead 100, 585 105, 000 


! 
Item be 1953 2 1954 3 
i 
| 
} 


EE Se cde tiem iedie ten aeliliebiininal 24, 225, 524 26, 600, 000 


2. Services: 
Preembarkation activities. . } 5, 763, 000 | §, 355, 000 
Postarrival activities | 1, 804, 951 | 2, 100, 000 
Operational staff costs 405, 000 445, 000 


Subtotal 8, 062, 951 §, 900, 000 
3. Grants to voluntary agencies... 1, 320, 000 , 750, 000 
4. IRO trust-fund movements 1, 800, 000 | e 
5. Trieste trust fund | 750, 000 


Subtotal, operations. _ . 34, 608, 475 38, 000, 000 


Total plan of expenditures 36, 755, 475 40, 400, 000 


Since the estimated programs for 1953 and 1954 were developed before the President’s recommendation 
of Apr. 22, 1953, to the Congress for emergency legislation to admit 240,000 additional immigrants to the 
United States during the next 2 years, the plan of expenditures does not reflect any changes which will 
result if such legislation is enacted. 

2 Approved by the committee. 
* Department's estimates, not yet acted upon by the committee. 


Estimated movement of migrants in 1953 and 1954 
Number Number 
From- - T ere 
1953 1954 1953 1954 


Austria... : ‘ “ 13, 000 15,200 | Australia and New Zealand. 26, 6 31, 200 
Germany 42,800 | 50,000 | Canada | 18,700 | 23,200 
Greece 5, 000 | 5,700 | Argentina_. 20,000 | 28,000 
Italy and Trieste. 44, 700 53,000 | Brazil 23, 000 23, 500 
Netherlands...-.- | 9, 700 10,400 | Other Latin America____ } 16, 000 17, 000 
Othera.sésc-s- i E =e 4, 800 5,700 | U nited States_._.. 7 | 12, 500 12, 500 

3, 200 | 4, 600 


ence geone 120, 000 140,000 | Tots : 20, 000 140, 000 
| 


Mr. Warren. We have one here breaking down the appropriations 
for this year and what we are asking for next year. 

Chairman CurrerrieLp. We will have the statement included. 

Mr. Warren. This request for the calendar year 1954 is the third 
request for United States contributions to ICEM. It is in the amount 
of $10 million, which is the same request that has been made in 2 
previous years. 

The committee was created in December 1951 in Brussels, almost 
completely in response to the previous actions of the Congress. We 
believed that something had to be done, through international action, 
to remove people who were unproductive in Europe and in excess of 
the absorptive capacities of the European economies to other countries 
overseas where their services could be used. 

It was on our initiative that the Belgian Government invited 27 
governments to a conference iu Brussels in December 1951, and the 
committee was established at that conference. It now has 22 gov- 
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ernment members in Europe and in the Latin-American countries, 
including Canada and Australia. 

In 1952, it had a budget of $34 million and hoped to move—it 
budgeted a movement of 117,000. 

In actual experience we succeeded in moving 77,626 out of Europe, 
and because of that failure in meeting the full budget we only paid 
out $8.9 million of the $10 million that was appropriated for 1952. 

The committee is now planning in 1953, for which $9,240,500 was 
appropriated, to move 120,000, and this asking is for $10 million to 
cover the calendar year 1954, when we hope to move 140,000 out of 
Europe. 

Mrs. Bouton. The calendar year 1953 or 1954? 

Mr. Warren. This request is for fiscal year 1954, but the money 
is to make the contribution to cover the committee’s calendar year 
1954. 

Mr. Vorys. That is the difference. They have a calendar year. 

Mr. Warren. The committee was established on the Ist of January 
1952. 

The interest of the European governments in this committee is sub- 
stantial and it is increasing. We expect additional governments will 
oin during 1953, and there are prospects of larger movement out of 
rinatia which are encouraging at the time. 

The committee moves both ordinary migrants—that is nationals of 
Germany, Italy, Greece, and the Netherlands primarily, and also 
Austria—and also refugees. 

The estimate is that there is a surplus population in Europe, and 
in those 4 countries particularly, in excess of 3 million who cannot 
be absorbed no matter how you may imagine the levels of the econ- 
omies of those countries may rise. 

Mr. Harrison. Three million did you say? 

Mr. Warren. In excess of three. Three and one-half million. 

In Germany there are a million and a quarter peasants among the 
expellees who cannot get land to work and figure very predominantly 
among the unemployed in Germany. 

The Netherlands have a surplus in population of about 150,000 a 
year and must provide for the emigration of a minimum of 60,000. 

The balance have some chance to be absorbed in the Netherland 
economy. The Netherlands is one of the most overpopulated areas in 
Europe. 

In Italy there is a surplus of approximately 2 million plus, and the 
situation in Greece is comparable to that in the Netherlands. 

It is generally estimated that, in order to provide some exhaust 
valve for the pressures that these surplus people provide on the 
political and economic situations in those countries, 750,000 people 
ought to be moved out of Europe annually over the next 5 to 7 years. 

Approximately 350,000 are moving, either on their own steam or 
under bilateral arrangements between governments. This committee 
it trying to move an additional number who would not otherwise be 
moved. Their target, as I said, for this year is 120,000 and for 1954, 
140,000. 

Chairman Currertecp. Mr. Vorys, did you want to ask a question ? 

Mr. Vorys. How many are moving under their own mnt 

Mr. Warren. We estimate about 350,000 annually, and this is a 
plus movement that would not otherwise move. 
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Mr. Vorys. Is that the total emigration in Europe? 

Mr. Warren. Roughly, yes. In other words, if we assume that 
350,000 moved on their own steam in 1952, this committee added 
77,000 plus to that. 

Mr. Vorys. I was trying to get the over all picture. Since 1620 for 
sure, emigrants have been mov ing from Europe to other places, and 
I wondered whether the movement now was, percentagewise in com- 
parison to the rest of the population, about the same as the emigration 
from Europe through the years, or how does it compare. Do you 
know ¢ 

Mr. Warren. I do not think it is as high. The movement was 
absolutely stopped during the war, of course, and then after the 
war, the [RO—the International Refugee Organization— succeeded 
in resettling about 1 million refugees and after the movement of 
refugees the movement of ordinary emigrants began to develop, and 
that movement has been handicapped by all sorts of problems of 
vetting currency to pay for the movement and so on. 

Now, under this movement then, a good part of the movement that 
takes place under the Committee is paid for by the governments. For 
instance, Canada and the Netherlands request the Committee to help 
them move the people, using the Committee’s ships, but they reim- 
burse the Committee completely for the movement from the Nether- 
lands to Canada. 

Germany makes a contribution to the Committee of $60 a head for 
every German that the Committee moves out of Germany. Italy does 
the same. This is in addition to paying their contributions to the 
administrative expenditures of the committee. 

Australia makes a smaller contribution on the receiving end toward 
the transport costs. Brazil pays the full fare of the head of the fam- 
ily. Italy pays $60 per person toward the cost, and the Committee 
pays the deficit in the movement, you see, so that we have a very inter- 
esting and very unusual international organization that is financed 

rather differently from most organizations. 

In other words, we have some business income, here, where we are 
assisting a self-paying arrangement which, if nourished and developed, 
can expand in the future. 

Mr. Vorys. What is the cost to the United States, the average cost 
of moving an emigrant? 

Mr. Warren. If you take him all over the world, Mr. Vorys—that 
is, if you average Canada, the United States, Venezuela, Brazil, and 
Australia—it will cost about $250. That will include certain process- 
ing costs on the beginning end and certain reception costs on the 
other. 

The actual transport will average around $200. That again de- 
pends on whether you get volume. If you get shipload volume. 

Mr. Vorys. At 10 million a year—I am not ver y good at arithmetic, 
but $250 an emigrant, that would not equal 77;000 emigrants for a 
year, would, it not? 

Mr. Warren. Not all of the $10 million was spent in 1952, Mr. 
Vorys. 

About $4 million was carried over. You see you must commit your- 
self for ships i in advance. You must have money 3 months in advance 
of movement. I have not made that computation, but I think you 
will find that figure will work out. 


33064—53——_73 
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Our contribution toward the gross is less than one-third. 

Mr. Vorys. How does ICEM go about processing a person to see 
that they could not go over, as you say, under their own steam, that 
they belong in this group that are, I presume, unable to move them- 
selves, either through their own efforts or through that of their 
families ¢ 

Mr. Warren. On that score, Mr. Vorys, we are dependent on the 
good faith and the observation of the activities of both the immigra- 
tion and the emigration countries. It is they, together, which request 
the committee to get these people moved. 

Mr. Vorys. I mean would there be a way that a person might say, 
“Well, I would like to go to Canada or Venezuela but I hate to pay 
my own way, so I will apply for this thing.” 

Mr. Warren. If he pays his own way, he is on a regular commer- 
cial line, and, of course, he has to get a visa from the Canadian Recruit- 
ing Mission in Germany, for instance, who knows all about him and 
the circumstances of his going to Canada. 

Generally, the people who move under the committee’s auspices 
are people who move under government schemes of recruitment that 
Canada is operating, and Canada comes to the committee and says, 
“We would like very much to have you move these people, because 
we want them. We've recruited them. We have gone out and sought 
them.” 

Now, there is a certain additional movement to Canada of indi- 
viduals who just go to the regular transportation lines and pay their 
own fare because some relative in Canada has invited them. I think 
that the movement which the committee accounts for is a little less 
than a quarter of the total movement that is leaving Europe. 

Mr. Vorys. The committee, our representatives on the committee, 
do they feel sure that it is in surplus above those who would move? 

Mr. Warren. Yes, we are very sensitive to that, because in all of 
the actions of the committee and all of the resolutions of the com- 
mittee, it is clearly set down that we are moving only those who would 
not otherwise be moved, under any normal arrangement. 


STATEMENT OF EDWIN M. MARTIN, SPECIAL ASSISTANT TO THE 
SECRETARY OF STATE FOR MUTUAL SECURITY AFFAIRS 


Mr. Martin. Might I suggest, Mr. Warren, that is also true, that 
ICEM by and large only moves peoples for which the governments 
are making the contribution. By and large, the Canadians are not 
going to pitch in $60 or $90 on an immigrant unless they have satisfied 
themselves that he cannot pay for it from his own resources, ICBM 
contributes only to the movement of migrants for whom the sending 
and receiving governments are willing to extend assistance, 

Mr. Vorys. That is, the bilateral negotiations contain within them- 
selves the sort of clearance that is needed. 

Mr. Martin. Yes, sir. 

Mr. Warren. Germany and Italy and the Netherlands would not 
pay the Committee for someone they thought would move under his 
own steam. They could not afford to, because they are paying $60 
in addition to their regular contribution, and their contribution of $60 
a head is comparable to our $10 million contribution, you see. It is 
the same kind of money. 
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Chairman Currerrievp. Mr. Harrison 

Mr. Harrison. Mr. Chairman, I have no doubt that the distin- 
cuished gentleman from Ohio when he reads the record will correct 
the date of 1620 to 1606. 

You refer to a surplus population. What do you call it if a coun- 
try is under? You say Europe has a surplus of 3.5 million people. 
What do you say if it has less? 

Mr. Warren. Underdeveloped, or underpopulated. 

What we are working on is this: There are about a million and a 
quarter very good German peasant farmers in Germany, who simply 
cannot get land to farm. Some of them have gone into industrial 
employ ment, but the great bulk of them are among the unemployed 
and they are a drag on the economy. 

In addition to the flow of refugees, they are a risk to the political 
balance because they are unhappy, they are unproductive, and they 
are anxious to farm again. They have been driven out of their former 
countries. 

In Italy, you have 2 million people unemployed, and another group 
of 2 million who are what they call underemployed. 

Mr. Harrison. What I wanted to get at was the figures on the under- 
populated countries. How are these figures on the underpopulated 
countries determined? Is that determined by the receiving countries 

Mr. Warren. By the receiving countries. We can only 1 move per- 
sons that the receiving countries are willing to take. 

Mr. Harrison. And, this number is all that they are willing to take? 

Mr. Warren. All that they were willing to take in 1952; yes. 

Mr. Haxrison. What is the reason for that? What I am trying to 
get at is, Why do not more of these people, these surplus people, you 
call them, why do they not move into countries like New Zealand, 
srazil, and so forth ¢ 

Mr. Warren. Well, there are economic and political reasons fot 
that. 

In Canada, for instance, Canada accepted 190,000 people altogether 
in 1951. In 1952 she had to reduce to 160,000 for economic and politi- 
cal reasons that were internal. 

Australia, in 1951, accepted 130,000 overall, Britishers and everyone 
else. In 1952 she had to cut it to 80,000. That was for economic rea- 
sons entirely. Their story is that they have not got enough capital 
funds to enable them to absorb the higher totals. 

Mr. Harrison. Would an increased contribution from this country 
toward moving these people into these underpopulated countries re- 
lieve any of the pressure on this country to bring them in here? 

Mr. Warren. At this point, no. I think our $10 million for 194 
will provide the maximum advantage that we could give or get out of 
a money contribution in securing the maximum number of movement 
into those countries. The movement into those countries is controlled 
by other factors than the size of our contribution. 

Mr. Vorys. Will the gentleman yield ? 

Mr. Harrison. Yes. 

Mr. Vorys. Is this not true, that in a place like Venezuela, Brazil, or 
Australia, although a whole country may be underpopulated, yet if 
you get 20,000 or 30,000 people piling in that have no means to scatter 
out where it is underpopulated, you have a little overpopulation right 
in that spot, an undigested sort of a group, and it has to proceed at a 
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pace where they can absorb them and scatter them out, or you will 
have a little spot of overpopulation in an underpopulated country ¢ 

Mr. Warren. Australia has taken 723,000 people out of Europe, 
including the refugees, since 1945. Her rate of reception, I think, 
annus lly, was higher than even the peak that we experienced back in 
the days when they were moving in here pretty fast in the early part 
of the century. 

Canada has received 765,000 since the war. Well, last year they 
both got indigestion and they had to cut down. 

The Argentine has taken 600,000 since the war. 

What we are finding is that during the movement of refugees by 
IRO, we pretty well filled up the requirements for urban employees 
and now we are running into a more difficult period where more of the 
immigrants have to get out on the land, and that takes organization ; 
that takes expenditure of funds in Brazil, Venezuela, and in Australia. 
They need trained assistance. 

Mr. Harrison. If we bring in 240,000 more at this time they will 
be mostly urban. 

Mr. Warren. Yes. 
oe Furtron. By what facts do you speak? How do you know 
that ! 

Mr. Warren. I am afraid I did not quite understand the question. 

Mr. Fuuron. I do not think you are qualified to speak on that, 
either. I think you should stay within what you know. I do not 
think you have the knowledge to make a categorical answer of “Yes” 
to that. 

Mr. Warren. I am afraid I misunderstood the question. Would 
you be good enough to ask the question again ? 

Mr. Harrtson. I do not know whether the gentleman is qualified 
to say that the man is not qualified or not. 

I do not care to pursue it any more. 

Mr. Sarrn. Did you not raise the question as to whether or not we 
could take these 240,000 as suggested by the President? 

Mr. Harrison. I think I said they would be largely urban, and he 
said “Yes.” 

Mr. Futon. And I question whether he is competent to answer that 
question. 

Mr. Harrison. You can value his competency, and I can value it. 

Mr. Smirn. He can make a statement if he wants to. 

Mr. Futon. He says he does not understand the question. 

Mr. Situ. Do you understand my question ? 

Mr. Warren. I certainly hope very much that the Congress will act 
favorably on the President’s suggestion. It will make a ‘distinct con- 
tribution to the reduction of this problem in Europe where we are 
contributing money. 

Mr. Harrison. Nevertheless, it will be largely urban people who 
come in here. 

Mr. Warren. I do not believe that they will be largely urban people. 

Mr. Harrison. I thought you said a moment ago that the difficulty 
you are having now is that most of the people were largely urban. 

Mr. Warren. Oh,no. WhatI said before was that in the movement 
of the refugees to the Latin-American countries, chiefly, we had filled 
up most of the demand, the urban demand, for workers, and we are 
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now finding that in getting people into the Latin-American countries, 
we have to get them out on the land. 

Mr. Fuxiton. And, that program could be the program for America, 
too, on the 240,000? 

Mr. Warren. Yes. We face the same problem, and so does Canada. 
In other words, the demands for these people in all the countries is 
more on the land than in the cities. 

Mr. Smiru. It would be interesting to check back again and find out 
how many of these so-called people who were to go into the agricul- 
tural areas within 6 months or so, found themselves in the cities. 

Mr. Warren. I think, sir, that experience shows in practically all 
the countries of immigration that slightly in excess of 50 percent do 
stay. That is the general experience in Canada, Australia, Latin- 
America, and this country. In excess of 50 percent do stay. 

Mr. Harrison. In the rural areas? 

Mr. Warren. Yes. 

Mr. Harrison. That is certainly an exception down my way. 

Mr. Smiru. It is in my way, too. 

Mr. Warren. There is no country of immigration, that I know of, 
who has found an answer on how you can make a larger percentage 
on it. 

Mr. Smiru. On this question of overpopulation, it is always going 
to be overpopulated in some of those countries, is it not? 

Mr. Warren. I cannot predict that, but the problem of overpopu- 
lation that we are dealing with, here, is identifiable as a temporary and 
not a permanent and chronic problem which has developed as a re- 
sult of the dislocations of the war and as a result of the complete 
absence of migration from Europe during the entire prewar and war 
period, 

Mr. Smirn. How long will this program continue? 

Mr. Warren. I would assume that it will be wise, so far as we can 
see at the present time, for this Government to continue to participate 
and to give its leadership to this committee for a period of at least 3 
to 5 years in the future. 

Mr. Smiru. Do you have any figures to show the rate of increase 
in births over deaths, for Europe ? 

Mr. Warren. I can get those figures. I do not have them with me. 
The birthrate in Italy, for example, the increase in population in 
Italy resulting from birthrates is lower than that in this country at 
the present time, and it is lower than most of the countries in Europe. 
It is lower than France, and decidedly lower than the Netherlands. 

The problem in Italy has resulted from prewar policies of Musso- 
lini in stopping emigration to Latin-America, in the absolute stoppage 
of immigration from Italy during the war and the return after the 
war into Italy of some 500,000 Italian colonists who were sent to 
Ethopia, Eritrea, and Libya. They are now back in Italy and they 
contribute to this buildup of a bulging population which we feel must 
be reduced if you are going to avoid political and economic explosions. 

We think it is a comparable thing, as it is in Germany, because your 
German problem is of a similar nature. 

Germany has received 10 million so-called expellees and refugees. 
She has neal roughly about 8 million and they have made an 
enormous contribution to the development of her present economy. 
But, she just cannot digest the other 2 million. 
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(The following information has been supplied for the record :) 


The population trend in Italy is now following the pattern evidenced earlier 
in the rest of Western Europe. That is, there is a transition from high birth and 
death rates to a new balance of low birth and death rates. The Italian prob- 
lem does not result from a presently high birthrate. In fact, the birthrate in 
the United States has been higher than that of Italy over the last few years, 
and there are other countries in Europe which have higher birthrates than 
Italy. Births per 1,000 inhabitants in Italy in 1992 were 17.6, compared with 
France (1951), 19.4; West Germany, 15.7; Netherlands, 22.4; United States, 24.6 

Mr. Smrrn. That is all, Mr. Chairman. 

Chairman Curerrrrecp. Are there any other questions on this 
point ¢ 

Perhaps we can go ahead on the escapees. 

Mr. Furron. May I have one question ¢ 

Chairman Currerrrecp. Mr. Fulton 

Mr. Fuvron. From your experience with the displaced persons re- 
settlement program, under IRO, do you think it was a success? 

Mr. Warren. I do, sir, yes. I have no reservations whatsoever 
about that. 

Mr. Fuuron. And may I also add the statement that we in Penn- 
sylvania feel that the displaced persons movement was a success, and 
they have made very good citizens of our State. I am advised that of 
360,000 displaced persons resettled in the United States that there is 
now not one deportation case pending, which is certainly a fine record. 

Mr. Harrison. Do you predict if we pass the President’s measure 
for 240,000 more that we will have the same kind of success that we 
had under the Displaced Persons Act? 

Mr. Warren. I think it would be better. 

Mr. Harrison. Why do you think so? 

Mr. Warren. Simply because the groups we would select from 
under the President’s legislation, from what we know of them— 
particularly these German farm peasants, they are excellent material. 

Mr. Harrison. They are all from behind the iron curtain? 

Mr. Warren. They were the German minorities. They have been 
out since 1945. The end of 1945. They have been in Germany for 
7 years. 

Now there are others who are coming now who also would be ad- 
missible under the bill and certainly we would not accept anyone with 
respect to whom we did not have full knowledge and whose political 
beliefs we were not completely sure about. They are certainly going 
to be screened to the last bit of skin they have on the ground of 
security. 

We have some excellent material and I predict we will have better 
success with this group than we had with the refugees. 

Particularly when you include the Dutch. 

Mrs. Cuvrcn. Mr. Chairman, I have one question I would like to 
ask the gentleman with regar¢e. to this program. 

I wonder if you could tell me what happened to what was known 
in Germany at the time that IRO was mer as the “irreducible hard 
core.” I was told when I was over there making an investigation, 
that that “core” would have to be taken care of either by the German 
Government or by continued efforts through the churches. What was 
done? 
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Mr. Warren. I can answer that very quickly: When [RO was fac- 
ing liquidation, they had roughly about 34,000 actual individuals, the 
chief member of the family being what we call a real hard-core person. 

That is elderly, physical handicapped, or who presented the need 
for permanent, continuing care. 

IRO allocated something like $18 million to make arrangements for 
that group. Those arrangements were something on this order: They 
offered the German Government certain installations and sometimes 
$500, sometimes $750 as a cash advance in return for which the German 
Government or some voluntary agency accepted responsibility for 
that person’s care and the care of his relatives for the rest of his life. 

Mrs. Cuurcu. And they really got the number down to 34,000 ? 

Mr. Warren. Yes. They disposed of the entire group. 

Now similar arrangements were made with Sweden, Switzerland, 
and Denmark. For instance Norway took a large percentage of the 
blind. I think over 200 cases. 

Sweden was particularly interested in tuberculosis people. But the 
entire group under arrangements of that sort were finally disposed of. 

Now, it is also true that when IRO completed its activities, some 
400,000 persons who were registered with IRO, including these 34,000, 
remained in Europe and as of today, I estimate that over 200,000 of the 
400,000 are already self-dependent and completely on their own. 

They are earning their own living and are completely adjusted. 
There is another hundred thousand whose needs are temporary, who 
are scattered in the European countries, who are almost self-depend- 
ent. They may need assistance some time when they become unem- 
ployed or something of that sort. However, there are probably 100,- 
000 in all the countries of Europe who are pretty likely to prove to be 
permanent dependents. 

Mrs. Cuurcu. And none of them would be admissible under this 
act ? 

Mr. Warren. That is correct. They could not qualify. In fact, of 
this 400,000, they either could not qualify in 414 years of recruiting 
by reception governments, or they did not want to leave Europe. 
They were the people who either could not or would not go abroad. 

Mrs. Cuurcn. Thank you. 

Mr. Woop. We will now proceed with the escapee program under 
the Kersten amendment. 

(Discussion off the record.) 

Mr. Woop. Mr. Warren of the State Department will describe to 
you the program which is designed to provide reception facilities, 
care and maintenance and related assistance to refugees from countries 
behind the Lron Curtain. It is estimated this program will involve a 
cost of $8 million. 

In addition, although it has not been entered as a charge against 
dollar appropriations, it is estimated that about $2.5 million of local 
currency fund will be required over and above dollar costs for this 
program. This is a continuation of our present type of program. 

I should now like to ask Mr. Warren to describe the program to 
provide reception facility, care, and maintenance. 

Chairman Crirerrretp. Mr. Wood, before Mr. Warren proceeds, 
did you see Mr. Kersten’s statement of yesterday ? 
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Mr. Woop. I did not, sir. 

Chairman Currerrreicp. We have it here. I think we ought to 
have some comment on it. 

(Discussion off the record.) 

Chairm: an CurprerFieLp. I think, Mr. Martin, if you will look that 
over, then perhaps you can make some comment on it. 

Mr. Warren. I have not seen that. 

Chairman Currerrrecp. Mr. Martin can cover it, I am sure. 

Mr. Woop. Could you just proceed with the care and maintenance 
and reception ? 

Mr. Warren. The escapee program had its inception under the 
authority of the Kersten amendment (sec. 101 (a) (1) of the Mutual 
Security Act of 1951). 

On March 22, 1952, the President approved the use of funds for 
this plan which provided for supplemental care and assistance in 
resettlement for certain escapees from behind the Iron Curtain who 
had been granted asylum in Western Europe and this decision was 
communicated to the chairman of the appropriate committees of the 
Congress. 

The Office of the Director for Mutual Security authorized a total 
of $4.3 millions in appropriated dollars and approximately $2 million 
in local currency for this purpose. 

This authorization has since been reduced by $715,000 to comply 
with the President’s economy program as outlined in the Budget 
Bureau letter of February 3, 1953. 

In approximately 1 year of operation, the program has achieved 
substantial results at a minimum cost to the Government. Activities 
are being carried on in each of the major countries of first asylum 
benefiting 18,835 escapees. Improved facilities of initial reception 
have been provided and camps and living conditions are being im- 
proved. Food and clothing are being furnished to supplement that 
provided by the local governments and by voluntary agencies. 

Medical and dental services are provided to improve the health 
of escapees and to remove disabilities which prevent resettlement. 
Miscellaneous small amenities are provided to raise the morale of the 
escapees who have fled from demoralizing conditions and who face 
an uncertain future. 

Major attention is devoted to assisting escapees to resettle in coun- 
tries where they can achieve self-dependence and live under normal 
conditions in a free society. To this end vocational and language 
training programs are undertaken to qualify the escapees for resettle- 
ment and counseling and visa documentation programs are provided 
to further process escapees for resettlement. All escapees are screened 
for security in cooperation with other United States agencies to assure 
that all persons given assitance are bona fide anti-Communists and 
otherwise qualify for United States help. 

Any person who does not pass the security screening is declared 
ineligible for aid under the program. The program also contributes 
a part of the cost of moving escapees to their countries of resettlement. 

As a result of these efforts, at the end of April 1953, 4,279 persons 
had been resettled or were awaiting immediate transportation. United 
States assistance in these activities is essential, because, although the 
local governments spend large amounts in bearing the major cost of 
caring for escapees, the governments have not been able to provide the 
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level of assistance necessary to meet the political and psychological 
problems involved. 

United States participation has also been greatly assisted by the 
efforts of the several American and international voluntary agencies 
which carry out most of the United States program under contractual 
arrangements and which already have large staffs engaged in refugee 
and escapee assistance. 

Thus, with relatively small United States Government staffs, the 
program has directly brought about a marked improvement in the con- 
ditions of asylum and opportunities for resettlement offered escapees 
and has also stimulated increased contributions to the welfare of this 
group by local government authorities and by the voluntary agencies. 

These benefits to those who have escaped do not and are not designed 
to encourage additional persons to flee from behind the Iron Curtain. 
However, the escapee program does give positive evidence of the 
announced friendship and concern of the United States for the people 
of the Communist-dominated countries and offsets Soviet propaganda 
efforts to the contrary. 

The escapee program proposes for fiscal year 1954 (1) to expand 
the present European program; (2) to initiate limited programs in the 
Near and Far East to meet needs not now being met. The total obliga- 
tional authority required is $10,500,000, which includes local currency 
requirements and program direction costs. Of this total, $2,500,000 of 
local currencies can be utilized. 


CONTINUATION OF PRESENT PROGRAM 


Continuation of the present program in Europe is essential to main- 
tain and enlarge the progress which has been made. It is planned to 
continue the same general type of operation now being carried on, but 
to expand somewhat eligibility under the program. At present, eligi- 
bility is granted to recently arrived nationals of Russia, the Baltic 
States, Poland, Albania, Czechoslovakia, Hungary, Rumania, and 
Bulgaria, but is withheld from certain groups such as the Greek ethnic 
escapees from Rumania. In fiscal year 1954 it is proposed to expand 
this eligibility to such groups which it would be in the national interest 
to assist. 

ACTIVITIES IN THE NEAR AND FAR EAST 


It is proposed to extend the activities of the escapee program on a 
limited basis to assist anti-Communist escapees from Soviet Central 
Asia and mainland China. 

During a period when substantial sums were being applied to the 
care and resettlement of refugees in Europe, little attention has been 
given to similar problems in the Far East. This neglect has been true 
in the case of escapees from communism. 

In recognition of the vast proportions of the problem in these areas, 
and consistent with the agreed purposes of the escapee program, it is 
planned to limit assistance to groups or individuals where such assis- 
tance will facilitate the achievement of United States objectives. 

Two modest projects have been initiated in this area in the current 
fiscal year under the authority of section 303 (a) of the Mutual 
Defense Assistance Act of 1949, as amended. It is proposed to under- 
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take a larger program in 1954, which, however, will be only a token 
effort in terms of the vast size of the total problem in the Far East. 

The cost of this program to the United States is relatively smal! 
when related to the importance of the foreign policy issues involved. 

The escapee program is fundamental to ‘such basic United States 
objectives in Europe as the promotion of the overall defense and 
stability of free Europe and the securing for the free world of the 
friendship of the enslaved populations behind the Iron Curtain. 

These objectives are a distinct and recognized threat to the Soviet 
efforts to bring about conditons in the free European countries con- 
ducive to political tension and disintegration and to shut off the 
captive populations from all knowledge of or friendship with the 
free world. 

The success of the escapee program in furthering the United States 
objectives is demonstrated by the persistent efforts of the Soviet and 
satellite powers to discredit the program. 

To summarize, Mr. Chairman, after the International Refugee 
Organization discontinued its services, we found that the refugees 
continued to come across the Iron Curtain border. Back in 1951 
they were coming in at the rate of 1,000 or 1,500 a month. With the 
discontinuance of IRO assistance these refugees were completely de- 
pendent upon very low standard care in camps in Germany, Austria, 
Italy, and Grece. We learned that the very low level of their care 
was creating a great deal of dissatisfaction and raising questions as 
to the good faith of the free world in many of the protestations that 
were being made about it in propaganda efforts. 

Many of these people were returning in frustration behind the 
Iron Curtain. All of this came home very close to us because all of our 
efforts through the Voice of America and Radio Free Europe were 
being vitiated. 

Early in 1952, the President allocated $4.3 million under the pro- 
visions of the Kersten amendment and under the specific language of 
“and for other purposes,” and to that, the Director of Mutual Security 
added $2 million in counterpart currencies. We began in April 1952 
to attempt to reverse this very difficult situation. 

In the course of the year we have assisted by improving the reception 
facilities, by supplementing the food that has been given by Germany, 
Austria, Italy, and Greece; by providing clothing and medical care, 
and by providing other services that will help them to qualify for 
emigration. 

We have assisted approximately 18,000 plus, of whom 4,000 have 
been assisted to leave Europe and to proceed to other countries. 

We restricted our efforts solely to those who had come out and 
escaped from the Iron-Curtain countries since the Ist of January 
1948 ; in order to avoid particularly getting involved in this hard core 
of relief persons—persons requiring relief—that I have just described 
in answer to this last question. 

(Discussion off the record.) 

Mr. Warren. Now, in doing that, we have set up a comparatively 
small staff. 

All of this is done through contracts with the American voluntary 
agencies who are already ‘assisting the refugees through their own 
funds and our money is spent completely in supplement to what the 
countries of first asylum do, what the voluntary agencies do, in an 
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effort to create a much better atmosphere of hospitality for these es- 
capees. 

Ve believe that we have done that in part, but we feel also that the 
program should be extended and that we should provide for larger 
coverage. 

The request we are making now is for legislative authority for ex- 
tending the program to the Far East and for including larger numbers 
in Europe. 

We have been completely challenged as far as the Far East is con- 
cerned, by the fact that the United States Government seems to be pre- 
occupied with Europe to the neglect of the same identical interests and 
objectives in the Far East. 

We believe that there is some justice in that complaint that is par- 
ticularly advanced by Congressman Judd, but also by the voluntary 
agencies with which we de: al, and while the refugee S oblem and the 
escapee problem in the Far East is enormous and way beyond anything 
we could tackle, on an adequate scale, we do believe that opportunity 
would exist in the Far East to undertake certain projects of a limited 
scale that would tend to overcome this apparently just criticism that 
we are concerned about a specific political and economic situation in 
Europe and neglect the same problem in the Far East. 

Mrs. Boiron. That comes to how much, Mr. Warren ? 

Mr. Warren. $8 million, and about $2.5 million in counterpart 
funds. 

Chairman Currerrietp. Are there any further questions? 

Mr. Fulton 

Mr. Fuuron. I would like to make a suggestion that the correspond- 


ence between the minister in charge of refugees of West Germany, and 
our HICOG, be put in the record on the assistance requested for the 
refugees coming into West Berlin through East Berlin. 

I would like to know what the er of the negotiations have been 


and also why there has not been any public statement that we are giving 
some assistance to those people. 

I have some criticisms on your program in West Germany that in 
the refugee camps I am afraid that in certain cases the local political 
parties are making use of them—not to an alarming extent. 

We found some evidence of holding back shipment of refugees in 
certain of the camps in West Berlin for political purposes and we 
found in some cases a little evidence of recruiting them for vital areas 
for local political parties’ purposes. 

That is, where a party felt they were a little pressed they might 
want their own political people to move into there. 

I hope we do not get this refugee problem mixed up with the in- 
ternal politics of Western Germany or any country. 

Further, I think there should be some direct liaison with the peo- 
ple in charge of these camps so there is not proselytizing in the camps 
for these outside parties. 

In several camps that I was to, I saw political posters of the various 
parties on the bulletin boards and in some cases, even, I think rooms 
set aside for party purposes. 

My belief is that if the American people are called on to support 
the refugees, that we should insist on certain conditions that can only 
be made if we deal directly with the Government rather than through 
the voluntary welfare agencies that are largely American agencies. 
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The next point is this, that there is no doubt that among these 
refugees there are those who are sent for purposes other than being a 
refugee. I ran into that in a carp in south Germany where there 
was some so-called escapees and dexectors who were obviously sent as 
Communist agents. There was no attempt being made by the German 
Government either to keep them in, out of the economy where they 
could do damage, nor to keep them from the other refugees where 
they stirred up discontentment. While the number is small, they 
were mixed in with the refugees who had been screened and who were 
the legitimate refugees. 

Another point that I make is that I do not think there is enough 
attention being given to the handling of the younger people. There 
is not enough outside service being given to them nor indoctrination 
in the ways of freedom when they come from the eastern part of 
Germany. 

They are herded together in large groups, for example up near 
Bremen, and that camp—the camp I was to there—1 of 2—was clean, 
but there was not the aiming of these young people toward the rights 
and responsibilities, nor indoctrinating them in freedom. 

In the southern part of Germany I went to a youth camp and it was 
so bad—I had no official standing, but I certainly said it should be 
closed. 

I had gone to probably 100 displaced persons camps with members 
of this committee and a member of the Judiciary Committee, Mr. 
Chelf. At that time I was in charge of a subcommittee on displaced 
persons. I know what such camps are, but there are several of the 
current camps where I think pressure should be brought by our 
HICOG to increase the food allowance, and to get some activities. 
I understood some of these young fellows from the camp in southern 
Germany were out preying on the economy trying to get enough to eat. 

There are those problems that I think should be taken up directly 
with the Western German Government, by HICOG. My recom- 
mendation, which I made to the whole committee, Mr. Chairman, but 
I will make it here, is that there be more direct dealing between our 
Department authorities handling refugee problems directly on a gov- 
ernmental basis, instead of solely or in such large part through the vol- 
untary agencies. 

I think the voluntary agencies play a good part, but we nevertheless 
have to have emphasis on this other approach, too. 

Finally, in the Kersten amendment, I do not think the Department 
has construed the Kersten amendment broadly enough because it does 
aim in part toward military units being formed from refugees, but 
the other part of it permits us to help refugees as long as it is for the 
security of the United States. That help might be of any kind. 

It does not mean in particular military assistance, nor the forming 
of military units. 

I would like to see more of the Kersten amendment money used for 
the purposes of aiding refugees generally. 

I do not believe you have any breakdown as to the amount of 
Kersten amendment funds used for refugees. Do you? 

Mr. Woop. Eight million dollars is the amount to be used for the 
care and maintenance, Mr. Fulton. 
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Mr. Fuuron. Is that Kersten amendment funds, from the $100 
million ¢ 

Mr. Woop. That is right. 

(Discussion off the record.) 

Mr. Warren. Mr. Fulton, I must explain that the escapee pro- 
gram which I am describing here does not cover the German refugees. 

Mr. Fuuron. I realize that. Yes. 

Mr. Warren. I just wanted to make that clear. 

Mr. Furron. I talked of escapees and defectors, but when I spoke 
of the people coming in from East Berlin to West Berlin, I called them 
refugees. Displaced persons I call displaced persons, and of course, 
people who have been expelled, are a different group. 

Mr. Warren. May I make one other comment. With regard to the 
Valka Camp, you realize the Valka Camp contains in its population 
a great many of what we call the TRO residuals. The leftovers. 

Mr. Furron. It also contains a great many escapees from satellite 
countries who have not adequately been screened and have Commu- 
nists among them and there is no attempt at the Valka Laga to keep 
the Communist agents separated when we know they are such and are 
so identified as having been sent as spies. 

First see what the camp can get on intelligence, and secondly to 
disrupt the refugee camps. 

I would certainly separate those off. 

Mr. Warren. We have not been able to work that out completely 
with the Germans, but it is in process. 

Mr. Fuiron. That is one objection I would have to refugee han- 
dling so far. 

Mrs. Botron. Going back to the Far East what countries would be 
involved in this $8 million and the $2.5 million contract funds, and 
how many people? 

(Discussion off the record.) 

Mrs. Bourton. I understand, but are you asking for $8 million in 
money for this? 

Mr. Warren. $8 million in dollars and $2.5 million in counterpart 
funds. 

Mrs. Boiron. You are doing that as an arbitrary sum? It is just 
something you picked out of the blue ? 

Mr. Warren. Out of the total $10.5 million we are arbitrarily 
assigning roughly $1.5 million in the Far East. It is brand new 
territory as far as we are concerned. 

Mrs. Borron. Where is that to be found? The $1.5 million has 
appeared in 2 or 3 remarks. 

You say there is $1.5 million contract funds and you say there is 
$1.5 million assigned from a figure of $10 million. Where is the 
$10 million ? 

Mr. Warren. It is the $8 million and the $2.5 million. It is on 
page 2. 

Mrs. Bouron. I have here only $1.5 million. 

Mr. Warren. Yes, that is the Far East. The rest would be in 
Europe. 

Mrs. Bouron. I understand. It is in that $10 million. 

Mr. Warren. Yes. 
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Mrs. Bouron. Thank you very much. 

(Discussion off the record.) 

Mr. Vorys. Mr. Chairman, I would be glad to have that off the 
record, but I would like to comment on the record that in administer- 
ing this, I hope we will not take Mr. Fulton’s statement as the state- 
ment of the committee, nor my own statement, in which I entirely 
disagree with him as to expending the so-called Kersten amendment 
into a general resettlement proposition. 

I hope you would not take either of our statements as the view of the 
committee. If we have views, we will express it in our report. 

I wanted what I said on the record. 

Now, proceed. 

Chairman Curverrietp. If you would care to have this off the 
record, let us know. 

(Diseussion off the record.) 

Mr. Vorys. I would hope very, very much that a statement can be 
prepared for inclusion in this record to the effect that to date no 

way has been found to organize the liberation legions or the type of 
military organizations referred to in the congressional debate on this 
amendment which would be effectively militarily and which would 
not be attended by great harm to the very nations that are referred to 
in the amendment. 

As I have understood it, the proposal which sounds very appealing 
that we have a liberation legion made up of units from the various 
Iron Curtain countries 

Chairman Cxatrerriecp. Under their own flags 

Mr. Vorys. Under their own flags, in NATO, is a practical impossi- 
bility from a military, strategic, and political standpoint. That is 
true for these reasons: 

Merely to organize such forces involves tremendous language diffi- 
culties and so forth. 

They would be quite small and we would have the problem repeated 
that we have in Korea of a small unit with special languages and so 
forth that are militarily not of a size that can be effective. 

Then you would also have the problem that as soon as they are re- 
cruited that that is a step toward preventive war. You are not 
going to liberate countries militarily unless you invade them and chase 
out the people who are supposed to be occupying them. 

The third practical objection as I have understood it, was that since 
there is not going to be any liberation legion launched to fight in the 
next year or so, no Pole or Czech or anybody else wants to join an 
army under his native flag to be a defensive force for Western Europe, 
and you just won't get anybody unless they are people who are look- 
ing for a job and would be glad to join any sort of a foreign legion 
and might be recruited into the forces of any country to fight. 

You can prepare that separately, because I would like to hand that 
to Mr. Wood. 

I hope instead of giving us the difficult task every time of having 
nothing to say and standing around with our fingers in our mouths 
on the floor that we would have a statement of the thing which is mil- 
itarily sound, up to date. 

Now if those are the facts of life and we could have them in the 
record, it would be of enormous help to us in meeting something that 
is very appealing. 
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Now, off the record. 

(The then following remarks were not reported.) 

Chairman Cutperrirecp. What is the order of business, Mr. Wood ¢ 

Mr. Woop. The order of business now, Mr. Chairman, is as follows: 
We have left before we come to the discussion of the unexpended 
balances, just a few items. First, I would like to cover very briefly, 
largely by insertion in the record, our request for an authorization 
of $1,825,000 for the payment of ocean freight in the shipment of 
voluntary relief packages. This is a matter with which this com- 
mittee is thoroughly famiilar. I doubt that much need be said about 
it. I might just point out, however, that in fiscal year _ the 
amount was $2.9 million; that the approximation for fiscal year 1953 
was $2.6 million, and that this year we are requesting $1.8 snillien. 
Congress has often passed on this issue. This is to pay the ocean 
freight on voluntary-relief shipments of clothing and food by CARE 
and others. 

Chairman Curperrimetp. The shipping provisions which are not 
part of what you are speaking of, are the same as in last year’s act. 

Mr. Woop. That is right. They are 50-50. 

There is a statement I have here which gives the facts and figures 
on this request. If there are any questions, I will attempt to answer 
them. If not, I will put this in the record. 

Chairman CxrerrFreLp. Without objection it will appear in the 
record at this point. 

(The document referred to follows :) 


Section 504, OcEAN FREIGHT—THE MUTUAL Securtiry ProgRAM FoR THE FISCAL 
YEAR 1954 


American voluntary help to the war distressed overseas is worldwide. It 
maintains the tradition established during and following World War I when 
friends and enemies alike were fed and clothed. 

While the mainspring of this relief is the great value of contributions from 
millions of our citizens it is made possible in productive application by the 
assistance of our Government, the governments of the participating countries and 
their citizens. 

Thus, Congress for some years has recognized the complementary value of yol- 
untary relief to governmental programs of general assistance. General assist- 
ance provides the basic necessities through rationing or otherwise, a task that 
only governments can finance and undertake. Voluntary help, through the provi- 
sion of high-protein foods such as dried milk and eggs, as well as used clothing, 
reaches the vulnerable groups—children, mothers, invalids, and others—in need 
of supplementary aid. 

Moreover, it may be noted that such voluntary help carries the identity of 
American humanitarianism in ways not possible through the impersonal chan- 
nels of governmental programs. The voluntary agencies are represented on 
the ground by American citizens. These agencies are registered with the Ad- 
visory Committee on Voluntary Foreign Aid of the Department of State and 
are required to submit periodic reports of their operations, income, and outgo, 
as the measures of their responsibility. The agencies operating in Marshall- 
plan countries, by agreement with the governments of the participating countries 
which receive grants in aid, may be reimbursed by authority of section 535 of 
the Mutual Security Act for the cost of ocean freight on supplies in support of 
programs approved by the Advisory Committee on Voluntary Foreign Aid and 
where the beneficiary governments enter the supplies duty free and provide 
interior transport. 

Table I gives for the past 5 years, that is to March 31, 1953, the relative vol- 
ume, value, and cost of freight of the supplies shipped by the voluntary agencies 
to various countries over various times and the relative contributions and cost 
to the agencies and to the Government. 
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The estimates for the fiscal year 1954 are much less than one-half of the ex- 
penditures of 5 years ago. The estimates include the continued support of pro- 
grams in Western Burope, the greater part for refugee welfare, and for expansion 
to the countries in the Middle East dependent upon agreements with the par- 
ticipating governments providing duty-free entry and interior transport of sup- 
plies. Such agreements are intended to supplement point 4 programs. 


TaBLE II.—Fiscal year 1954 budget estimates and program—<'cean freight 
voluntary relief supplies, under terms of sec. i117 (c) of HCA Act of 1948 and 
sec. 535 of Mutual Security Act of 1951 


Appropria- Estimates, 
tion, fiscal fiseal year 
year 1953 1954 


Actual, fiscal 
year 1952 


Voluntary agencies : 1 $1,609,400 | 1 $1,386, 000 8 $1, 825, 000 
Post Office Department. ‘ 1,356, 815 | 2 885, 000 


| 


Total hs neo " : a 2, 966, 215 2, 271, 000 | 1, 825, 000 


bi, 2555 


1 Reduction not primarily in changes in voluntary agency programs but due to reduction in authorization 
ceiling for fiscal year 1953. 

2 Parcel post subsidies terminated to all countries Mar. 31, 1953, a saving of $316,500 for the fiseal year. 
Parcel post subsidies cost 4.4 cents a pound compared to 1.75 cents for voluntary bulk shipments. 

419 agencies will participate—American Friends Service Committee, American Jewish Joint Distribu- 
tion Committee, American ORT Federation, American Middl t Relief, Brethren Service Committee, 
CARE, Inc., Church World Service, Congregational Christian Service Committee, Foster Parents’ Plan 
for War Children, Greek War Relief Association, Hadassah, International Rescue Committee, Lutheran 
World Relief, Mennonite Central Committee, Near East Foundation, Save the Children Federation, 
Unitarian Service Committee, United Lithuanian Relief Fund of America, War Relief Services National 
Catholic Welfare Conference. 

Sec. 117 (c) of the ECA Act of 1948 applies only to shipments to “participating countries under the 
Economic Cooperation Act.”’ Sec. 535 of the Mutual Security Act of 1951 authorized extension to 
countries eligible for economic and technical assistance. In addition to Western Europe this permits 
extension to India, Pakistan, Israel and the Arab States to supplement point 4 programs. This extension 
and the availability of 90 million pounds of dried milk by the Department of Agriculture accounts for the 
increase of $439,000 over fiscal year 1953. But the cost may be less than the authorization in view of shift 
from Western Europe to the East and dependence upon eastern countries like the West to provide free 
customs entry and defrayment of interior transportation costs; and, too, the adequateness of the voluntary 
agencies’ budgets to carry the domestic freight charges in view of the speculative nature of the public’s 
contributions. 


Shipments to Korea do not fall within the provisions of the Mutual Security 
Program. However, the programs of the voluntary agencies are for obvious 
reasons assuming such proportions that it is desirable to invite attention to the 
present situation. The agencies must bear the expenses of the collections from 
source to United States dockside. An exception is in the case of countrywide 
campaigns for used clothing and other relief articles of general use where the 
domestic expense is borne by allocations from the community chests through the 
United Defense Fund. From dockside the Army takes title and transports any 
supplies which are for general distribution through the UNCACK pipeline. 
Where the voluntary supplies are in support of designated institutions or projects 
in Korea the agencies must bear the ocean freight costs as well. In the case of 
special projects which are a direct part of UNCACK or UNKRA programs the 
ocean freight may be paid. The voluntary agencies can expand their programs 
to meet the increasing social necessities in Korea if they can enjoy the same 
financial assistance with respect to transportation costs that they now enjoy 
under the Mutual Security Program. 


83064—53——_74 
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Taste IIIl—Advisory Committee on Voluntary Foreign: Aid, Department of 
State—Cumulative summary of commodities offered for general distribution 
in Korea through UNCACK by United States nongovernmental agencies (Sep- 
tember 1950 through April 1953) 


Pounds Dollar value 


Food 
American Relief for Korea 
CARE, Ine 
Church World Service : 
War Relief Services— VNC WC 
Other (including undesignated donors 


100 
328 


Total 


Wearing apparel and household goods 
American Friends Service Committee - i 325, 125 
American Relief for Korea ? a 11, 947, 475 | , 101, 732 
CARE, Inc d : ose 370, 757 | 531, 418 
Church World Service- - . 7 : . 658, 166 634, 954 
Lutheran World Relief J 207, 502 | 207, 039 
Oriental Missionary Society : 102, 883 
Save the Children Federation ; 5, 586 86, 359 
Seventh Day Adventists bi ; : { ( 10, 000 
War Relief Services—NCWC 3, 33 3, 439, 158 
Other (including undesignated donors) 251, 68 206, 029 


Total os * : a 16, 644, 697 


Medical, hospital, surgical, sanitary equipment and supplies: * 
American Friends Service Committee : ; 9, 322 1, 838 
American Relief for Korea ‘ 5 89, 432 16, 857 
CARE, Ine j 84, 742 48, 312 
Church World Service s 16, 490 41, 181 
Lutheran World Relief aii _ 431 431 
War Relief Services—NCWC en > Gineie den ade 132, 091 15, 
Other (including undesignated donors) eee ols 542 1, 950 


SE tense then . = sai ; 330, 050 


Agricultural rehabilitation: Brethren Service Commission—Heifer project 
(210,000 hatching eggs, 100 goats, 300 pigs) 60, 640 


Total 60, 640 | 


Educational-vocational supplies and equipment: ¢ 
Committee for a Free Asia 2, 000, 000 | 
Save the Children Federation 17, 566 , 702 
Other (including undesignated donors) 2, 640 3, 600 


Total 2, 020, 206 | 302 


Miscellaneous children’s supplies 
American Relief for Korea 315 | 315 
Save the Children Federation 4, 624 , 500 
Other (including undesignated donors) 15, 322 5, 700 


Total 20, 261 | 33, 515 


Grand total “ 25, 520, 103 | 18, 493, 257 


' Includes shoes, new and used clothing, blankets, and bedding. 
? Totals shown for AR K include donations from its member agencies as follows through Mar. 31, 1953: 


Pounds Dollar value 


American Friends Service Committes 638, 727 $578, 814 
Church World Service 219, 683 207, 690 
Lutheran World Relief 204, 858 294, 182 
Mennonite Central Committee 69, 297 58, 495 
Save the Children Federation 902, 503 891, 252 
War Relief Services—-NCWC 985, 771 1, 209, 680 


Total 3, 110, 839 3, 330, 113 


hese amounts are in addition to the totals shown in the summary for each of these agencies. 
includes bandages, medicines, and soap 
‘ Includes newsprint, school kits, and tents 
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Pante IV.—Advisory Committee, on. Voluntary, Foreign Aid, Department of 
State—Cumulative summary of relief shipments made by American voluntary 
agencies to designated consignees in Korea (SOP 16) (November 1952 through 
Varch 1953) 


Pounds Dollar value 


Food 
Assemblies of God 246 $354. 00 
CARE, Ine 21 , 997 5, 570. 00 
Church World Service 317 66, 946. 50 
Methodist Mission 95 2, 538. 00 
Presbyterian Mission 22 900. 00 
Seventh-day Adventist Mission , 197 9, 701. 25 
Unitarian Service Committee 248, 39, 909. 08 
Voice of China and Asia 05 3, 755. 00 
War Relief Services—NCWC 203, 68: 24, 201. 20 


Total 521, 87 53, 375. 03 


aring apparel and household goods 
Assemblies of God 

CARE, Ince 

Church World Service 

Methodist Mission 

Seventh-day Adventist Mission _. 
Voice of China and Asia 

War Relief Services—NCWC 


Total 


Medical, hospital, surgical, sanitary equipment and supplies: 
Cc hureh World Service. Sania — 
Methodist Mission 
Presbyterian Mission 
Seventh-day Adventist Mission - 

War Relief Services—NCWC 


Total... 


caine supplies and equipment: 
CARE, 
Orient: n Missionary “Soe iety Mission 
War Relief Services—NC W¢ 


Total 


Agricultural rehabilitation: 
Church World Service 


Tal. ckisii<. 7 


Educational-vocational supplies and equipment: 
Church World Service a: 
Presbyterian, Mission.-.. -.. 


Total 


Reconstruction supplies and equipment 
Chureh World Service. 
Voice of China and Asia- 
Oriental Missionary Society Mission 


0 ee . san seine 2, 947 . 233. 7 


Miscellaneous supplies 
Chureh World Service__..-. ‘ : 4 ; . 06 450 
Methodist Mission : : a ; : 600 


Total_._- piaébene Je ox , 456 1, 050. 00 


Grand total... zeal < . , 892, 271 ‘* 350, 359. 56 





Mr, Woop. We have present Mr. Joseph Henderson of the State 
Department who testified a short while ago in connection with the 
United Nations Korean Reconstruction Agency request, and Dr. 
Martha Eliot, who is the United States representative on the Execu- 
tive Board of the Children’s Fund. They will speak to the Chil- 
dren’s Fund. I should like to call on them now, pointing out before 
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they start, that this would leave one other item to cover, namely, 
chapter 3 of the bill, which deals with special weapons planning. 

Chairman Currerrietp. We want to have some testimony on that, 
I believe, Mr. Wood. I have discussed this matter with several mem- 
bers of the committee. They wonder why it can’t be done under the 
Armed Services Committee and the appropriations that are made in 
that field. We seem to have added $250 million to this bill for special 
weapons with no apparent connection with what we are doing in the 
regular program. I for one feel very seriously that it may belong i in 
that other field. 

Mr. Woop. I shall be glad when we finish the Children’s Fund testi- 
mony to attempt to explain the reasons why this request was included 
in this bill. Lam prepared to do that this morning. 

Shall we proceed with the Children’s Fund ? 

Chairman Cutrrerriretp. Very well. Mr. Henderson, do you care to 
proceed with a statement ? 


FURTHER STATEMENT OF JOSEPH S. HENDERSON, DIVISION OF 


INTERNATIONAL ADMINISTRATION, BUREAU OF UNITED NA- 
TIONS AFFAIRS 


Mr. Henverson. I have a prepared statement which, if I may, I 
shall submit for the record and then comment briefly on the program. 

I welcome this opportunity to appear before your committee to 
present the reasons why the United States should continue to su 
port an international children’s welfare program, and to review brie y 
for you the program and accomplishments of the United Nations 


International Children’s E mergency Fund—UNICEF—since its in- 
ception : 


UNICEF was established by the United Nations General Assembly in Decem- 
ber 1946 to help relieve the suffering and misery of children throughout the 
world, resulting from the devastation of the war. During its first 4 year's the 
fund’s resources were devoted largely to meeting the emergency needs of chil- 
dren in Europe for food, clothing, and medical attention. By the end of 1950 
UNICEF had provided approximately $113,425,000 in aid to children, Of this 
amount, 78 percent was for this emergency relief. With respect to geographic 
distribution, 76 percent went to Europe. 

In December 1950 the General Assembly voted to extend UNICEF for 3 more 
years, through December 31, 1953. During this period, largely as the resuit of 
the efforts of the United States, the program emphasis has shifted from the 
emergency mass feeding and care of war victims in Europe, to assisting under- 
developed countries in Asia, Africa, and Latin America in the development of 
local maternity and child welfare programs with lasting benefits. From 1951 
through March 1953 the fund approved approximately $29,360,000 for all projects, 
of which 68 percent was for long-range programs in underdeveloped countries. 

The United States has given strong support and leadership to the UNICEF 
program from the beginning. To date the United States has contributed a total 
of $87,416,667 to the fund. The executive branch is requesting $9,814,333, in 
addition to the $6,666,667 previously appropriated and contributed, for con- 
tribution to the UNICEF program through December 31, 1953. The $9,814,333 
has already been authorized by the Congress for this purpose but not yet appro- 
priated. Sixty-three governments and hundreds of thousands of individuals all 
over the world have also made substantial contributions to enable the fund to 
carry out its program of aid to children. The total funds made available to 
UNICEF have, under agreements with the countries receiving aid, been more 
than matched by the recipient countries themselves. As a result of these com- 
bined efforts, UNICEF has become an outstanding symbol of a successful United 
Nations activity. To millions of persons, many in remote areas of the world, its 
concrete benefits in feeding and clothing children and protecting them from dis- 
ease, have conveyed the real meaning of international cooperation through the 
United Nations in tangible and understandable terms, 





MUTUAL SECURITY ACT EXTENSION 1169 


The United Nations General Assembly will consider the future status of the 
Children’s Fund this fall, at which time it will determine the nature and sub- 
stance of any new international children’s welfare program for the period 
beginning January 1, 1954. The executive branch believes that it is in the 
interest of the United States, for political as well as humanitarian reasons, to 
continue its financial support of international children’s welfare work. ‘The 
executive branch is therefore requesting an amount of $9 million as a contribution 
in calendar year 1954. This amount is an approximation of the average amounts 
which the United States has contributed to UNICEF during the past 3 years, or 
which have been authorized for contribution. 

Much has been accomplished by the Children’s Fund in the past. There is 
much more te be done in the future. Of the approximately 900 million children 
under the age of 15 in the world, an estimated 500 million live in economically 
underdeveloped areas. The surface of their needs has only been scratched. 
When projects now underway are completed, approximately 60 million children 
will have been reached by UNICEF in 69 countries and territories. Many 
governments, with UNICEF aid, are initiating or expanding child welfare pro- 
grams of theirown. Further assistance must be given these governments if their 
initial efforts are to culminate in the development of effective permanent pro- 
grams which can be carried on without outside aid. It is our hope, therefore, 
that the Cengress will give its support to the request of $9 million for contribu- 
tion to a further program of international children’s welfare work. 

Mr. Henperson. The United Nations’ Children’s Emergency Fund 
has been operating since 1947. 

In 1950 the United Nations took the decision to extend the life of the 
fund through December of this calendar year. I mention this only 
because there will need to be a decision this summer before the Eco- 
nomic and Social Council of the United Nations as to the nature, scope, 
and content of a new program es January 1, 1954. It is for 
that reason that it is difficult to talk about the $9 million requested in 
terms of a UNICEF program because the decision as to what the new 
program will be has not yet been made. We act on the assumption and 
anticipation, however, based on the information coming to us from 
other governments as well as our own feeling, that this new program 
of international children’s welfare work will be substantially the same 
as the current UNICEF program. 

The $9 million for which authorization is requested was arrived at 
by taking an approximation of the level of the United States support 
for UNICEF during recent years. 

If I may, Mr. C hairman, I would like to comment later on as to the 
administration of this pledge if it is favorably received, but at the 
moment if I may call upon Dr. Eliot, whom I am sure is known to 
some of you as the head of the Children’s Bureau of the Department 
of Health, Education and Welfare, and who is the United States 
representative to the Executive Board of UNICEF. 

Mr. Vorys. May I have just one question: I thought that the 
UNICEF was to wind up as of December 31, 1952. 

Mr. Henperson. No, sir, 1953. 

Mr. Vorys. When was that action taken? 

Mr. Henperson. That was in 1950, to extend it for a 3-year period, 
beginning January 1, 1951 through December 31, 1953. 


STATEMENT OF DR. MARTHA ELIOT, UNITED STATES REPRESENTA- 
TIVE ON THE EXECUTIVE BOARD OF UNICEF 


Dr. Extor. I appreciate very much being given the opportunity to 
appear here in support of this item for extending the authorization in 
behalf of this international organization that is commonly known as 
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UNICEF, that name having been derived from the initial letters of 
its full name. 

It has been explained to you that I am a representative on the 
Executive Board of UNICEF. I would like to point out to you also 
that I hold a position on what is known as the Program Committee of 
the Board. All matters of program come before that Program Com- 
mittee before they are submitted to the Executive Board of the organ- 
ization, in order that a very thorough study may be made of the type 
of work that is being undertaken. 

I speak of this because I would like to outline briefly for you how 
UNICEF works. I sometimes think that we who try to represent to 
the Members of Congress these organizations do not tell you really how 
the organizations operate. I am not only on the Board and the Pro- 
gram Committee, but I am a member of a joint policy committee 
between the Board of UNICEF and the World Health Organization. 

That joint committee is a very important committee, because in the 
meetings of that committee there is laid down for the benefit of 
UNICEF, a policy with respect to the health programs to which 
UNICEF gives support. It is in that committee also that the policy 
is determined as to what programs, what health programs, UNICEF 
shall take part in and how UNICEF will dovetail its work with the 
operations of the World Health Organization. 

Now, I would like to tell you why I am in a position to give you 
some of this background. 

Six years ago when UNICEF was first started, I had the oppor- 
tunity of serving as a member of the staff of that organization to out- 
line for them their first programs in the European. countries, and I 
made the first technical visits to the European countries for the organ- 
ization to assist them in laying down the plan for that emergency 
program of those days. That was initiated in 1947, 1948, and 1949, 
as I am sure the members of this committee know well. 

Following that brief sojourn with that organization of 4 months, 
I served as a general advisor to them for a period of time. 

Then, in June of 1949, I became Assistant Director General of the 
World Health Organization, and went to Geneva to serve there for 2 
years in that capacity. 

While working for the World Health Organization I had in my job 
of assistant director general responsibility for advisory services to 
governments. I had the responsibility of working out policies with 
UN ICEF, so that I have worked with this organization not only from 
within, but from the point of view of the World Health Or ganization, 
in cooperating with this organization. 

During the 2 years I was with the World Health Organization I 
think I may say that great progress was made in working out good 
working relationships between the 2 organizations. 

I took — interest, because of my earlier concern for the program 
of UNICEF, in seeing that the two rograms could work together. If 
more detail is needed on that, I will be glad to supply it for you. 

I think the upshot of it all was that the working relationships of 
these two international organizations today are very good. 

I think, therefore, I am reasonably familiar with the working of 
UNICEF and its current program. I have been on the Executive 
Board of UNICEF ever since September 1952. 
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Recently, and in connection with the future program of UNICEF, 
I have been in the position to review with the Board and with the 
executive director of UNICEF the proposals that are being made for 
the work that would be carried forward if the UNICEF itself were to 
be continued by the General Assembly next fall. 

I would like to speak just a word with respect to the way in which 
UNICEF works, what the characterization of its program is. In the 
first place, it really serves in the international field as the spokes- 
man for children. It focuses attention on the needs of children, the 
needs of all sorts in the different countries. 

The representatives of this organization that are placed in the 
regional offices of the organization discuss with the governments 
what the governments themselves feel are the greatest needs of children 
in their countries. 

The representatives of UNICEF seek help from the special pro- 
fessional members of the specialized agencies of the United Nations 
system, namely, World Health Organization, Food and Agriculture 
Organization, and others, in defining the professional or the technical 
aspects of the programs that are to be carried out. 

This work is done particularly with the World Health Organization 
and with the Food and Agriculture Organization. 

These representatives also advise the governments that make re- 
quests for help on how the proposals can best be carried out. Not 
only does the representative of UNICEF go to the country that makes 
a request, but it is UNICEF’s policy to invite representatives of the 
specialized agencies to go with the UNICEF representatives when 
thes visit the country to develop the plan. 

They offer advice together on the personnel that would be required 
from outside the country to carry out the proposals of the country, 
and on the kind of equipment or supples that would be required. 

The representatives of UNIFEC together with the specialized 
agencies develop with the country a written plan. There is an actual 
written plan for every project that comes forward. There is developed 
an agreement between the Government and the United Nations organ- 
izations, which shows exactly what contributions the government 
itself will make, what contributions WHO, for instance, will make, 
and what contributions UNIFEC will make. 

I speak of these things just to show you that there is a really sound 
planning process that goes forward. 

Mr. Henderson has told you of the change in the character of the 
program, and I would like you to know that I was still with WHO 
when this change took place, and I know that there was a material 
change. This change really was based upon the recommendations 
made by the United States Government at that time. 

I presume that you know about the programs that are carried on. 
If there are questions that you would like to ask me about the long- 
range programs of development of maternal and child-health centers, 
the control of communicable diseases, the programs for training the 
local people so that the programs will be practical and not too elab- 
orate so that the countries themselves can carry on the job, I will be 
happy to answer them. 

I think probably this is sufficient. The last statement I would like to 
make is that this program works. That is the extraordinary thing 
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about it, in these countries I have visited many, many of the countries 
that I am referring to, and I have seen it actually working myself. 

Chairman Currerrrecp. Thank you, Dr. Eliot. 

Are there any questions? 

Mrs. Bouron. You are satisfied with the amount that is asked for? 
I am sure you are not satisfied, but can you do a job with it? 

Dr. Exior. We can do a job on it. 

Mrs. Boiron. Can you do a job for less? 

Dr. Eusor. Of course, a job can be done with less, but it will not be 
an adequate job to meet the need of the countries. 

Mrs. Boiron. It might be temporarily a possible thing to do, how- 
ever, because of the very grave financial situation in which the United 
States finds herself, and because of the importance placed by the 
President upon certain cuts being made. 

Dr. Exsor. May I say one thing in connection with that: This pro- 
gram reaches villages. It reaches people. The people in these villages 
know from whence the supplies come. The people in these villages 
know that this is a United States-supported program. 

[ think that for the United States to spend on a year’s basis, which 
this request would authorize, $9 million, to make this type of program 
in behalf of children known throughout these underdeveloped coun- 
tries, is a modest sum, indeed. In this day, I think that it is a sum 
which will bring tremendous applause to this country if we can see 
our way clear to go forward with helping this program which we 
really feel is good. 

Mrs. Boron. I have a sense that you and I are in agreement over 
the fact that the only real riches any country has is its children; 
that there is no knowing what child that is saved through such pro- 
gram might become a leader in an area, or across the world, and pos- 
sibly save a situation 25 years from now, or 20 years from now, or 15 
years from now. 

I think the children’s program has an appeal in itself that is uni- 
versal; it is something that this country should take under very great 
advisement before it does anything to interfere with an adequate pro- 
gram. No waste, no possibilities of overstafling, no possibilities of 
anything of that kind, so that the countries themselves know that we 
are doing it at cost to ourselves—that is vital—and that we could not 
propose to do it wastefully. 

Dr. Exsor. I think all of that is very true and that the countries 
really are most concerned and interested that this program should go 
forward. 

At the recent Board meeting of UNICEF in March, 1953, when the 
various countries were stating their position with respect to the con- 
tinuation of this program, there was an overwhelming majority in 
favor of its continuation because of the way in which it reaches the 
villages, the families, the children. 

I think I may say that it reaches probably more individual families 
and children and villages than any other of the U. N. operating 
programs. 

I think there is no doubt about that. I think that people who are 
helped realize that this country is very materially involved and very 
much concerned with that help. 

Mrs. Boxron. I think that you in your turn will have to recognize 
the fact that there was almost an agreement made with the Congress, 
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and there was a great deal of feeling stirred by the action that was 
taken 2 years ago or a year ago, in the matter of stopping the program. 
It was understood that it should end. I would not be too sure of 
that, but I know there is antagonism in the Congress that we will have 
to meet. I am simply saying that to have it on the record. 

Mr. Benriry. Dr. Eliot, this is a United Nations project, and a 
very worthwhile one, but Iam wondering if you can explain the reason 
that the United States gets the credit you say it does for this assistance, 
when the assistance is given as United Nations projects. Am I cor- 
rect ¢ 

Dr. Exsor. That is perfectly correct. The assistance is given in 
the name of UNICEF. 

The reason I know that the United States is understood well as one 
of the major sponsors is that the supplies which go to the countries 
in many, many instances are coming from this countr y- Itisa policy 
of UNICEF to retain the packages and the marks of the country 
from which the supplies come when they are delivered in the coun- 
tries and in the villages. 

That is true not only for the supplies that come from the United 
States but the supplies from all of the countries that are distributing 
in one way or another—and the equipment. For instance, when I 
was in Delhi and saw them setting up an X-ray outfit, the « equipment 
had been shipped from the United States and it was clear that it had 
come from the United States. 

So, I have seen wherever I have been—and I took special interest 
in this, obviously, because I am a citizen of the United States, and 
therefore was interested to see the extent to which the United States 
was known in these countries. 

Many of the people in the localities that I visited were the UNICEF 
people, or were the World Health Organization people. They knew 
I was an American, and they would ask me many questions about the 
interest of the United States in these programs. 

Mr. Benttey. In other words, so far as the effect upon the recipi- 
ents is concerned, it might just as well be direct United States aid? 

Dr. Exror. I am not sure of that, either, Mr. Bentley. Most of the 
countries who are receiving this help belong to the World Health 
Organization, as I say. Many of them are represented in the Board 
of UNICEF. Not all of them, though, because UNICEF provides 
help—well, during the current year, to : 69 countries, all but 5 of which 
are in the underdeveloped areas of the world. These supplies also 
are marked with the name of UNICEF. There is no question about 
that. The programs are developed with the countries by the UNICEF 
program. 

I think there are great advantages of having aid of this sort going 
through the United Nations, because they have a feeling that they 
belong to these organizations, and that they are themselves con- 
tributing not only to their own country when they put in supplies 
and personnel, and their own local currencies, to make these programs 
go forward, but many of these underdeveloped countries that are 
receiving help i in one way or another are actually themselves giving 
help to another country in a way that they can afford to give. 

ou see, the program of UNICEF is a program of providing sup- 
lies that cannot be provided within the country where the project 
is being developed. They are entirely supplies coming from the 
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outside; and, therefore, the fact that this is a great group of countries 
working together in the program to help themselves, to help each 
other, I think is something that we like to, as Americans, support. 

Mr. Benriey. Thank you very much for your interesting statement, 
Doctor. 

Mr. Smiru. I am wondering if we could have for the record, Mr. 
Henderson, a statement, showing the participating countries, and the 
amounts that have been contributed. 

Mr. Henperson. Yes,sir. Ican furnish that back to 1947, sir, from 
the beginning of the program. 

Mr. Smiru. I think that would be very fine, for the recor. 

(The information requested is as follows:) 


United Nations International Children’s Emergency Fund 


[Goverrmental contributions by years in United States dollar equivalents] 


1947 1948 1949 1950 1951 1952 1953 ! Total 


Afghanistan = 3, 000 8, 000 
Australia 7 : 2, 000 000 44 
Austria d 9, 977 35, 189 J 23, 408 
Belgium 5, 335 B 455 
Bolivia 000 , 000 10, 000 
Brazil 91, 644 5, 253 725 161, 725 
Brunei 9, 000 
Bulgaria 
Burma 50, 400 56, 000 56, 000 
Cambodia 2, 000 
Canada 5, 000, 000 8 909 , 000 204 507, 614 
Ceylon , 000 . 500 7, 497 
Chile 5, 000 ., 764 47, 213 
China , 25, 000 . 
Colombia , 752 25, 000 
Costa Rica y , 000 5 
Cuba 
Czechoslovakia 000 300. 
Denmark 740 ‘ 28, 29, 000 
Dominican Repub- 

lic 70, 000 50. 000 
Ecuador , 664 
Egypt 
El Salvador. . 
Ethiopia 24, 000 
Finland 32, 900 . : oth 
France 7 557 , 33: 000 : | 500, 000 
Germany 048 119, 000 
Greece 10, 34, 267 
Guatemala 000 
Haiti , 000 
Honduras 
Hungary , 677 , 686 ; b ‘5 
Iceland 38, 74: 5, 000 3, 3, 069 
India 3 30, 22! 21, 000 by 252, 315, 000 
Indonesia 000 ' 100, 000) 
Tran , OAD . é 
iraq , 000 
Israel . 25, 200 
Italy 
Japan _. ; i 220, 100, 000) 
Tordan , 400 
Korea 1, 000 
Liberia > » 000 
Liechtenstein 
Luxembourg . 3, 000 3, 3, 3, 000) 20, 
Malaya . : 29, 400 24, 500 53, ¢ 
Monaco ; 1, 142) 1, 
Netherlands 2, 3 , 315 39, 474) 97, 
New Zealand 220, 000 , 913, 000 
Norway - i » . 28, 000) 147, 209 
Pakistan 3, 023 30, 225 0, . 60, 450 214, 598 
Peru ; 9, 128 200, 5&8, 333) 267, 461 
Philippines 4 200, 000 50, ‘ 50, 000) 300, 000 
Poland 250, 000 782, ! (—32, 024) j.....-...-! 1,000, 476 
Singapore ‘ 9, 403 . : Se reid 9, 403 
Sweden 13, 159 98, 630 93,050! 193, 000) 497, 839 
Switzerland 3 1, 375, 318 766, 139 219, 210 327, 660 7 163, 800} 2, 852, 067 
Thailand 85, 475 428, 479 465, 504 50, 450, 000; 1, 479, 458 
Turkey 17, 857 , 18, 000! 53, 714 


! Includes both contributions and pledges 
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United Nations International Children’s Emergency Fund—Continued 


{Governmental contributions by years in United States dollar equivalents] 


| 


1947 1948 1949 1950 1951 1952 1953 Total 


uth Africa. ._- 443, 275 aie a “6 443, 275 
nited Kingdom 403, 000) } 280, O00) 140, 000 280, 000) = 1, 108, 000 
nited States ---| 15, 000, 000) 27, 122, 404) 18, 151, 098) 14, 626, 498, 5, 850, 000) 6, 666, 667 87, 416, 66° 

4 000, 000 ‘ 250, 000} 1, 20, 000 
Venezuela 100, 000 ‘ | dn bale 100, 000 
Vietnam ‘ | 7, 500 7, 500 
Yugoslavia ea 10, 422 578, 287 303, 211 100, 000! 29, 614 170,386) 1, 491, 920 
Total 20, 169, 916! 40, 874, 808/26, 312, 674/19, 126, 823/10, 416, 17| 9, 352, 617) 3, 904, 111 130, 157, 426 
Number countries | 


ributing 23 24 36 37 


Mr. Smrru. Now, you are asking us to make this authorization 
without submitting to us a program of any kind. You have no 
program before us today, have you? You are asking us to go along 
on faith. 

Mr. Henperson. That is the problem I mentioned at the outset, sir. 
That program will not be known until the Economic and Social 
Council meets this summer. It will draw up a program which will 
then be recommended to the United Nations General Assembly which 
will meet next fall. 

Mr. Smirn. That is all, Mr. Chairman. 

Mr. Vorys. I do not quite get the present status of it. We have 
authorization through December 31, $16,481,000; authorized but not 

appropriated, $9,814,033, and then contributed in December 1952—is 
that subtracted from the $9.8 million unobligated and unexpended as 
of March 31 and June 30, 1952—does that mean that we have paid our 
full contribution, paid the authorized contribution up to December 
31, 1952¢ 

Mr. Henperson. No, sir, Mr. Vorys. The authorization as indi- 
cated was for $16.4 million. The action taken by Congress last sum- 
mer was to appropriate $6.6 million. We have paid the $6.6 million. 
There is now pending before the Congress a deficiency for the $9.8 
million, which we hope to pay this year toward the 1953 calendar 
UNICEF program, sir. 

Mr. Vorys. Is the 1953 UNICEF program based—the current pro- 
gram of $20 million—is that based on $9,814,000 from the United 
States ¢ 

Dr. Exror. Yes; that is so. 

At the present time the administration of the fund has pending for 
presentation before the program committee and the executive board 
projects in the amount of approximately $11 million, for which money 
cannot be allocated because the money has been exhausted in its 
treasury. 

Now, if the Congress appropriates the $9.8 million plus, at this 
time, it will mean that plans can go forward for the remainder of this 
calendar year 1953 to carry out these projects which have already been 
requested by the countries. 
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Mr. Vorys. I would imagine there are about 500,000 children in the 

world, and many of them need clothing and education and health 
care. The objection to this program that has come from this com- 

mittee, and the reason the Congress tried to stop it, was that what 
started as an emergency relief program to get food and supplies to 
war-devastated countries, continued in that form and I see that up to 
date away over half the money has been spent for supplies. We have 
been concerned with the possibility that our own representatives in 
the organization deliberately overlooked the point that the emergency 
is over, unless all childhood is an emergency. 

This year again it looks like away over half of it is for supplies of 
various kinds. For instance, there is $2,870,000 for emergency feed- 
ing situations, 

What is the disposition of our representatives on the building of an 
international child welfare organization? Are we to attempt to 
furnish all the supplies that cannot be provided in a country? The 
main one would be food, in many cases. In that case, we either do one 
of two things. We either have a program that runs into figures that 
have never even been contemplated in order to feed all the children 
of the world who are hungry, or we play favorites. 

I see now what is provided or proposed, and that is that we have 
a blind date with a brand new program. In order to have Congress 
do that, what assurance can we get as to the nature of this permanent 
child-welfare program which many of us feel should be created, and 
the position our mepeeneentere are going to take? 

Dr. Error. Mr. Vorys, I am glad you asked those specific questions, 
because I would like to speak to the nature of the work that is being 
carried on in these countries and the nature of the supplies. 

The work is not of the emergency charter. It is that of a long- 
range character. The type of work that is being done now by 
UNICEF and with UNICEF supplies is the dev elopment of child- 
welfare centers in communities which become the focal point for the 
programs in behalf of mothers and children in those communities to 
go on for a long period of time. 

The earlier mass-feeding campaigns are no longer in operation. 

When you refer to emergency situations, at the. present time, this 
year, the moneys that are available to this organization are being 
spent only in the proportion of 15 percent for emergency activities. 

I would like to show you this chart which I have had drawn up, 
which shows the emphasis on emergency programs prior to 1950, and 
then following the decision of the General Reaniie to change the 
character of the work, the way in which the work was shifted by this 
organization to long-range program. 

(The charts referred to by Dr. Eliot are as follows:) 
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For instance, when a program of inoculation of children against 
tuberculosis is Sevaltaell and reaches actually millions of children, 
that isa long-range program. That is not just an emergency program 
of the character that the or ganization carried out for the first 3 years 
of its existence, largely in E urope. 

I would also like to point out that the proportion of money now 
being spent in Europe is very small, compared to the amount of money 
that Reing spent in other countries. 

The types of supplies that go in are permanent supplies. They are 
not supplies that will be eaten up immediately. 

If a few cases, milk is still being used where, through the maternal 
and child health centers, special conditions are being met. Such as 
to combat a disease that is very prevalent both in Latin America and 
in Africa, a disease which is a deficiency of protein in the food. 

Through these permanent centers that are being established, chil- 
dren are ‘being fed skimmed milk almost as medicine, you might say. 
It is being prescribed by the doctors and nurses in these clinics and it 
becomes a permanent, long-range undertaking. 

Mr. Vorys. You do not mean that the feeding becomes a perma- 
nent, long-range thing ¢ 

Dr. Extor. Mr. Vorys, you are quite correct. No. Because, de- 
veloping that plan to supplement the diet of children who have a de- 
ficiency of protein, the World Health Organization, UNICEF, and 
the Food and Agriculture Organization, are working together to 
develop within those areas programs of production of foods that are 
high protein foods within the area where this preliminary program 
is being carried out. 

For instanee, there is pending now before UNICEF a proposal to 
assist Indonesia in a beginning program of the preparation of what 
is called soybean milk. “That is not milk in our terms at all. It is a 
fluid made out of soybeans, which can be grown in Indonesia, but 
which at the present time are not grown in ‘adequate amounts. 

Mrs. Borron. It is high in protein ‘ 

Dr. Exsor. It is very ‘high in protein, and is a food milk substitute 
for the children in Indonesia, and would be quite satisfactory in meet- 
ing their need. 

Mr. Vorys. That would be a marvelous project for FAQ, but as the 
United Nations’ specialized agencies have developed, and as the emer- 
gency situation changes, we know that if children need food there is 
FAO. 

If they have health problems, they have WHO. 

If there are educational problems, there is UNESCO. 

We also know that in a country you ordinarily cannot develop a 
source for feeding children alone, because you have a family situation. 

What steps are you taking to prevent the overlapping! The evi- 
dence we have had before our committee is that there has been over- 
lapping, and all four of those agencies have been in the same country 
doing overlapping surveys and ‘investigations at the same time in the 
past. 

Now, what provisions are you making so that, for instance, on. this 
very interesting and highly interesting soybean-milk project the child- 
welfare organization does not overlap what FAO is doing? 

Dr. Exsor. May I explain how that works? I think there is no 
overlapping. 
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UNICEF, the children’s fund, is in a position to help the country 
that requests such a program through the provision of the equipment 
for a factory—small to begin with, but a demonstration factory—for 
the production of this soybean milk. The country itself will provide 
the failding. will provide all of the labor. 

The UNICEF will provide that equipment which cannot be pro- 
duced in Indonesia, let us say, as an example. 

FAO is not in a position to provide this equipment. They do not 
do that kind of thing. The equipment from outside the country will 
be within the province of UNICEF, and UNICEF only. 

The FAO will provide the technical advice to the Government as to 
how it can extend its crops in the soybean field so that there will be an 
adequate supply of soybeans to throw into this particular factory that 
is being developed. 

This is a project between UNICEF and the FAQ; that is, it will be 
\ project between the two. 

With respect to other programs of similar nature, it might be 
UNICEF and WHO doing this. It is because of this very effort and 
the urgent need to avoid overlapping that there is this joint committee 
between the board of UNICEF and the board of the World Health 
Organization, so that there will be defined policies as to what each 
organization does. 

l'rom my own experience, all I can do is assure you that I have seen 
this working and that I know tremendous effort is made to make cer 
tain that there is no overlapping between these 2 organizations, or be 
tween the 3. When three of them come together to help a country 
there is no overlapping. 

Another example, if I may tell you about it: The first international 
malaria project in India was initiated because the Government of 
India asked the World Health Organization to send in some experts 
to help them work out a plan for the Terai District. That was a 
jungle district which they knew could be converted into food land, if 
they could get rid of malaria. 

The World Health Organization did not do anything very elaborate. 
They sent three experts in, a malariologist, a sanitary engineer, and 
a public-health nurse. They went to this area to see how the problem 
could be worked out. The public-health nurse was there to find out 
the interests of the mothers and the families, the citizens, in this proj- 
ect. The project started. Within a year the Government of India 
had put in a large amount of money, in terms of labor. UNICEF 
was called into the picture by W HO, and the Government of India, 
to provide at this point some of the DDT and some of the sprayers 
for spraying the houses. In other words, the equipment that was 
required, 

VHO and UNICEF together developed this program to the point 
where the people of the community realized that they were gaining, 
that malaria was disappearing from this community, in the first sum- 
mer’s program. 

Then, the next thing that had to happen was that that community 
which had not been growing wheat or sugarcane, or many other things 
for hundreds of years, literally, had to have help from an agricultural 
point of view, and at this point the Government of India asked FAO 
if they would come in, and in the same area give them advice on how 
the food production could be most economically developed. 





1180 MUTUAL SECURITY ACT EXTENSION 


In the course of two and a half years of work, these three organiza- 
tions, working with the government that put in tremendous amounts 
of time and money—you must realize, much more than the interna- 
tional organizations did—in the course of two and a half years a very 
wide tract of land was cleared out of the jungle, was liberated from 
the mosquitoes and malaria, and people began to move in to provide the 
crops or to develop the crops. 

The last information I had on this was that wheat is being grown 
in large quantities, sugarcane is being grown, and the FAO has § given 
advice to the Government on the construction of a sugarcane mill to 
produce the sugar. 

Now, here is an example of how the international organizations are 
working together. It really started out through a very small request 
by the Government of India to one of the spec ialized agencies. They 

saw the opportunity and saw that as they could work this thing out 
together with the others, that the program could go forward. 

I think that there is tremendous effort not only to avoid overlapping, 
but also to join in helping the governments and doing the best job by 
these countries. 

Chairman Cuiperrietp. Mr. Judd 

Mr. Jupp. Mr. Chairman, as the one responsible for the original 
appropriation for this program, I naturally have been interested in it. 

Secondly, as one who was bitterly resentful of what the gentleman 
from Ohio has described as the arrogant defiance of our representa- 
tives to UNICEF of the plain intent of Congress, I want to recognize 
a third step and to compliment the organization for some housekeep- 
ing that has been done. The change in policies, I think largely as a 
result of protests from this committee, even though they did not have 
immediate effect, did have some long-range effect. 

I myself believe that we would be foolish, from the standpoint of 
the well-being of our country, to reduce this appropriation in view of 
the amounts we are spending for other purposes and the propaganda 

value to the enemy of our cutting out this appropriation. Tt is the 
program where we are getting the most for the amount we are putting 
in, in good will and is, <3 received, of all the things we are doing, in 
my judgment. 

I want to follow that with a specific comment or two: I am par- 
ticularly pleased that the supplementary feeding has been reduced 
from two-thirds of the total budget as it was during the first 4 years 
of the program, to one-fourth for 1952. That i is, the supplementary 
feedings have come down to one-fourth, insetad of being two-thirds 
of the budget. 

Finally, they have been able to eliminate entirely the items for 
c lothing, shoes, blankets, and things of that sort. 

That is the direction in which it ought to go. It has been made 
possible partly by improved situations and partly by the change in 
emphasis and partly by the change in certain personnel who were not 
cooperative, or effective. 

I would like to ask two questions. On page 1 of this schedule is an 
item, “Local contributions by governments receiving aid.” What 
does that include? Does it tates only dollars in their budget? What 
other factors go into making up, for example, the $204 million reported 
as contributions by them? 
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I do not care who answers, but how do you get that figure? What 
all is included ? 

Mr. Henverson. May I reply to that, Mr. Chairman? 

Chairman CuiperFievp. Yes, 

Mr. Henperson. That is made up of the value of the local contri- 
bution made by governments in receipt of UNICEF aid. It is com- 
posed generally of oflice space, locally furnished personnel supplies 
that may be purchased mostly in the currency of the recipient country, 
local transportation, and other things of that nature. 

Mr. Jupp. Does it represent actual expenditures by the governments 
receiving aid, or does it represent book entries or estimates of the 
value of a lot of voluntary services by people to which the government 
did not actually contribute a cent out of its budget ? 

Mr. Henperson. It represents costs to the government. 

It may be in part the value of services furnished but the costs of 
these services are paid by the government, 

Mr, Jupp. If the government gave you a freight car to bring in 
some goods, it would not actually pay out in dollars or lira or francs, 
but it would list as a contribution the cost of that transportation. 

Mr. Henperson. That is right. 

Mr. Jupp. It does not include volunteers who operate an agency 
and help pass out the milk, and so forth ? 

Mr. Henperson. That is correct. 

Dr. Exior. There is a great deal of that in addition. 

Mr. Jupp. I know that and I wondered whether that was included 
in this figure. 

There is a note at the bottom of that page, “Contributions from 
private sources,” 

Do you know offhand what that is? That is like the money Mary 
Lord’s committee was raising. Do you know how much they got? 
From all sources, churches, bazaars, and whatever they might be. 

Mr. Henverson. I am sorry, sir, I do not have that. 

Dr, Exzor. It was about $2.5 million, all together. There was very 
little from the United States, comparatively. 

Mr. Jupp. It would be very useful to have that figure. 

“Income from investments.” What is that? 

Dr. Exsor. That is the interest on the funds that accrues while they 
are holding them. 

Mr. Jupp. Over on the last page there is “Supplies for MCW cen- 
ters, $4,625,000.” That is the single biggest item. 

I gather from your statement, Dr. Eliot, that that is primarily per- 
manent material, such as equipment of the centers, scales, and ther- 
mometers or incubators, possibly including pasteurizing machines for 
milk and other items. 

Dr. Exsor. This particular item does not include that. 

There is another item that may include the pasteurizing. 

Mr. Jupp. Like the milk-conservation program ? 

Dr. Exior. That is right. This would include scales, midwife kits 
to give to the local midwives, nurses’ materials, nurses’ bags and so on. 
It includes occasionally a refrigerator in which you may keep vaccines. 
It includes equipment to sterilize instruments. It includes materials 
such as drugs, soap, sometimes fish liver oil for these maternal and 
child welfare centers. 

33064—53——75 
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Mr. Jupp. That gives the record the information we ought to have 
on that point. 

I have one other question : Do you have in some countries, or in how 
many countries in connection with your maternal welfare centers, 
birth control information and education ? 

Dr. Extor. I could not answer that specifically, Mr. Congressman, 
but I would say that by and large that is not in the picture at this time. 

Mr. Jupp. Do you not think it ought to be? 

Dr. Exsor. I think in many countries that want to develop that 
program. 

Mr. Jupp. Of course, we should not urge it on people who are 
against it, but surely that is part of maternal care, because it is not 
good that these women have babies as often as the biological processes 
will permit, Many are 65 years old biologically when they are 35, 
chronologically. 

Dr. Exror. That is a policy for the country itself to determine. 

Mr. Jupp. Would you be adverse to assisting them in such programs 
if the countries themselves favored it ? 

Dr. Exzor. So far as I know, no policy has been taken on that as 
yet, by UNICEF. 

Mr. Jupp. I think it would be one of the things which UNICEF 
might press a little bit as a part of its care for mothers and children. 
Such overpopulation and such rapid births are bad both for the 
mothers and the children. 

Thank you. 

Mr. Woop. Could we put into the record the answer to Mr. Vorys’ 
question about the United States Army, Department of Defense ex- 
penditure for economic assistance for disease and unrest in Korea? 

Mr. Halaby is prepared to answer the question which Mr. Vorys 
asked earlier. 


STATEMENT OF HON. N. E. HALABY, DEPUTY ASSISTANT SECRE- 
TARY OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS 


Mr. Haxapy. [ am not familiar with the testimony this morning, 
Mr. Chairman, but I understand that you want to have for the record, 
and for your own information, what the Army has administered, 
what the Defense Department has administered, there. 

There are several types of assistance that have been provided and 
I will go right down the list and give you the dollar amount of each. 

In the fall of 1950, ECA transferred to Army for administration, 
$21 million worth of ECA funds, Later ECA transferred about $5 
million worth of ECA supplies. The Army has transferred out of 
its stock, $55 million, and out of surplus Army stocks, $35 million. 
There have been private donations which the Army has administered, 
of about $38 million. 

Now, all of that is separated from Army appropriations. The 
Army appropriations for fiscal year 1951, and fiscal year 1952, were 
$275 million. That totals $430 million worth of supplies and ap- 
propriations. Of that amount, all of the ECA money has been spent. 
All of the supplies, the Army supply funds, have been used. The 
private donation money has been spent, and there remains unspent 
out of the Army appropriations of $275 million, about $106 million, 
on April 30, 1953. 
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Of that $106 million unexpended Army appropriations, which by 
the way were made available on June 30, 1953, even though appro- 
priated in fiscal year 1952, $50 million, approximately, is fully obli- 
gated and $56 million is not technically obligated, but is committed 
for supplies. pat: 

Now the current rate of expenditures for these relief supplies is 
$15 million a month. That means that in the last 2 months of this 
fiscal year they will have reduced their unexpended balance from 
$106 million to approximately $75 million. $75 million is therefore 
a pipeline of about 5 months’ worth of civilian relief wayeies for 
Korea. That was taken into account and integrated with the request 
for UNKRA. 

Mr. Vorys. Now, I tried to get the figure of what the Army had 
spent there. Not from 1950, but what they had spent in Korea since 
1945, for civilian relief in Korea. 

Will you get that, please? 

Mr. Hatasy. Yes, sir. This is the postwar picture. This starts 
in June 1950 and will go forward from aan 

Mr. Vorys. I wanted a picture to show postwar expenditures in 
Korea to compare the load of postwar expenditures that the United 
States itself has made with the possible postwar expenditures that 
the United Nations might make under UNKRA. 

Mr. Woop. Let me take the blame for this. I understood you 
wanted expenditures since the start of the Korean war. I did not 
properly pass your message on to Mr. Halaby.. 

Mr. Vorys. In order that the Congress can determine whether it 
might be wiser to proceed through an international organization, it 
might be helpful to them to know what we have spent postwar. 

Mr. Jupp. Post-World War IT? 

Mr. Vorys. That is right. 

Mr. Jupp. He thought you meant postoutbreak of World War III 
in Korea. 

Chairman CutrrrrieLp. Mr. Henderson, did you want to add 
something ¢ 

Mr. Henverson. If I may, and I promise to be very brief, with 
respect to the children’s welfare activities. I am told in answer to a 
question, that cumulative contributions from private sources to 
UNICEF through December 31, 1952, total $12,823,311, of which 
total] $855,000 came from United States private organizations. 

Mr. Jupp. Is that made up of money or does that include services? 

Mr. Henperson. It includes both, sir. 

The other point, Mr. Chairman: The current authorization under 
which our payments, our contributions to UNICEF are made, pre- 
scribes that those contributions shall be limited to one-third of the 
total resources available to the Children’s Fund, which are inclusive 
of these local country contributions. 

I only wanted, if I may, to call the committee’s attention to two 
facts. One is that from the data that you have before you, the local 
contributions are running about 21 to 1, to the contributions of gov- 
ernments to the central fund. Secondly, cumulatively, since the be- 
ginning of the program, United States contributions to the central 
fund ran about 70 percent. Our contributions to the whole, including 
the contributions made by recipient governments, run about 30 per- 
cent. 
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With respect to the $9 million request which is now before you, we 
have not proposed the continuation of the present limitation of one- 
third, including the local resources, for the reason that these local 
contributions are running so heavy. 

It is our feeling, and I have been asked to put this before the com- 
mittee, if I may, for your earnest consideration, that it is better for 
the limitation on our contribution to be in the terms of the moneys 
paid in to the centrai fund, exclusive of the local contributions, 
because in that way we are able to provide more of an inducement to 
other governments to make contributions to the central fund. 

We propose, sir, that we make our contributions to the UNICEF 
central fund in the same manner that we now make our contributions 
to the U. N. technical assistance fund, namely, to limit those to 60 per- 
cent of that total. We will still be well under the third, taking into 
account the local recipient country contributions, but, as I mentioned, 
it seems to us that we are able to persuade and induce other govern- 
ments to make these contributions to the central fund better this way 
than under the present formula. 

Mr. Bentiey. Do I understand, then, that this $9 million is to be 
roughly 60 percent of the entire amount contributed to the central 
account ? 

Mr. Henpverson. It would be, sir, not more than that. 

Mr. Woop. Mr. Chairman, may I have the privilege of putting the 
answer to Mr. Vorys’ question into the record ¢ 

Chairman CHIPerFIeELD. You may. 

Mrs. Cuvurcn. Mr. Chairman, I am in receipt of a letter dated May 
28, 1953, from Rabbi David Polish with regard to the request of the 
President for relief and rehabilitation of refugees and for maintain- 


ing economic and political stability in the Near East. 

If there are no objections, I would like to have this printed in the 
record. 

Chairman Currerrrecp. Without objection, the letter referred to 
will be included in the record. 

(The letter referred to is as follows :) 


Beto EMET, THE FREE SYNAGOGUE, 
Evanston, Iil., May 28, 1958. 
Congresswoman MARGUERITE Stitt CHURCH, 
House of Representatives, 
Washington, D.C. 

My Dear CONGRESSWOMAN CHURCH: I am writing to you in your capacity asa 
member of the House Foreign Affairs Committee to bespeak your interest and 
good offices in behalf of the Mutual Security Program in the Near Hast. As you 
well know, the authorization of the $5.8 billion Mutual Security Program sub- 
mitted by the President requested $194 million for economic development, for 
relief and rehabilitation of refugees, and for maintaining economic and political 
stability in the Near East. The administration also proposes to spend $469 mil- 
lion for military assistance to the Near Hast, with safeguards designed to pre- 
vent aggression within the area. 

These authorizations will (1) help Israel complete its humanitarian task of 
settling the more than 700,000 refugees who have found sanctuary in the new 
state; (2) help the United Nations program to resettle a similar number of 
Palestinian Arab refugees in the Arab States; (3) raise living standards and 
improve the health of large numbers of men, women, and children in the Arab 
countries, and give them an incentive to join in the defense of freedom; (4) 
strengthen the defenses of the Near East, give concrete expression of American 
friendship for all the peeples of the region and stimulate peace by encouraging 
regional cooperation for economic development and defense. 
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It-is apparent that the passage of such a program will do much toward reliev- 
ing the refugee problem in the Near East and thereby hasten the political and 
economic stability of that area, a factor which is so important to the preserva- 
tion of peace and to the cultivation of an outpost of democracy in a crucial area 
of the world. 

It is my feeling that the economic assistance which this program proposes will 
go far toward achieving harmonious relations among elements in the Near Bast, 
so that together they can stand solidly with the free world in all of its endeavors. 

The State of Israel has manifested in many ways its wholehearted identifica- 
tion with the ideologies of the free world and its eagerness to establish a stable 
economie and political situation in the Near East. Given proper economic as- 
sistance it will prove to be a source of strength to the democracies far beyond 
eyen the magnificent stand which it took during World War II before it was even 
a state. Its greatly increased population, manpower and resources stand ready 
to serve the cause of democracy in every way. 

I trust that you will give these observations your fullest consideration. Should 
you feel that you would wish to discuss this with me further and at greater 
length, I am prepared to meet with you either in Evanston (should you be here 
in the near future) or in Washington. I should be most grateful to you for 
your response. 

With all good wishes, I am, 

Cordially yours, 
Rabbi Davin PorisH. 


Chairman Currerriecp. The hearing is adjourned until 2:30 p. m. 
(Whereupon, at 1:10 p. m., the committee adjourned, to reconvene 
at 2:30 p. m., the same day.) 


AFTERNOON SESSION 
Chairman CurpeerFrietp. The committee will be in order. 


STATEMENT OF HON. C. TYLER WOOD, DEPUTY TO THE DIRECTOR 
FOR MUTUAL SECURITY 


Mr. Woop. Mr. Chairman, we have, this afternoon, a return of that 
virtuoso on charts, Mr. Halaby. By unanimous request I understand 
he is here to discuss the very important and somewhat complicated 
question of the unexpended and unobligated balances from prior ap- 
propriations which exist now and which will exist in somewhat smaller 
amounts at the end of this fiseal year. He is supported by witnesses 
from the various departments of the Department of Defense. If I 
may, I should like to turn over further testimony on this subject to 
Mr. Halaby. May I say that if we do have time after the completion 
of this testimony, I would like to have the opportunity of discussing 
chapter 3 of the bill relating to special weapons planning. 

Chairman Curerrrietp. Mr. Halaby. 


STATEMENT OF HON. N. E. HALABY, ASSISTANT SECRETARY OF 
DEFENSE 


Mr. Hatasy. Mr. Chairman and members, I am about to start on a 
very complicated story and if I may give you a very brief summary 
of it and then go through it first without interruptions, I think we 
could get along faster. 

It is Friday afternoon, and I know you gentlemen have a lot of 
other things to do. I had intended with these charts and with the 
tables that are in front of you to cover it in two phases. 
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First, I will give you a picture of the entire obligation situation, 
and as the second phase a picture of the expenditure situation. We 
have it organized in a way that I think will meet your wishes. If I 
could just go right ahead up to a point, and then have the questions, 
I think we might go faster. I am not trying to avoid questions, but 
I am just trying to save your time a little. 

I think the question you want to know is how much you have 
made available to whom, where is it, what is being done with it, how 
much is actually at work and how much is not, what are the savings, 
why is some more needed. 

Chairman Currrrrmip. And, whether these savings have been put 
into the bill, or whether you have just obligated more of these remnants 
that Mr. Stassen testified about the other day and said that these sav- 
ings came from the remnants of the old program, which means noth- 
ing at all. 

If we were going to obligate those remnants and then you tell us 
that you are saving $74 million, that is something we want to know 
about. 

Mr. Hatasy. All right. 

In brief summary of the $15.5 billion made available to the Defense 
Department for military assistance, we have obligated all but $580 
million in accordance with the service estimates of June 30 of this 


year. 
We will have unexpended approximately $8 billion on June 30. 
If I can just very briefly introduce this with some definitions 
now. 
The first phase of this thing is authorization, which this committee 


and Congress deals with in the first instance. The second phase is 
appropriation. That is to the President under this program, and has 
been consistently. He delegates most of his authority over the funds 
to the Director for Mutual Security. He approves or modifies or 
rejects programs. When we say “Approved programs,” that means 
that one of the services has submitted to the Secretary of Defense, 
who has recommended it to the Director of Mutual Security, who has 
allocated money to the Department of Defense to finance a program 
he has approved. The Secretary of Defense suballocates money to 
the three services. After the money has been suballocated to the 
three services, obligations can commence. Obligations take two gen- 
eral forms. ‘The first is, orders out of service stocks which have been 
procured with service funds. The second general form is procure- 
ment contracts for goods and services with these funds. The last 
phase is expenditures, actual disbursements, which take the form of 
progress payments, largely on ships and aircraft, and final payments 
when the goods are delivered, or shortly thereafter. 

Now, if I may, using these charts, start in on a broad summary, and 
then a service-by-service presentation. 

I might point out that this data is worked up or provided by these 
officers who are here today to back me up with details. 

We start off with the total amount you have appropriated in the 
last 4 years. As you know, those programs are based on the building- 
block concept. If this is fiscal 1950 and this is fiscal 1951, fiscal 1952, 
fiscal 1953, and fiscal 1954, the total of those 5 blocks is the program. 

General Stewart has demonstrated to you, I hope and believe, that 
this fifth block of this building-block program is not for anything 
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that is already in the program, but is for requirements additional to 
the first 4 years. 

In the first 4 years you have already voted $16.5 billion. Of that 
amount, $968.9 million has been made available to other agencies, 
$25 million has been reserved for Spain, and there has been earmarked 
for the Department of Defense, $15.5 billion. 

Mr. Wood can break down this $968.9 million, if you wish it. Of 
the $15.5 billion earmarked for defense, the Secretary of Defense has 
suballocated to the Army, $8,265.4 million. To the Navy, $1,819.3 
million. To the Air Force, $4,911.4 million. 

Within the Office of the Secretary of Defense, there has been allo- 
cated $333.2 million, a total of $15,229.3 million. 

Army programs are in the process of approval for an additional 
$126 million of this available amount, making the total approved 
programs as of June 30 at $15,355.3 million. Of this total amount 
that has been made available, we have withheld in the Office of the 
Secretary of Defense $151 million against the possibility of making 
savings out of the program submitted by the services. 

The services, out of these approved programs which I just men- 
tioned, working together with the Office of the Secretary of Defense, 
came up with what we will later define in detail as savings. We are 
hoping and planning to realize an additional $16.9 million, making 
a total of what we call savings of $378 million. This amount can be 
applied in accordance with the Director for Mutual Security’s letter 
against 1954 requirements. 

(The table referred to is as follows :) 


DEPARTMENT OF DEFENSE 
MDAP—Utilization of available fiscal year 1950-53 funds 
{Millions of dollars] 


Appropriations for military assistance, fiscal year 1950-53__________ 16, 500. 3 
Available to other agencies 968. 9 
Reserve for Spain ‘ . 25.0 

— 993. 9 


Earmarked for Department of Defense______-________-______ 15, 506. 4 


Programs approved for funding Apr. 30, 1953: 
8, 265. 4 
1, 819.3 
Air Force 4, 811.4 
333. 2 


Army programs in process of approval 


Estimated fiscal year 1950-53 programs, June 30, 1953_______- 


Savings: 
Withheld by OSD 
Estimated savings as presented by military departments________ 210. 0 
a ey Tie Cah acd neta eesepentciceesie ce ceesnscenticinn 16.9 


Available for fiscal year 1954 programs__...................- 378. 0 


Mr. Hauasy. Each one of you has in front of you a full set of these 
charts, but I will try to run through them very quickly. 

This is intended to give you the obligation picture. Of the $15.5 
billion, we had obligated, as of April 30, $13,056.8 million. We esti- 
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mated we would obligate $1,490.1 million during the last 60 days. 
Subtracting this total of $14,546.9 million, we have an estimated un- 
obligated balance on June 30, 1953, of $959.5 million. Against that, 
we subtract the savings of $378 million, leaving a net unobligated 
balance on June 30 of $581.5 5 million. 

We would like to proceed, if we may, to show you the status of the 
obligations by service. I am asking Col. George Boylan of the Air 
Force very briefly to go through the Air Force obligations picture. 

(The table referred to follows :) 


DEPARTMENT OF DEFENSE, MDAP—STATUS OF OBLIGATIONS 


[Millions of dollars] 
Funds earmarked for military assistance 
OUligates April: 30, 20080) a i 
Estimated obligations, May—June 1953 


14, 546. 9 


Estimated unobligated balance, June 30, 1953_......--____-.__ 959. 5 


Distribution of unobligated balance : 
Army: 
Approved programs________~- : 258. 6 
Programs in process of approv al. 126. 0 
/ 158. 0 
Air Force ‘ 265. 8 
Withheld by Office of Secretary of Defense 151.1 
a 959. 5 
Lan’ gave. 2. i i J. Lae eee 878. 0 


Net unobligated balance, June 30, 1953_.-.-__---..---.------ . 581.5 


Mr. Furron. Could I ask you right at that point, why do you sub- 
tract the savings from the unobligated balance? 

Mr. Hatary. Because the savings are included in the total amount 
earmarked for defense, and if we take them out of the fiscal year 1950- 
53 programs we will not obligate them and they will not be chargeable 
against the obligations. 


STATEMENT OF COL. GEORGE S. BOYLAN, JR., UNITED STATES AIR 
FORCE 


Colonel Bortan. Mr. Chairman, starting on page 3 of your booklet 
is a series of charts depicting the Air Force materiel rogram. The 
first gives you an order of magnitude of where our funds go. The 
Air Force program, $4,811.4 million. The bulk of that is materiel, 
93.5 percent. The balance is in these other categories. 
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(The chart referred to is as follows :) 


AIR FORCE 


F.V.°50 THRU FY.°53 FUNDS ALLOCATION 
CUMULATIVE TOTAL - 74,811.4 MILLION 


MATERIEL TRAINING 
93.5% wkd smusen 
4,497.9 MILLION 


_7 ADMINISTRATIVE 
0.4% 
21.4 MILLION 


ACCESSORIAL 
2.7% 
130.2 MILLION 
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Colonel Boyian. On page 4 you will find the materiel portion here 
divided into its contents. You will note the impact of the aircraft 
program in the materiel area, 

(The chart referred to is as follows:) 


FY 1950 - 1953 MDA MATERIEL PROGRAM 


$ 4,497.9 MILLION 
AIR FORCE 


AIRCRAFT WITH SPARES 


64-6 %) 


Colonel Boytan. Again, for the material area, where we get our 
materiel. The chart shows the division of the total between that 
secured from United States production, from service stocks, from off- 
shore procurement. 
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(The chart referred to is as follows :) 


DEPARTMENT OF THE AIR FORCE 


MDAP MATERIEL 
F.Y. 1950 - 53 


SERVICE STOCKS 


U.S. PRODUCTION 6.0% 


79.9% 


Next, chart No. 6 is an analysis of the program in terms of obliga- 
tion performance. Our 1950 through 1953 program again, $4,811.4 


million. Our obligations incurred on April 30, $3,945.7 million. 
Unobligated on April 30, $865 million. Our estimated performance 
in May and June, $599 million. An estimated unobligated balance 
on June 30, $265.8 million. 

(The table referred to is as follows:) 


DEPARTMENT OF THE AIR FORCE 
MDAP—Obligations of fiscal year 1950-53 funds 


[Millions of dollars] 
Total. program 
Obligations, April 30, 1953 8, 945. 7 


Unobligated balance, April 30, 1953__-..---.-...------------.. 865. 7 
Estimated obligations, May-June 


Estimated unobligated balance, June 30, 1953 


Chart 7 is a more detailed analysis of the obligations picture. By 
project category, it has the same data as chart 6. 

On chart 8 we have broken the estimated unobligated balance of 
$265.8 million into its components. Reserved for engineering modi- 
fications, $36.2 million. Changes in aircraft in production, other 
materiel in production, a reserve of $36.2 million. Obligations in 
process, work that the Air Materiel Command has underway now, but 
will not obligate by June 30, a total of $174.8 million. Program sav- 
ings for Air Force, $54.8 million. 
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(The tables referred to are as follows :) 


DEPARTMENT OF THE AIR FORCE 


MDAP, fiscal years 1950-58—Status of programed funds 


[Actual and estimated, in millions of dollars] 


Materiel: 
Aircraft, sp 
Electronic ar 
Ground power 

ment 
Weapons 
General equipment ; 
Bombs, rockets, and ammunition. 
‘lant expansion and reproduction - 
P.O. L Kies 
Training equipment eullied ‘ 
Repair and rehabilitation, excess 

equipment ota 
Construction 


1 aero equipment 
i 1 equipment 
ed and marine equip- | 


§ ant 
1 eiey 


Total materiel 
Accessorial 
Training 


Total 
program 


ow 1D ae © 


Obliga- 
tions, 
Apr. 30, 
1953 


$2, 550.6 | 
306. 3 | 


106.9 | 
44.6 | 


187. ! 
259. 
104. 


24.6 


40.9 

44.8 

3, 671.9 
105. 2 
148. 4 


Unobli- 
gated, 
Apr. 30 


B | 
1,0 


Estimated 
unobli- 
gated 
balance, 
June 30, 
1953 


Estimated 
obliga- 
tions, 

‘x4 May to 
1953 June 


$204.6 | $58.0 


32.8 


Administration __- 








Grand total 


MDAP—Analysis of fiscal year 1950-58 unobligated balances estimated 
June 30, 1953 


[Millions of dollars] 
Approved 
programs 


Estimated unobligated June 30, 1953 


Reserved for engineering modifications__._._...._..-.-__----_----_--- = 36. 2 


Obligations in process, expected to be consummated July to September 

SE Risdhetsnnencisteaitaintirtch a 
Requirements not yet in obligation stage_.__._.._.____---_-- Savseessiaide abana 
Oe Rind nt eck eerrisciniearnieeneoneencntalheninninnscaienitininindih eieiiiateitniiniianamainlapiinirmaraiin 

Mr. Haxasy. Could you give a little detail on that? 

Colonel Bortan. As background, our initial program submission 
for fiscal 1953 was in the magnitude of $1,545 billion. The Air Force 
program approved and funded was in the magnitude of $1,200 million. 
In mid-April, the Air Force consolidated its fiscal year programs, 
these four blocks Mr. Halaby mentioned, into a consolidation. At that 
time and in the area of our fiscal 1953 program, we effected a rather 
careful screening, a detailed analysis of program changes, cancella- 
tions, deletions, changes in quantity, and have realized in the fiscal 
1953 program, $54.8 million. 

That money includes, for example, in title IIT in Indochina certain 
aircraft, which the French did not require in the time period of the 
fiscal 1953 program. In other words, in calendar 1954 and very early 
in calendar 1955. Now, we know that they will not require those air- 
craft unless a sudden outburst of air warfare raises their attrition. 
In other words, they have not lost, in the past calendar year, the air- 
craft we expected them to lose. There was a savings of $5 million in 
the NATO area for vehicles, mainly special purpose vehicles, provided 
with air squadrons. 
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Again, in title I, $4.4 million for ammunition. In title I again, ap- 
proximately $8 million in transportation and depot operations. 
Mr. Hatasy. If we turn now to the Army breakdown, Colonel 
Corbett of the Department of the Army will give a picture of the 
Army obligations. 


STATEMENT OF COL. J. B. CORBETT, UNITED STATES ARMY 


Colonel Corserr. Mr. Chairman, we would like to give you a quick 
sketch of what we have done with the money. Of the total amount of 
money, $8.265 million, the Army has programed approximately 95 
percent of that for materiel and 5 percent of it for accessorial, admin- 
istration, and training. Of the amount for materiel, about 31 per- 
cent is for tank and combat vehicles, 27 percent for ammunition, 14.5 
percent for motor transport vehicles, and 9.5 percent for weapons, and 
7.9 percent for electronics, All others, including engineers, 4.9 per- 
cent. 

Of this total materiel, which is 7.9 billion worth, the sources of that 
materiel are: 34.4 percent of it comes from service stocks. 16.7 per- 
cent of it comes from offshore procurement. 48.9 percent of it will 
come from procurement in the zone of the interior in the continental 
units. 

Colonel Corserr. The status of our program at the present time is 
8.265 billion. Obligations as of April 30, $7.3 billion. The unobli- 
gated balance as of April 30, is $951 million. Estimated obligations 
for May and June, $692 million. Our estimated unobligated balance 
as of June 30 is $258.6 million. 


(The chart referred to is as follows :) 


DEPT. of the ARMY - FY SO-S3 MDAP 


As of 30 April 1953-All Titles 
(in Millions of Dollars ) 


COMPOSITION of SOURCE of 


TRAINING .4% ‘MATERIALS 
——— ADMIN. Sh 
ACCESSORIAL 3.8% 
ST ALL OTHER 4.9% 
ELECTRONICS 7.9% 


TOTAL FUNDED PROGRAM TOTAL MATERIEL 
8,265.4 Million > 7,876.7 Million 
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(The table referred to is as follows :) 


DEPARTMENT OF THE ARMY 


MDAP—Obdligations of fiscal years 1950-53 funds 
[Millions of dollars} 





Approved | Programs pend- 
program ing approval 





Total program. -. ; ; odd wee ee é 8, 265. 4 | 
Obligations, April 30, 1953... achanindeieemiiiiaialnt ‘it 7,314.4 


Unobligated balance, Avril 30, 1953 ated 
Estimated obligations, May-June... seiseeeotede 692.4 | 
Estimated unobligated balance, June 30, 1953 aie ail 258 6 


Colonel Corzerr. In addition to these amounts that I have shown 
here, there has been submitted to the Department of Defense, and 
the Director for Mutual Security additional programs to the amount 
of $126 million. These programs have not been approved as yet. 
The funds have not been allocated to the Department of the Army. 
Therefore, they are not included in the approved program total. 

I broke down in the next chart the same information as to status of 
the obligations by project category. The amounts at the end, as you 
will see, come out the same. $258 million unobligated, and the addi- 
tional program of $126 million. 

I would like to give a short analysis of the $258 million unobligated 
as of June 30, for which I have another chart. In this amount we 
have reserved none of these moneys for engineering modifications. 
We have included in our expected obligations during July to Sep- 
tember 1953 zero amount. We have firm requirements that are not 
yet in the obligation stage for $119.1 million. We have a savings of 
$138.5 million. 

(The table referred to is as follows:) 


DEPARTMENT OF THE ARMY 


MDAP, fiscal years 1950-53—Status of programed funds 


{Actual and estimated, in millions of dollars] 


| 
| eho Fstimated 
Obliga- | Unobli- | Pstimated | “‘anobii- 
Total tions, | gated, | hon gated; 
program Apr. 30, | Apr.30 | = balance, 


. | = May to 
1953 1953 | rate June 30, 
| 


Category 


Tanks and combat vehiclss-__. 
Ammunition jos 
Motor transport v¢ ehicles - 
Weapons 7 
Electronics 

Sn nbs nttiinatialle «0-6 


Materi>] totals 
Accessorial charges 
Training ee 
Administration. ....-_.... 


Programs pending approv: al 


Grand total........... ene 8, 391.4 7, 314.4 


! Credit. 


4.8 | 
586.0 | 
0 
48.4 | 
158.0 
47.8 | 
845.6 
89, 3 | 
15.7 

1.0 | 


951.0 | 


1,077.0 | 
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MDAP—Analysis of fiscal years 1950-53 unobligated balances, estimated 
June 30, 19538 


[Millions of dollars] 





| Programs 
» ed : 
Approv 7 pending ap- 
programs proval 


Estimated unobligated June 30, 1953......._. is 258. 6 126.0 
Reserved for engineering modifications - Pex, 1..-.. 
Obligations in process, expected to be “consummated July September ‘| 

1953. “ 0 
Re quire ments not yet in obligation stage - . 119. 1 
Savings.... — 139. 5 





Colonel Corserr. I would like to take up first our firm requirements 
of $119.1 million. We have a large block, $21 million, for engineering 
items which have not been identified. 

In other words, we wait for the people in the field to actually iden- 
tify the item which they require. We have other items which are in 
such small amounts that it is not economical to allow a contract at 
present. It will not be economical until the new requirements—that 
is, the MDAP requirements for 1954—and other Army requirements 
are all put together in order to allow a contract for them. 

The requirements are $119 million. In the savings we have two 
parts. One is a savings of $1.4 million in training. We have a sav- 
ings of $47.1 million in packing, handling, crating, and transporta- 
tion. We have what is now an unprogramed amount of $10.7 million. 
The total of these amounts is $59.2 million. 

In the second portion, we have savings in the Signal program of 
$12.8 million, which is a natural savings due to cases in which the 
price, as it is shown on the program now, is $12.8 million less than 
what is originally shown on the program when it was submitted. 
Similarly, we have a savings of $4 million in Engineers and $2.5 
million in Quartermaster. The large bulk of the savings shown here, 
or a large part of the savings shown here, is the maintenance require- 
ment which did not materialize in the fiscal year 1953 because the 
material was not delivered as we originally expected. If the material 
was not delivered, the requirement did not exist for the maintenance 
of that equipment. Therefore, the requirement did not occur during 
that period and will occur during 1954. 

Mr. Hatasy. Now, Commander Schmeder of the Navy will give you 
a similar analysis of the Navy funds and then we can get some ques- 
tions. 


STATEMENT OF LT. COMDR. C. E. SCHMEDER, BUREAU OF SUPPLIES 
AND ACCOUNTS, NAVY DEPARTMENT 


Lieutenant Commander Scumeper. Following the same order of 
presentation as the other two services, this chart shows the compo- 
sition of the Navy program which consists of $1.8 billion worth of 
material and services. The largest item is vessels, over 50 percent. 
Aircraft and other materiel items are also in there. The balance is 
services and other accessorial costs. The chart on the right shows 
the source of the portion which is devoted to materiel. United States 
service stocks, 32 percent; offshore procurement, 20 percent; United 
States procurement, 47 percent. 
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(The chart referred to is as follows :) 


COMPOSITION OF NAVY MDAP PROGRAMS SOURCE OF NAVY MDAP MATERIALS 
AT 30 APRIL 1953 ~ ALL TITLES APPROVED PROGRAMS ~ ALL TITLES 


U.S. SERVICE STOCKS 
(WNCL REPAIR AND REHAB) 
$560.2 MILLION 
32.2% 


TOTAL FUNDED PROGRAMS ~ $1,819.3 MILLION TOTAL MATERIALS ~ $1,737.2 MILLION 


Lieutenant Commander Scumeper. Chart No. 14 shows in sum- 
mary form the status of the program: Our total program, $1.8 billion; 
the obligations as of April 30, $1,468 million; unobligated balance, as 


of April 30, 351 million; our estimated obligations for the months 
of May and June, $193 million. 

That leaves an estimated unobligated balance as of this coming 
June 30 of $158 million. 

(The table referred to is as follows :) 


DEPARTMENT OF THE Navy 
VW DAP—Obdligation of fiscal year 1950-53 funds 
[Millions of dollars] 
Total program . : 


Obligations, Apr. 30, 1953 


Unobligated balance, Apr. 30, 1953 
Estimated obligations, May-June 


Estimated unobligated balance, June 30, 1953 


Lieutenant Commander Scumeper. The same information and the 
same figures are given in the total down here, broken down by cate- 
gory of materiel and/or service, showing program, April 30 obliga- 
tions, estimated obligations, and finally the estimated unobligated 
balance of $158 million previously mentioned. 

(The table referred to is as follows:) 
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Fiscal years 1950-53—Status of programed funds 


[Actual and estimated, in millions of dollars] 


7 : Estimated 
Obliga- Unobli- unobli- 
Total tions, gated, | gated 
program Apr. 30, Apr. 30, te | balance, 

1953 1953 May to | June 30, 


June 1953 


Estimated 
obliga- | 


Category tions, 


Materiel program: 
Vessels . f 
Aircraft . _ - - . 242. % 190. 6 
Other end items | 519. 
Repair and rehabilitation ides , 48. 
Development costs... ¢ 1. 


Total materiel_. bed ons » 180s 3 1,411.0 | 
Accessorial charges 23. 6 18. ! 
Training 52. 32. 
Administration Cees ‘ 6 


Grand total... --. | 9 1, 468. 
| 


Lieutenant Commander Scumeper. Going back again to the 158 
million which we estimate will be unobligated on June 30, we have 
broken it down to show what the expected purpose is for which these 
funds will be put on the next chart. Fifteen million is reserved for 
engineering modifications. That is in connection with our shipbuild- 
ing program. Obligations in process, which we expect to be con- 
summated during July, August, and September, 51.8 million. 

Requirements not yet in the obligation stage but being worked on 
and in process, 75.5. Our estimated savings under the program, 
15.7 million. 

(The table referred to is as follows :) 


MDAP—Analysis of fiscal years 1950-53 unobligated balances, estimated June 
80, 1953 

Approved 

[Millions of dollars} programs 


Estimated, unobligated June 30, 1953 


Reserved for engineering modifications sa 

Obligations in process, expected to be consumm: ated July- September 1953__ 
Requirements not yet in obligation stage_______ : a 
EE hihi ni bi ich db SS Abid bile diea dedi 


Mr. Hatasy. Could you give us some examples of the savings 

Lieutenant Commander Scumeper. Yes, sir. We have four major 
items of savings. Two of them are in the training program. The first 
one is $8 million savings on flight-training costs for France, the United 
Kingdom, and Italy. "The reason for the savings is the in: ibility of the 
countries to provide qualified personnel in the numbers which were 
originally programed for. 4.9 million is not required for completion 
of fiscal years 1950 through 1953 training in other areas than flight 
training. There was a saving of $200 ,000 on the cost of development 
of a new diesel engine, and there is $2.6 million apparent savings in 
the cost of accessorial costs, meaning packing, crating, and handling 
and our direct operating expenses and transportation inland and ocean. 

Mr. Hatasy. Gentlemen, this is an attempt to give you a picture in 
as much detail as you would want of the obligations. 

I would like to go on in a moment to the definition of an obligation, 
which is causing us a lot of trouble at the present time. If I may, 

33064—53——_-76 
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Mr. Chairman, ask for questions at this point on what we have pre- 
sented to date, I realize that in getting twenty-odd charts the com- 
mittee has not had a chance to study them carefully. 1 know that from 
past experience our figures are somewhat suspect w ith you. I can only 
give you the assurance that in the 6 weeks I have been working at this 
with’ these very earnest and honest taxpayers here, that we have 
shaken this program hard. We have tried to crank in the lessons of 
experience in the overestimating and the underestimating that has 
characterized the program in the past. 

These are the best figures, the truest picture, that the services can 
give you in the light of that experience. The boys who have to carry 
the mail, these officers who have just been talking to you, are here. 
They are ultimately responsible and we will try to answer any ques- 
tions we can on the obligations picture. 

Chairman CurrerrreLp. Are there any questions? 

Mr. Vorys. I have a question, Mr. Chairman. 

Chairman CurperrreLp. Mr. Vorys. 

Mr. Vorys. You have got in there the Air Force, Navy, and Army 
percentage obtained from service stocks. I have here a statement that 
I think refers just to the Army. It shows obligations of $4,326 mil- 
lion, or 55 percent of the total at June 30, 1952, represented inter- 
departmental orders. Have you any idea what the total of the obliga- 
tions that you have given us is, that is procurement? As I understand 
it, that is a contract with a third party outside the Government. And 
how much is service stocks or interdepartmental orders or requisitions 
or bookkeeping? I do not term that an obligation. I just wanted to 
see how much of it is an obligation of the Government to somebody 
and how much of it is a departmental or bookkeeping transaction, 

Mr. Haxasy. I will give you a general answer and Colonel Corbett 
or General Russell can “supplement it. 

This pie chart here showing the total materiel of 7.8 billion shows 
that in contracts for the purchase of goods and services—these are 
contracts—the Army has placed 3.85 billion. They have placed 1.3 
billion in contracts outside the United States. 

From service stocks they have placed 2.7 billion, That gets us 
immediateily into what these service stocks are and how the Army 
keeps its books, I thought I would try to give you a rough example 
of what happens. 

Let us take the Danish program, for example. Suppose the Danish 
MAAG chief, in consultation with the Danish Chief of Staff, de- 
termines that he needs 50 6 by 6 trucks during the calendar year 
1953. He recommends that to Washington and to Frankfurt. They 
screen the program and they agree that this is a firm requirement 
of the Danes. 

It comes up from the Army to the Secretary of Defense and is ap- 
proved and it is recommended to Governor Stassen for approval. He 
approves it and asserts that there are appropriations available. Those 
50 6 by 6 trucks then are programed, the money is allocated to Defense 
and suballocated to the Army. The G—4 in the Army has the job of 
getting those trucks to Copenhagen. There is a physical problem 
and then there is a fiscal problem. 

The trucks happen, in this example, to be out in a United States 
Army unit in the Middle West. There are some 6 by 6 trucks that 
the Army bought with its own funds, either in World War II or 
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subsequentliy. They are being used by an Army unit in the Middle 
West. 

So the G-4 sends a piece of paper to the Chief of Ordnance and 
says, “On an approved program, with allocated funds appropriated 
by Congress”—and he puts an appropriation symbol on it—“get 50 
trucks to ( ‘openhagen within this calendar year.” 

The Chief of Ordnance gets word to the ordnance supply contre] 
point in Rossford, Ohio, and they determine that those 50 trucks 
that they knew were available in thie unit in the Middle West are 
about to be replaced by 50 new 6 by 6 trucks off the production line. 
Therefore, those 50 trucks become available for rehabilitation in an 
Army automotive rehabilitation center. They are then rehabilitated 
and shipped to Copenhagen. 

When was there an obligation of the funds? According to the 
rules which the pepertndas of the Army and generally which the 
other services have been applying for the last 3 or 4 years, there was 
an obligation of those funds on the day that the ( G—4 approved the 
supply directive. 

On April 7 the Comptroller General, after very extensive and 
very able study of this bookkeeping situation, sent a letter to the 
Secretary of Defense. He had had a task force in the Department 
of Defense several months working with our comptrollers and the 
service comptrollers, and he said, “T do not think that was an obliga- 
tion as of the day the supply directive was issued.” He said, as we 
have tried to abbreviate here, “Some new rules have gone into this 
game.” 

In a way we are getting into a very complicated story, I am sorry 
to say, but it is like having played three quarters of a football game 
on some old rules and at the quarter time a new referee comes in 
with some new bookkeeping rules. He says, “The new rules require 
that when those trucks are requisitioned from service stocks the 
Army Department must first make certain that the trucks are avail- 
able. They must then have a requisition from the G4 to the Ord- 
nance. The Ordnance must send a piece of paper back to the G4 
saying the trucks are available and can be delivered promptly.” 

I would like to put a copy of this Comptroller General’s letter in 
your record, and then I would like to put also a copy of the Defense 
Department Comptroller’s interpretation of that letter in the record. 

(The information referred to is as follows :) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., April 7, 1953. 
The honorable the SecreTary OF DEFENSE. 

My Dear Mr. Seorerary: The current study of the accounting procedures 
followed by the Department of Defense and the various military operating depart- 
ments in the financial control, recording, and reporting of obligations, being 
made by the General Accounting Office in collaboration with representatives of 
your Department and the Bureau of the Budget has revealed serious deficiencies 
in the various bases used to obligate funds for material to be furnished from 
stock of the various military departments. 

Not only is there a lack of uniformity between the military departments as 
to when funds are obligated for material to be furnished from stock, but in 
many cases invalid obligations in substantial amounts have been recorded. 
These practices are highlighted under the mutual-security-assistance programs 
carried out by the Department of Defense for which funds have been allocated 
by the Director of Mutual Security. The allocation letter of March 30, 1950, 
from the then Secretary of State to the then Secretary of Defense and subsequent 
allocation letters contain the statement “MDAP funds may be obligated at the 
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time supply directives are issued for the amounts estimated to cover end items 
to be provided from service stocks.” 

Such allocation letters appear to have been transmitted without clarification 
to the military departments and the various operating agencies for imple- 
mentation and various interpretations of such statement have been made. Con- 
sequently, obligations have been recorded in many cases for items to be furnished 
from stocks without regard to when the items would become available or be 
shipped, location of the items, or whether allocation action by the Joint Munitions 
Allocations Committee or its subordinate committee had been taken where 
required. In fact, it appears that mutual-security funds in excess of $1 billion 
were erroneously treated as obligations as of June 30, 1952, for items to be 
furnished from military stocks. 

In order to determine the status of appropriations, both from the viewpoint 
of management and the Congress, it is essential that obligations be recorded 
in the accounting records on a factual and consistent basis throughout the 
Government. Only by the following of sound practices in this regard can data 
on existing obligations serve to indicate program accomplishments and be related 
to the amount of additional appropriations required. The practices which 
should be followed have been the subject of several discussions between repre- 
sentatives of your Department, the Bureau of the Budget, and the General 
Accounting Office. Based upon these discussions and our own studies there are 
set forth below the criteria for application in the treatment of procurement 
orders or requisitions as obligations when deliveries are to be made from stock 
of the agency to whom the orders or requisitions are issued. 

1. Such orders shall comply with the general rule that the materials, supplies, 
or equipment ordered are intended to meet a bona fide need of the fiscal year 
in which the need arises or to replace stock used in that fiscal year. This will 
require attention to the reasonableness of the quantities ordered in the light 
of the needs of the requisitioning agency during the fiscal year. 

2. The order must be firm and complete. This means that the order must 
request prompt delivery of specific available stock items for a stated considera- 
tion and be accepted by the supplying agency with formal notification to the 
requisitioning agency. However, where common-use standard stock items are 
earried on hand for sale at published prices to requisitioning agencies, such as 
under stock or supply funds, and the order will be promptly filed from stocks, 
no formal evidence of the acceptance of the order by the supplying agency is 
required. 

3. Orders or requisitions for material to be delivered from stock shall be 
treated as obligations by the requisitioning agency when the conditions specified 
in paragraphs 1 and 2 are met. 

1. As used herein “available” shall mean that the stock items are on hand or 
on order and will be released for prompt delivery and that all repair, rehabili- 
tation, or renovation required to be done by the supplying agency has been com- 
pleted. However, common-use standard stock items on order may be considered 
available if they will be delivered within a reasonable period of time acceptable 
to the requisitioning agency. 

5. As used herein, “delivery” shall mean shipment as directed by the requisi- 
tioning agency, except when formal arrangements exist between the requisitioning 
and supplying agency whereby the later acts as a storage and distribution 
agent for the requisitioning agency. In the case of this exception, delivery 
includes the transfer for the account of the requisitioning agency without physi- 
cal transfer of the material, provided there are no reservations concerning 
the transfer and there is an adequate system of accounting for the specific items 
of property preventing issuance or use of the material except as may be 
directed or authorized by the requisitioning agency for its use or reimbursement. 

I strongly urge that this matter be given immediate attention and request 
that unliquidated recorded obligations under all funds administered by the 
Department of Defense be analyzed and all such obligations for material to 
be furnished from stock which do not meet the above criteria be adjusted 
accordingly. 

Sincerely yours, 
Linpsay ©. WARREN, 
Comptroller General of the United States. 
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APRIL 29, 1953. 
DEPARTMENT OF DEFENSE DIRECTIVE 


Subject: Obligations for materiel to be delivered from stock. 
I. PURPOSE 


This directive provides the basis of obligation of appropriations or funds of 
any agency within the Department of Defense in connection with orders or 
requisitions for materiel upon another agency when deliveries are to be made 
from stock of the agency to whom the orders or requisitions are issued. 


II, DEFINITION 


The term “agency,” as used herein, means any activity issuing or receiving 
orders for delivery of materiel from stock whether within or without the De- 
partment of Defense. In some cases an activity will receive orders from itself 
as agent for another program; in such cases the activity will be considered 
as the ordering agency and the receiving agency with separate responsibilities 
us though it were two separate agencies. 


III. RULES ESTABLISHED BY THE COMPTROLLER GENERAL 


A decision of the Comptroller General (B-114578) requires that the following 
rules shall be uniformly observed by ail agencies throughout the Government 
in the recording and reporting of orders or requisitions for materiel as obli- 
gations when deliveries are to be made from stock of the agency to whom the 
orders or requisitions are issued. 

A. Such orders shall comply with the general rule that the materials, supplies, 
or equipment ordered are intended to meet a bona fide need of the fiseal year 
in which the need arises or to replace stock used in that fiscal year. This 
will require attention to the reasonableness of the quantities ordered in the 
light of the needs of the requisitioning agency during the fiscal year. 

B. The order must be firm and complete. This means that the order must 
request prompt delivery of specific available stock items for a stated considera- 
tion and be accepted by the supplying agency with formal notification to the 
requisitioning agency. However, where common-use standard stock items are 
carried on hand for sale at published prices to requisitioning agencies, such 
as under stock or supply funds, and the order will be promptly filled from stocks, 
no formal evidence of the acceptance of the order by the supplying agency is 
required. 

©. Orders or requisitions for material to be delivered from stock shall be 
treated as obligations by the requisitioning agency when the conditions speci- 
fied in paragraphs A and B are met. 

D. As used herein, “available” shall mean that the stock items are on hand 
or on order and will be released for prompt delivery and that all repair, re- 
habilitation, or renovation required to be done by the supplying agency has 
been completed. However, common-use standard stock items on order may be 
considered available if they will be delivered within a reasonable period of 
time acceptable to the requisitioning agency. 

BE. As used herein, “delivery” shall mean shipment as directed by the requisi- 
tioning agency, except when formal arrangements exist between the requisi- 
tioning and supplying agency whereby the latter acts as a storage and distribu- 
tion agent for the requisitioning agency. In the case of this exception, delivery 
includes the transfer for the account of the requisitioning agency without phys- 
ieal transfer of the material, provided there are no reservations concerning the 
transfer and there is an adequate system of accounting for the specific items 
of property preventing issuance or use of the material except as may be directed 
or authorized by the requisitioning agency for its use or reimbursement. 


IV. APPLICATION OF RULES IN THE DEPARTMENT OF DEFENSE 


A. The foregoing rules governing obligations for deliveries from stock shall 
be uniformly followed in accounting for obligations of all appropriations and 
funds administered by the Department of Defense. 

B. - the application of these rules, the following instructions shall be ob- 
served : 

1, The agency reeeiving an order or requisition for materiel which may be 
delivered from stock shall be responsible immediately upon receiving the order 
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for (a) determining availability of stock as on hand or on order pursuant to 
IlI-D above, and (6) formally notifying the ordering agency of acceptance of 
the order for prompt delivery of items other than common-use standard stock 
items, as required pursuant to III-B, above, or establishing a delayed delivery 
date within a reasonable period agreeable to the ordering agency in the case 
of common-use standard stock items on order. 

2. The ordering agency shall be solely responsible for determining its bona 
fide need for materiel ordered to be delivered from stock. However, when an 
order is placed for procurement of materiel of substantial value having a rela- 
tively long lead time, und the supplying agency determines, as an alternative, 
that such materiel may be delivered promptly from its available stocks, it will 
first communicate with the ordering agency in order to enable the latter to deter- 
mine the justification of its needs and authorize the alternative fulfillment of 
the order in the light thereof. (The order and acceptance will be amended to 
reflect any such changes.) 

3. Explanations of the meaning of terms used herein are as follows: 

(a) “Bona fide need” for a given item of materiel, expressed in quantity, to be 
ordered at any given time will be based upon consideration of the following 
factors: the authorized or normal stock level for the item (including mobilization 
reserves) ; stock on hand: estimated consumption or withdrawals for use; the 
goods already on order at the time; and the procurement or delivery lead time 
for goods on order as well as the subject order. 

(b) “Prompt delivery” normally means within 30 days from date of receipt of 
order by the agency which will authorize shipment in the case of common-use 
standard stock items or from date of acceptance of order for all other items. 

(c) “A reasonable period for delayed delivery of common-use standard stock 
items on order” normally means within 60 days from date of agreement with the 
ordering agency for such delayed delivery. 

(d) “On order” for purposes of stock availability means in process of procure- 
ment under existing contracts or project orders with receipts scheduled to meet 
deliveries for subject orders within period specified in (b) and (c) above. 

(e) “Common-use standard stock items’ include items similar in character 
used by two or more departments or subdivisions thereof for the same or closely 
related purpose, such as those eligible for financing under stock funds. Examples 
are: subsistence, medical and dental supplies, lumber, hardware, fuels and 
lubricants, honsehold and office-type furniture and material, “general house- 
keeping” material. individual clothing and equipment, and vehicular spare parts. 
Excinded are major items such as tanks, aircraft, automotive vehicles, and 
machine tools. 

(f) “Stock available” excludes items subject to repair, rehabilitation, or 
renovation, to place it in condition to deliver pursuant to the terms of the order. 
However, such stock is available to deliver it as in “as is” condiiton if there is an 
appropriate agreement, in which case repair, rehabilitation, or renovation will be 
at the expense of the ordering agency. If repair, rehabilitation, or renovation 
is to be performed by the supplying agency, it may anticipate reimbursements for 
sales during the year, on an overall estimated basis, in requesting apportionments 
of the anpropriation designated to be chargeable for the expense of such repair, 
rehabilitation, or renovation. 

4. Acceptance of an order by the receiving agency, pursuant to the rules set 
forth by the Comptroller General, constitutes a valid obligation of the funds of 
the ordering agency and shall be recorded as such. 

5. The agency accepting an order or requisition shall be responsible for making 
delivery in accordance with the period established in the acceptance. 

6. Whenever stocks are transferred in the future by one agenev to another 
under formal arrangements whereby it acts as a storage and distribution agent 
for the ordering agency, the following requirements of ITI—E, above, shall be 
observed, as follows: 

(a) The storage and distribution agent shall maintain an adequate system of 
accounting for the snecific items of property transferred to the account of the 
requisitioning agency. In other words, overall monetary stock withdrawal 
credits in the future will not be permitted. 

(hb) There shall be no reservations concerning transfer of ownership for the 
specific items. 

(ec) Such property so transferred in the future may not be issued or used 
except as directed or authorized by the requisitioning agency, and then reim- 
bursement to the requisitioning agency will be required if it is issued to or used 
by any other agency whose operations are financed under a different appropriation 
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or fund. This requirement for reimbursement will not be construed to prevent 
the waiver of reimbursements for minor charges that may otherwise be authorized. 

C, Upon receipt of this directive or departmental implementing instructions, 
each agency within the Department of Defense holding orders or requisitions for 
deliveries of materiel from stock of 30 April 1953 shall review such transactions 
for the purpose of notification of acceptance to the ordering agencies or under- 
taking to establish an agreeable delayed delivery date under each order or requi- 
sition, where required by the rules. 

D. Upon receipt of this directive or departmental implementing instructions, 
each agency within the Department of Defense shall review its obligations as of 
30 April 1953 and make such adjustments in its records as may be required in ac- 
cordance with the foregoing rules. 

BE. Following adjustments of recorded obligations as of 30 April 1953, each 
agency within the Department of Defense shall review collateral or related trans- 
actions and make such adjustments thereof as may be appropriate in the light 
of these rules and other rules governing accounting for financial transactions. 

F. Following adjustments of recorded obligations as of 30 April 1953, each 
military department shall furnish a special report to the Office of Assistant Sec- 
retary of Defense (Comptroller) summarizing the amounts of reductions in cb- 
ligations at that date by individual appropriations and funds or allocations of 
funds from other agencies. 


V. IMPLEMENTATION 


Rach of the military departments shall promptly issue regulations or instruc- 
tions implementing this directive and furnish a copy thereof to the Assistant 
Secretary of Defense (Comptroller). 


VI. EFFECTIVE DATE 


This directive is effective immediately. 
W. J. McNErL, 
Assistant Secretary of Defense (Comptroller). 


In the Defense Department Comptroller’s interpretation he defines 
“prompt delivery” as normally 30 to 60 days. In the example I cited 
you, those trucks would not be ready for delivery within 30 to 60 
days. Those trucks are still out in a camp somewhere in the Middle 
West. They have to be replaced by the new trucks, sent in to an auto- 
motive rehabilitation center, be torn down, built back up with new 
parts, and readied for shipment. 

Under the new rules that would not become an obligation until the 
supplying agency—in this case the Rossford Supply Depot—said, 
“We can deliver within 60 days.” 

This does not have any effect whatsoever on the requirements. The 
Danes still want those 50 trucks. It does not have any effect on the 
expenditures, because expenditures do not become expenditures until 
the work has been finished and the trucks are ready to ship. It does 
not change the program, but it definitely changes the book asa 

We are in the throes of putting these new rules into effect, and they 
will have a very significant impact on our obligations picture. 

What we have tried in the chart shown here is to give you a rough 
idea of what the new rules would do. In the Army case, it looks as 
though this will have an effect of somewhere over $1 billion. In other 
words, instead of having unobligated on June 30, 1953, the amount 
that the colonel gave you a few moments ago—I. think it was $258 
million—if we can fully determine accurately the effect of these new 
rules on several aes supply operations, we think the unobligated 
on June 30 will go up to $1.6 billion ormore. The Air Force effect is 
nowhere near as great. In fact, Colonel Boylan told you he estimated 
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his unobligated balance at about $265.8 million. He tells me that 
the effect of the new rules on the Air Force will only be to increase 
that about $7 million, the reason being that very little of the Air Force 
program is coming out of the service stocks. 

(The chart referred to follows:) 


CONCEPT OF OBLIGATIONS 


BASIC CONCEPT 


1. Where the order is to be filled from the supplying agency’s stocks, the 
order will be recorded as an obligation by the ordering agency. 

2. Each military department acts as both ordering agency and supplying 
agency. 

OLD RULES, ARMY 

1. Funds are obligated at time supply directives are issued for end items to 
be provided from service stocks. 

2. “Supply directive” is interpreted to mean the approved program document 
showing the items to be furnished from service stocks. 

3. “Service stocks” include equipment in use, if plans for its replacement are 
established, in addition to items in storage. 


OLD RULES, NAVY 


1. Similar to new rules except for determination as to prompt delivery. 


OLD RULES, AIR FORCE 


1. Funds obligated at time order is issued, without determination as to 
prompt delivery. 
NEW RULES 


1. The order must be firm and complete, i. e.: 
a. Must request prompt delivery of specific available stock items, 
b. Must be accepted by supplying agency. 
2. “Available” means items on hand or on order that will be released for 


prompt delivery. 

a. Excludes items subject to repair, rehabilitation or renovation at expense 
of the services unless subject to sale on an ‘as is, where is” basis.on which 
repair rehabilitation or renovation will be at customers’ expense. 

b. Includes items on which repair, rehabilitation or renovation has been 


completed. 
3. “Prompt delivery’’ normally means with 30 to 60 days from date of accept- 


ance of the order. 


The Navy case is in between. The Navy picture, as I recall it, 
showed unobligated balance on June 30 estimated to be $158 million. 
Under the new rule it is estimated it would be 302 or 303 million 
dollars, 

The problem, then, is when is an obligation an obligation, and how 

can we present the case to you honestly ‘and fairly in this very turbu- 
lent fourth quarter of this game? 

On the old rules, which we think represent a pretty fair picture, it is 
the figure we have given you of about $581 million unobligated balance, 
exclusive of savings. Under the new rules the thing skyrockets up to 
something more than 1.6 billion unobligated. 

Chairman Carperrrerp. Mr. Bentley. 

Mr. Bentiey. Mr. Halaby, can I ask you to turn back to chart 2 for 
a minute? The amount of $151 million held by OSD is a little confus- 
ing. You have got that under distribution of ee balance, 
making a total of 959.5. To get your net unobligated balance you sub- 
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tracted savings of 378 from that. But included in the 378 is the same 
item of 151.1, is it not? 

Mr. Hatasy. That is right. 

Mr. Bentiery. I do not understand how you use the same item twice. 

Mr. Hatany. The total here of all these items is 959.5 million. That 
is inclusive of all these items. The total savings, including this 
amount, is 378, which we subtract from this amount to get the 581. 

Mr. Futon. I do not see that, either. 

Mr. Bent ey. I do not see how you use the figure twice. 

Mr. Vorys. Will the gentleman yield? You had a net unobligated 
balance of 581.5. You have accounted for that much later as un- 
obligated that you want to obligate. 

Mr. Haxapy. That is right. 

Mr. Vorys. The unobligated balance is 959.5. The part that you do 
not want to obligate but you say can be used to reduce that, that is 
out now. Then the 581.5, on the lighter sheets, even if it is not obli- 
gated, you wanted it obligated because it is part way obligated. 

Mr. Hatapsy. Exactly, sir. This is what we would like you to 
authorize to be carried over, not that figure. 

Mr. Bentiry. I follow that. I do not see why the same item is 
used twice on the same chart. 

Mr. Jupp. He adds one and subtracts one. 

Mr. Harapy. These are not all savings, you see. I think the thing 
that might be confusing is that these might seem to be the savings 
figures. They are not. These are the unobligated that we want to 
obligate as soon as we can, This will never be obligated out of fiscal 
1953 funds, but it is part of the unobligated balance which we want 
to distribute. 

Mr. Bentiey. It is a part of the unobligated balance and it is also 
a saving? 

Mr. Hatasy. Yes. 

Mr. Vorys. It is sort of an enforced saving by OSD, tentatively 
withheld and now you say it is going to be withheld. 

Mr. Hatasy. Yes, sir, it is going to be withheld over considerable 
complaint. 

Mr. Jupp. Some of it is unobligated because you have not yet got 
around to it. Some of it is unobligated because it is net going to 
be obligated. 

Mr. Haxasy. That is right. We could have just left this up in the 
overall figure and not have shown it here, but we wanted to break 
this down in detail for you. 

Chairman CurrerrrecD. Any further questions? 

Mr. Somirn. Will you give me the figures under the new rules of 
what that unobligated balance should be ? 

Mr. Hatapny. Under the new rules for Army it would be 1,367, 
approximately. As I say, that is a highly tentative figure because 
there are so many supply actions in progress. For the Air Force, 
273. For the Navy, 302. 

The total is 1.942 billion and then you add this 151 to that. It is 
over 2 billion. You subtract the savings of about 4. It is around 1.6 
billion under the new rules that would be shown as unobligated. 

I must say again that the bookkeeping on this, I believe, is being 
slidieuaael out. ‘There were some imperfections in it. We cooper- 
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ated with the GAO. We believe these new rules are pretty good rules, 
but they raised complete havoc, and it makes it extraordinarily diffi- 
cult for vou gentlemen as well as for us to explain just exactly what 
is at work and what is not at work. In short, I would say that all but 
about half a billion of this is, in our view, at work and that will soon 
be put to work, but the bookkeeping has been thrown into some 
confusion. 

Mr. Futon. Could I ask you about your deobligations? You 
would have, of course, cancellations and reductions of programs. On 
your pie charts you seem to come up with a distribution of funds that 
is all hardware, administration, or some kind of an end item. What 
is the cost of that deobligation? Does that go into administrative or 
where does that expense show up ? 

Mr. Hauany. There are three major catagories. There are so many 
different types of savings that we put in here. The largest category 
is in these accessorial charges. One of the reasons why we have made 
savings, particularly that 151 million that we withheld in OSD, was 
that the deliveries have not been as great. As you well know and as 
this committee has frequently pointed out to us with a lot of vigor, 
the deliveries have not been going fast enough. When the deliveries 
do not go fast the packing, handling, crating, and transportation 
charges are not spent and therefore there is an overestimated amount 
im that. So a large portion of it comes out of these accessorial 
charges. 

The second big category was in training. Some of the equipment 
was not delivered, some of the forces were not quite ready, some of 
the students did not get graduated and did not learn enough English, 
and so on and so forth. 

The third was in price changes. There was a considerable amount 
of savings, using the Air Force as an example. In the Army it was 
even larger. A considerable amount of savings resulted from either 
our overestimating the prices when we put them in the program or 
industry through volume production and higher efficiency got the price 
down from what they thought they were going to get it. Those are 
three main categories. One is accessorial, one is training, and one is 
materiel. 

Mr. Futon. But you must have had some expense, too, for con- 
tracts that you let and obligated and then decided that you would not 
go ahead with. You either canceled or reduced them. 

Mr. Haxary. Cancellations? 

Mr. Fuuron. That is an expense. That is not a credit for unused 
funds. Where on your pie chart would that expense be shown, under 
what category would it appear? 

Mr. Hatasy. I have the Air Force here. I believe the answer to 
that is that if you let a contract for air materiel and then cancel it due 
to some change in circumstances, the funds for cancellation come out 
of your materiel portion of this pie chart. 

Mr. Vorys. I would like to ask, if there is a brief explanation, why 
the difference in accessorial charges of 3.8 percent for Army, 2.7 for 
Air Force, and 1.3 for Navy. The Air Force is twice the amount of 
Navy and the Army is twice the amount of Air Force, roughly. 

Mr. Haxasy. I think General Stewart could give you the very best 
answer. 
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STATEMENT OF MAJ. GEN. GEORGE C. STEWART, DIRECTOR, OFFICE 
OF MILITARY ASSISTANCE, OFFICE OF THE SECRETARY OF 
DEFENSE 


General Srewarr. I think the answer to that is simply that the 
Army has a far greater variety of individual items that require pack- 
ing and handling. You deliver a ship or a vessel under its own power. 
You can deliver certain aircraft under their own power. Inthe Army 
practically everything you deliver has to be packed and physically 
moved on railroads and shipped. I believe, sir, that is the answer 
to that question. 

Mr. Vorys. That is, shipping is in that accessorial charge? 

General Stewart. Yes, sir; packing, crating, and shipping. 

Mr. Vorys. Then at the appropriate time—this may be the time— 
you no doubt have had this called to your attention, that this 278 
million of MSP funds was allocated for the procurement of spare 
parts for Army stocks in anticipation of an appropriation to the Army 
for such procurement. The result of this action, therefore, was to 
report 151 million for the procurement of spare parts for MSP and 
to obligate 127 million against MDAP as a result of failure to effect 
procurement. That item may have been up before. 

Mr. Harasy. That sounds like a portion of the GAO study. 

Mr. Vorys. Yes, I imagine it is. I know the Appropriations Com- 
mittee is studying this. Is anyone here familiar with that? 

Mr. Hatasy. General Russell and Colonel Corbett look as though 
they are not quite ready to answer that one. 

Mr. Vorys. The point is this: The policy was established that no 
deobligation of MSP funds would be permitted because of the official 
statements made to the Congress. Do any of you know about that 
one ¢ 


STATEMENT OF BRIG. GEN. SAM C. RUSSELL, G-4, DEPARTMENT OF 
THE ARMY 


General Russeii. We, of course, read that report and the particular 
item that you are talking about simply falls in the category of all the 
other items that Mr. Halaby mentioned which would, if the work 
could be done by the 30th of June, result in a deobligation under our 
present system of about $1.1 billion. Included in that would be those 
spare parts. 

I have nothing to say about the policy about not making any de- 
obligations on account of what has been said to the contrary. We 
have certainly been told to make these deobligations now and we are 
going to do it. 

Mr. Futron. You can see what it amounts to. When you deobligate 
and then use it for another program that has not been submitted to 
Congress, you are in effect legislating a new program with the money 
that we had put up for a primary program that for one reason or 
another has not been carried out. 

Mr. Vorys. Another of these items that impressed some of us was 
the duplicate obligation—you could call it overprocurement—of $80,- 
728,492 on M-24 and M-41 tanks. Again, I assume that item has been 
called to your attention. I wonder what is the explanation to that. 

Mr. Hauasy. I will ask General Russell or Colonel Corbett for that. 

General Russeiy. Sir, do you want an explanation of how that 
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happened or do you want an explanation of how that fits and how that 
will be corrected under the new rules? 

Mr. Vorys. I wanted two things. First, how it is reflected in these 
figures here. Have we got 80 million more in there for tanks than 
we have got tanks and is that going to be picked up later, or has it 
been taken out or where do we stand on it! 

General Russeii. In the obligations figures as presented under the 
old rules, I think we have $80 million indicated as obligated for tanks 
beyond the actual MDAP requirements for tanks. 

Mr. Vorys. How did we ever do such a thing? What they did, as I 
understand it, was to cut down the number but made no change in 
the bookkeeping item. 

General Russe... It was not quite that, sir. The MDAP money 
was used to order new tanks. When these tanks were ready for allo- 
cation, which had been procured with MDAP money, they were given 
to the Army. Instead of these tanks the Army furnished a different 
type of tank from Army stocks for MDAP, and the bookkeeping 
resulted in MDAP being charged for both the new tanks, the pro- 
curement tanks, and the tanks which were furnished from Army 
stock. 

Mr. Vorys. I thought that was another item. I thought it was the 
M-26 tanks were MDAP was charged $200,000 for $81,000 tanks. 

General Russexu. That is incorrect. As far as I know, MDAP was 
only charged the proper price for the M-26 tank, which is about 
$136,000, But the point was, they were also charged for the M-47 
tanks which they did not get 

Mr. Vorys. In our notes on the inv estigation, we have got M-—24’s 
and B-47’s and M-26’s and we understand there were two sets of 
duplicate obligations or overcharges. Are you familiar with that? 

General Russet. The same thing happened with respect to the 
T-41 or M-41 light tank and the M—24 light tank. What I was talk- 
ing about was the medium tanks. A similar situation did occur in 
the light-tank field. 

Mr. Vorys. In this very able and clear summary that has been pre- 
sented here today, are the duplicate obligations in or out of the totals 
that end up on the first page with available fiscal year 1945 program 
of 378 million? 

Colonel Corserr. Mr. Chairman, on the figures we have given you 
there of the dual obligation, it amounts to about 450 million. They 
are all taken out of the figures as we have reported them here today. 
The dual obligation where it occurred against service stock, that is 
also taken care of in our figure under the gy rules of how much 
money we will have under obligation on June 30, 1953. 

Mr. Vorys. Then why did we not end up with $450 million availa- 
ble for fiscal year for 1954? 

Colonel Corserr. We had 10 items on this program. We obligated 
the money for those items against procurement. The Department of 
the Army furnished four of those items from stock and they charged 
us for those items. So actually we were charged momentarily for 
14 items. We only had 10 on the program. 

There were four other items which were on the program which we 


would not have money to pay for if we had them delivered at that 
particular moment. We were bankrupt. Therefore, our total amount 





MUTUAL SECURITY ACT EXTENSION 1209 


of money is the same. For every dollar we have an item on the pro- 
gram which, if delivered, we will have to pay for. 

Internally, you have overobligated for some items and you do not 
have money. Actually, if you could deliver the item you would not 
have money to pay for it until you got these overobligations str: aight- 
ened out. 

The figures that we have presented to you show those overobliga- 
tions straightened out. We have it item by item and by quantity, with 
the amount of money beside it. You add them all up and it comes to 
$8,265.4. 

Chairman Cutrerrievp. Mr. Fulton. 

Mr. Furron. Could I ask you a question slong that line? On 
calculating the program for the coming yea - and fiscal 1954, you 
have probably caleulated either exactly on Sens to be pure hased 
or you have had i in the calculation some leeway or margin for varia- 
tion. Is there any way that you can tell us what your leeway in 
this fiscal 1954 program is, for example, in the Department of Defense ? 

Colonel Corserr. For the Department of the Army, sir, the pro- 
gram that we have planned for the coming year, that we have now 
designated on the best information that is available to us, what items 
are coming from stock and what items are coming from procure- 
ment. We know the cost of the item that we are going to charge from 
stock. On the item that we are going to charge from procurement, 
we take the latest contract price, that is, the price as of the time the 
program was made up. We charge that price against it. When a con- 
tract is let next year that price w ill fluctuate either up or down. That 
is the way, actually, we get the savings this year as we told you in 
the price change. 

Mr. Funron. How much margin then, would you say there was 
in the fiscal 1954 program? What would you leave for fluctuations 
and variations and things like that that you cannot calculate exactly 
now? Anything? 

Colonel Corserr. No, sir; we leave nothing in the program for 
price escalation or engineering modifications in the Department of 
Army program, sir. We go by item, by cost, and by unit cost. 

Mr. Futon. Then, why do you always end up with a surplus, 
with an unprogramed, unexpended, and unobligated balance at the 
end of each fiscal year when you come to ask for more? 

Secondly, you always seem to have room for your engineering modi- 
fications and development that you say you do not program for. 

Colonel Corserr. Sir, there are two factors that enter into that. 
First of all is the program which is, shall we say, something else, but 
firm. During the year different requirements arise and the forces 
you are supporting change. So requirement comes to very high 
priority. 

Therefore, your program actually throughout the year changes. 
In fact, we have program changes almost every day. C onsequently, 
you have a certain amount of funds generated every month that come 
out of these program savings. At the same time, you have a certain 
amount of items which the technical services state they do not have 
enough money to pay for. 

So each month we have this great voluminous report that comes 
in and we try to balance off at the end of every month. The savings 
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that come up are immediately programed for high-priority require- 
ments which we have not been able to program for before. 

Mr. Furton. Then, when you have such a variable program, which 
you say varies from month to month, when there is talk of a cut in 
this particular program, there is no way, for example. the Depart- 
ment of the Army can come up and say, “That is going to cut off 
so many tanks, so many planes, so many end items of military use,” 
because you have such a changing program you cannot now say defi- 
nitely enough what the end items will be for 1954. 

Colonel Corzerr. Yes, sir; we can say what the end items will be. 
We know now that we can say what each end item is for. We have 
it in sufficient detail that we can tell you actually what units it is 
going to in these foreign countries. 

Mr. Futton. Then I do not understand your saying you have such 
a change in program month by month, if that is the case. You see, 
it is either a fluid program that you change as you go on one of 
your statements, or else it is a fairly exact, crystalized program as 
we see here. 

It cannot be both. 

Colonel Corsetrr. The changes that I spoke of before are major 
changes, some of them. One good example of the major change that 
occurred in a program last year was when it was determined to furnish 
tanks that were procured offshore for the Netherlands and Denmark. 

We took off the M—47 tank and we put on Centurion tanks, which 
were of British manufacture. That was a major change in the pro- 
gram. 

There are changes of the same order. Certainly that is the largest 
change that we have, but there are changes of the same type, not of 
the same magnitude, that occur quite often. 

Mr. Futon. My final question is this: If that is the case, you say 
that you have a firm program for the year and it is made on strategic 
urgencies. You would then be able to supply this committe with 
what would have to be cut in hardware and in the end items if the 
program were cut overall, let us say, a half billion dollars. 

Likewise, you would be able to supply the same information if 
the program were cut a billion dollars and what effect it would have 
for the program on your procurement in the fiscal year 1954. 

Chairman Currrrrterp. W ill the gentleman ; yield? 

Along that same line, what is the figure. Mr. Wood, of the cut in 
the present program? That is the revised figure? 

Mr. Woop. It is $354 million, with a possible further amount of 
$50 million, depending on whether certain possible drafts against 
those funds develop between now and the end of the fiscal year. 

Chairman Cutrrrrrecp. Following up Mr. Fulton’s question, what 
have you cut off in this new program that amounts to $354 million? 

Mr. Fuuron, That is a good question, Mr. Chairman. 

Mr. Hararny. We attempted to answer that question a moment ago 
by service, by describing the savings. 

A large amount of those savings came out of overestimating the 
number of trainees that we would have. 

Chairman Cutrerrietp. Mr. Halaby, if I have a horse that is worth 
$10 and I try to sell it to you for $15 and I finally come back to you 
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with the real value of it and sell it to you for (10, you do not save 
$5; do you? 

Mr. Fuuron. No; but here is the point I made earlier. You had a 
cushion in there that you were overestimating prices with, because 
if you were going to be safe on a program, you were not going to cut 
it to the exact time and price. 

Chairman CHuIPERFIELD. It is not the savings, really. It is just 
an overestimated price on it. 

Mr. Furron. So I have asked, What is the cushion in the program 
or the leeway for margin or error? 

Chairman Cuirerrievp. If you are going to buy 2 guns and you only 
buy 1, you are saving. 

If you have the wrong price on it and then get down to the right 
price, I am not sure you do. 

Mr. Furron. I know a certain Congressman who said his wife was 
always coming home and telling what she had saved in these bargain 
sales. 

He said, “If you do it next week, you are going to bankrupt me.” 

Mr. Vorys. A Congressman out at Las Vegus said he won $25 be- 
cause he did not bet and that is what he had set aside to gamble with. 

Mr. Hatasy. Just as a general statement, I think General Ridgway 
and General Stewart and various others have explained to you how 
the overall military requirements are much higher than these building 
blocks will ever reach. 

There are deficiencies in every one of these countries that will never 
be met. We are going up to a certain level and meeting those de- 
ficiencies. No one, to my knowledge, has ever claimed, Mr. Fulton, 
that these programs we present here each year are static, fixed pro- 
grams. Every year it has been made plain, I'think, that they are 
illustrative and they are certainly dynamic. There is just no question 
about it. I would not want to pretend they are not flexible to meet 
changes in requirements. 

Mr. Fuuron. I am glad to hear that. On the floor last year, or 
the vear before, I was arguing that a program should not be cut and 
Mr. Roosevelt on this committee had been so sold that he said, “If you 
cut one dime out of this, you may ruin the country. 

Mr. Haxasy. You will get a dime’s worth less requirements. 

Mr. Fuuron. The question is, When we approach this program, how 
are we selling it—as a fixed, static program or as a fluid program { 

It it is a fluid program and there is a cut, for example, $500 million 
proposed, then you people should be able to give those of us who will 
be sustaining the program in all probability, what that does to your 
program. 

Mr. Hatasy. We can tell you, sir; we can give you a list of items 
that total up to $500 million. 

Mr. Futron. On the order of strategic urgency which would you 
first dispense with ? 

Mr. Hatasy. That would take a considerable amount of work and, 
as I know you have found each year when you have asked that ques- 
tion, it is almost impossible to get the kind of answer that will satisfy 
you. 

When you take $500 million and just arbitrarily put it by a certain 
country here, a certain battalion there, and so on and so forth, you get 
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nothing but what the current thinking of the individual who provides 
you with the statement may be. 

Chairman Currerrietp. Off the record. 

(The then following remarks were not reported. ) 

Mr. Benrixy. This $210 million estimated savings from the mili- 
tary department is included in that $354 million that you mention? 

Mr. Woop. It is. 

Mr. Vorys. What about the $968.9 million transferred to other 
agencies? Is that under the 10 percent? 

Mr. Woop. $603 million of that is under the transfer authority. 
You may recall, Mr. Vorys, last year, the emergency transfer from 
military funds to the defense support for the United Kingdom when 
that crisis developed there. The balance has been allocated to other 
agencies for programs administered under the Mutual Defense Assist- 
ance Act. 

It includes that sort of transfer. A more detailed analysis of this 
amount is included in the following table: 
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Mr. Vorys. Could you give us, in a sentence, a description of what 
it went for? Would that be typical economic aid to various countries? 

Mr. Woop. That is right; for the most part. It was also to provide 
military components, materiel and other requirements for the armed 
forces of participating countries. 

Mr, Hauasy. Of the $993 million, Mr. Chairman, $603 million was 
transferred to MSA under the 10-percent authority, and of that 
amount, which was administered as defense support, by far the largest 
portions of it have gone to the United Kingdom and France. 

Mr. Vorys. That is the $600 million they are getting this year? 

Mr. Haxasy. No, sir; this goes over the last 2 years. 

Mr, Woop. This is for fiscal 1953 ? 

Mr. Fuuron. Your amendment last year, June, was for $670 million, 
was it not, of Europe? 

Mr. Vorys. $615. 

Mr. Furron. What effect did Mr. Vorys’ amendment have on the 
program for fiscal 1953, cutting Europe by about $600 million as 
to programing, when we see that there is already available for fiscal 
1954 programs $376 million more or less left over above what you 
had come in here and justified? And this was in addition to the 
appropriation bill cut which was later made. 

To me it looks like it did not hurt a bit and you still had some 
margin. 

Mr. Hauasy. In a 1614-billion business there are bound to be changes. 
You can take any company today on its set of books, if it can tell 
you what the books show—and very few can as of any particular 
day—and they will have to explain that there are thousands of things 
going in and thousands of things going out and that they have over- 
estimated some things and underestimated others. 

No one has ever presented it as anything less than a dynamic and 
fluid program, so far as I know. But the fact is we are still pro- 
graming against deficiencies of military power that will never be 
met. 

Now, you say you cut fiscal year 1953? 

Mr. Fuuron. We cut it last year. 

Yet you have $378 million left over, which is about a billion dollars 
difference in your justification. 

Mr. Haxasy. Out of 4 years appropriations we have made what 
we call, and we believe fairly, $378 million worth of savings. 

Mr. Vorys. No; you have made, according to your own figures, 
$378 plus $968.9. That is, out of $16,500 million that you got for 
military purposes, you gave away or there was taken away from you 
for other purposes, $968,900,000 even after that was taken away from 
you for nonmilitary purposes, you end up with this so-called saving. 

Mr. Fuuron. Plus the cut that Mr. Vorys’ amendment made from 
your programing on the floor last year of $600 million. 

Mr. Haxapy. The cut was reflected in this figure? 

Mr. Futton. That is right. But I said from what you have justified 
last year first off came the $600 million that Mr. Vorys took off for 
Europe and then some cut for the Far East. Then in addition you 
had the leftover amount of $378 million that you either saved or you 
are going to spend later on later timing, plus the diversion to other 
agencies of the $968 million. 
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Mr. Woop. In connection with this cut of last year, I think the 
following may clarify the point. As soon as that cut was made by 
the Congress, the Department of Defense immediately cut back its 
planned program, thereby further increasing the uncovered deficiency 
between requirements for defense and availabilities. 

They were no longer trying to carry out fully the program that 
had been laid before this Congress when the presentation was made 
last year. 

When the funds were cut back, the program had to be cut back. 

You cannot ever escape the fact that if you have less money you get 
less end items and you get less defense. 

Mr. Fuuton. On that particular question, then, that leads me right 
back. Will you please supply me the exact change that that cutback 
made in end items? I would like to know what the program change 
was because if the effect has been as you said, accurately, you can 
describe it. 

Mr. Woop. I am sure that we can show you replanned program 
resulting from the cut made on the floor last year and compare it with 
the program which had originally been planned, so that you can have 
a specific answer to that question. 

Is that not true, Mr. Halaby ? 

Mr. Harasy. I think if you want to put quite a few of these fellows 
to work here for several weeks, they can come up with their best 
estimate of the change. I do not think it will mean very much. 

Mr. Fuuron. You would not have to became he said there was a 
specific planned program cut. Let us see that planned program cut. 

Mr. Harasy. Let me, if I may, for a moment talk about the defense 
of Western Europe. 

General Ridgway has told you how defensible it is. 

Mr. Furron. Please do not leave my argument. 

Mr. Hatapy. I will come back to it, if I may. We have made clear 
to you that there is almost zero in these programs for home defense. 

( Diseussion off the record.) 

Mr. Hatasy. We have not programed hundreds of thousands of 
things that these forces say they need in our military requirements. 
We have not even dipped into a whole wide area of deficiencies in 
hardware that they require. 

Furthermore, as we have told you each year, they are producing less 
than we had hoped they would ‘produce for themsélves. We always 
program against these deficiencies that will never be met. In the last 
year, whenever we found a deviation from the program we illustra- 
tively presented to you last year, we took the highest priority deficiency 
we could identify and reprogramed against that. 

For example, we knocked off the program quite a few items in the 
Air Force to provide more interceptors. There are very few inter- 
ceptors in the program. 

But General Eisenhower and General Gruenther and General Ridg- 
way said that interceptors had become one of the highest priority 
items of all. 

As a result, the dynamics of the program went into effect and we 
knocked out some other deficiencies and gave them to the interceptors. 

Now, on ammunition it became clear, particularly as the rate of fire 
in Korea was more easily estimated and identified than had been 
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previously known, ammunition began to become the item to 
reprogram for. 

I think in any business, even in our personal affairs, you will find 
yourself constantly reprograming your resources against your 
requirements. 

Mr. Fuxiron. It becomes increasingly hard for some of us who have 
backed this program to find unexpected, unexpended amounts, unobli- 
gated amounts that are obvious, and unprogramed amounts that are 
called savings, when we come up again to ask for another authorization 
for fiscal 1954. 

It looks like you have not been able to spend or allocate the program 
we have given you. Then you come back and say, “Look, give us 
exactly what we want this time because the previous times where there 
has been an excess will not happen again.” 

The colonel has said, “We program these things with no surplus 
inthem. There is no leeway.” 

Chairman Cuiprerritetp. Mr. Vorys, do you have a question ? 

Mr. Vorys. I just wanted to say that it appears to me that taking 
a long view of this, what has happened is that we have not programed 
as fast as the money was made available for this program. 

Now, we have heard two excuses. One of them at least, has been 
overemphasized. 

That is lead time, which is becoming increasingly unimpressive. 
The other is that this program has been robbed repeatedly, and I think 
justifiably, for the benefit of Korea and things like that. 

But the other thing is that the European forces have not been 
assembled as we thought they would. With this program of about 
s6 billion, we have got all the forces over there pretty well fixed up. 
We have not got any commitment to double the forces, but we have 
got a billion, more than double the amount spent, which is still unex- 
pended. The money requested is large for a slight increase in forces. 
To be specific, you have this gigantic item for the French Army of 
over $1 billion additional for a trifling increase in bodies. 

We are not smart enough either to justify that or to point out what 
is wrong with it. 

But when we have this repeated performance, we take a long look 
at it and we say, “Well, the only time this looks firm is around this 
table in the hearings and then it begins to fall apart in this country 
and abroad.” 

And it may fall apart around this table. 

Chairman Cuiperrie vp. Are there any further questions at this 
point ? 

May I ask this question of the committee ¢ 

Could we meet tomorrow? We cannot finish today. We have got 
this special-weapons session. 

Mr. Vorys. We can finish that in about 15 minutes, I think. 

Mr. Woop. You have not finished this one yet. 

Mr. Vorys. No. 

Mr. Hatrasy. I can go through this at any rate yousay. I think the 
most important chart is this one, the last one, No. 22. 

Mr. Furron. Could I ask something that I deferred previously ? 

Chairman CurprrFievp. Yes. 

Mr. Fuuron. There is no doubt there will be an amendment here 
for a half a billion dollars cut and a billion dollar cut. There is no 
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doubt about it. What is going to happen to the program if that 
occurs? Somebody is going to have to get on the floor and say it. 
Unless you can answer it, that is going to be the cut. So, somebody 
here, in line with my request, should come up and say what is going 
to happen to this program if that is done in fiscal 1954, 

Mr. Woon. It is very easy to say that generally and in time they 
could work out the details of it. 

If you cut it, you are going to get less military equipment ordered 
and available for the defense of whatever area is cut than you other- 
wise would have. 

In view of the already great deficiencies, to speak only of the air- 
craft and the ammunition reserves that General Ridgway mentioned, 
all you will do is to get less of the things that are needed and will be 
vitally needed if the balloon goes up. 

There is your general answer. It can be spelled out in just as much 
detail as you like, Mr. Fulton. If you give the services the time to 
develop such a figure, they can do it. 

Tt takes a long time to reprogram these things because, as General 
Stewart explained earlier in the hearings, when you cut out one thing 
there are all sorts of other things that are associated with it which 
have to be dealt with. You have to run it all the way through these 
interrelated programs. But the plain, simple answer is that you will 
cut out an amount of defense equipment that is regarded as already 
inadequate in the light of the deficiencies which now exist. 

Chairman Currerrietp. You would not when you cut out water- 
sheds and dams and that sort of stuff from Pakistan and India. 

Mr. Bentiey. Mr. Chairman, if this cut goes through as Mr, Ful- 
ton mentioned, the reprograming job will have to be done anyway, 
will it not? 

Mr. Haxasy. That is right and it would take, would it not, General 
Stewart, about 3 months? 

General Stewart. I would like to get in the record an answer. 

In the first place, I would like to get in the record an answer to 
Mr. Fulton’s statement a while ago that due to this bookkeeping 
mess—— 

Mr. Futon. I did not call it a mess, General. 

General Stewart. Confusion, then. 

That we have money that we will make available for which no au- 
thorization has been given. 

Every item and every dollar in this program has been accounted 
for. As Colonel Corbett I thought pointed out quite clearly, some 
of this money, due to the bookkeeping in the various technical serv- 
ices, has been charged against too many items in one category and 
has not yet been deobligated and put against what we originally 
programed. 

Every item in that program is a requirement and every dollar. is 
charged against a specific item in our book. When we get the book- 
keeping straightened out, there will be no funds to create a new 
program. I would just like to make that clear. 

As for the cut, whether or not you take $500 million off this pro- 
gram or a billion, it comes out just this simple: We are nowhere near 
meeting the deficiencies that have been established. You will get that 
much less. The distribution of it can be any distribution you want 
it to be. 
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When you make a cut in what we have requested, we go to the Joint 
Chiefs of Staff and ask for their judgment as to where ‘the new funds 
will be applied. We do not cut out one country completely, which 
would be a very nice example. 

You could cut out one country completely and make these figures 
come out and say that is how many tanks we lost. But to keep this 
thing alive we feed some of this equipment to everybody. We feed 
it on the advice of the Joint Chiefs of Staff as to where it would be 
the most important. The reason we could not come up overnight and 
tell you how many tanks it would mean is because if it is to be done 
properly, we have to get a military judgment as to which forces in 
which country can stand this reduction with the least jeopardy to our 
own security. 

But no matter how you change it, no matter what you say about 
it, you get that much less military equipment. 

I just wanted to get that in the area 

Mr. Futron. Might I comment on that. The services certainly did 
not come up here with justification on a single plan to the exclusion 
of all others. They must have had alternative plans provided there 
with alternative authorizations. As to the detail, if they had specific 
categories, they might have had various amounts in various categories 
that they built up into a rounded program. 

They have set and talked among themselves to do it. I may look 
like an amateur, and I had not brought it up before, but I was on the 
Aircraft Scheduling Unit in World War II for a while, assigned by 
the Navy to it, for the British Air Force, the American Air Force, 
for production of World War IT planes. 

When those programs were set up the ASU certainly did not come 
up with one unalterable figure, nor did we come up with a strategic 
urgency on one thing that other strategic urgencies did not have to 
be balanced against. 

On this particular program, General, when you do deobligate for 
one particular category that you have thought you had programed for 
originally, you do not just let the money lie idle. You have used it, 
all except $378 million, and you have used it for other categories. As 
to the excess that you have left over this year of $378 million, after 
the Vorys cut for Europe, for example, of $600 million on your pre- 
vious programing, it does become a matter of explanation as to what 
a proposed cut of $500 million on your figures for fiscal 1954 would do 
to your program, or for example a cut of about a billion dollars. 

The reason for it is this: If I take the $600 million that Vorys cut 
from the program for Europe alone, and I guess 100 and some million 
for the East, and add that to the $378 million either through savings 
or unexpended yet, it brings you to about a billion dollars on your 
fiscal 1953 program that was different than you had come up here to 
justify. It isa very legitimate inquiry from this committee and from 
me especially as to how your present figures are made up. 

Your past experience, as Mr, C hiperfield has said, before this com- 
mittee is one which gives us cause for a reasonable inquiry. I hope 
that the record will not show that I said there was any mess in book- 
keeping in the Army. 

Mr. Vorys. I was the one who said that. 

Chairman CurperFreLD. General Stewart, did you want to reply 
or say anything in addition? 
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General Srewarr. I would like to put in the record that I have 
here the kind of document that Mr. Fulton speaks of as to the priori- 
ties and what each one costs. 

You can draw a line anywhere across there and show what you cut 
out on these given priorities. It happens to be an Army document. 
I would be very glad to insert it in the record, if the chairman so 
desires as an illustration of how we develop those or to show it to any 
member of the committee individually who cares to see it. 

Mr. Vorys. General, is that a classified document? 

General Srewarr. Yes, sir. 

Mr. Woop. The form in which it is done, with illustrative figures, 
could be declassified, could it not? 

General Stewart. This was a piece of paper that was developed 
several month ago in connection with the development of this year’s 
program. 

Mr. Woop. Could we not put in the record, General, the form with 
either X’s or something else to show the form in which this was done? 
The form itself is not classified ; is it ? 

Chairman CurrerrreLtD. Without objection, then, we will put the 
form in. 


(The information referred to follows :) 
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Mr. Furron. If there were a further cut proposed im this program, 
would the cut be taken by the Department of Defense as an arithmetic 
or a percentage cut, right across the line, as General Bradley had said 
the cut was made when it was reduced from the original estimates, or 
would it be a planned program of cutting away ac cording to the var- 
ious strategic urgencies. 

General Srewarr. It would be a planned cut. If you will recall, 
I believe the percentage cut was explained as made simply because 
it was the 29th day of April when we were given the figure. We had 
to come up here and appear before these committees in a matter of 
about a week. 

As a matter of urgency, the Joint Chiefs of Staff gave us their 
advice in the form of a percentage cut. Whenever we get whatever 
funds Congress appropriates to us, we shall take those funds to the 
Joint Chiefs of Staff and ask for their military judgment as to how 
they shall be divided among the three services, and among the types. 

On that, if approved by the Secretary of Defense, the services then 
will develop a refined program within the ceiling of the funds made 
available. 

Chairman Cuiperrretp, General, may I ask a question, please ? 

The other day Governor Stassen testified that the savings that were 
reflected in the revised figures of $354 million reductions were from 
the remnants of the last year’s program. Has there been any reduc- 
tion in tanks or end items in this new program because of a reduction 
of $354 million? 

Where did that saving come from? 

General Stewart. We work, Mr. Chairman, as you know, on yearly 
ne nts and yearly programs. Within a given program, as you 

‘arry the program out, you may develop certain savings. You can 
do 1 of 3 things with those. You can come up here and say, “We 
have saved out of the planned expenditures of this year, the planned 
program, this much of the money that you made available.” Or, we 
can come up and say, “We have got so much to carry over and please 
let us have it and we will apply it against next year.” Or, we can 
force, at the last minute, a portion of next year’s program in the form 
of a deviation into this year’s program and obligate those funds. 

Chairman CHiperrretp. What did you do? 

General oie art. We came out with the exact status on which we 
stood and said, “At this moment these are funds that we cannot in our 
opinion properly and efficiently use this year 

The overall requirement still exists, but we have not been able to 
use these in this period. 

Mr. Vorys. Certainly no one will criticize that. 

Chairman Currerrretp. I am not saying that in a sense of criticism. 
I am just trying to get information. 

Mr. Vorys. No one would criticize that form of candid, accurate 
reporting. But, it still leaves quite a problem here. 

Mr. Hatasy. Could we go back, Mr. Chairman, to the savings for 
just a moment ? 

Commander Schmeder, would you tell us what the $15.7 million 
Navy saving is composed of ? 

Lieutenant Commander Scumeper. Yes, sir. 

As I mentioned before, it consists of four items. The first item is $8 
million savings on flight training costs for France, the United King- 
dom, and Italy. 
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As you mentioned, the reason for the saving was the inability of the 
recipient countries to provide enough English-speaking students with- 
in the year to take the course in flight training that was planned for, 
plus a recalculation of the cost. of flight training itself, which was 
actually conducted, the lowering of the price which the Navy was ask- 
ing as reimbursement for the training at Pensacola and the other 
training stations. 

The second item is $4.9 million not required for training other than 
flight training. The same set of circumstances, but a different type 
of training. $200,000 saved on the development cost of a particular 
engine, 

That, incidentally, is the only item of saving on material, end items, 
due to a price change. 

The last item, 2.6, was savings on accessorial costs. 

Mr. Halaby, I think that has been explained that that was due to 
less movement of materiel due to slow shipments than were anticipated 
when the program was made up. 

The total was 15.7. 

Mr. Havany. What will happen to that 15.7¢ Is that going to get 
obligated and spent, or is it going to be against these present pro- 
wrains, or is it going to be applied against next year’s programs / 

Lieutenant Commander ScuMeprer. We hope it will be carried over 
to apply against next year’s programs. 

Mr. Hanany. We can go through it with the Army and the Air 
Force. 

Chairman Curperrie.p. I think that covers the situation. 

Mr. Haxapy. If I may very briefly go over the expenditure picture, 
1 would like to do so. 

(The information referred to is as follows:) 


DEPARTMENT OF DEFENSE 


MDAP—Status of expenditures 
{tn millions of dollars] 





; Office of 
Potal Army Air Force! Secretary 
of Defense 


unds earmarked for military assistanc j 
unds to be available for Apr. 30, 1953, approved | 
programs 5, 229.3 3 | $4,811.4 | 
expenced Apr 30, 1953 | 195. 4 3. 86: 1, 618.0 
<stimated expenditures May-June | 355} 98 2 100. 4 
‘stimated unexpended balance June 30, 1953 for 
currently approved programs , 139. ¢ 247 2. 803.0 
Inexpended balance June 30, 1953 for programs 
in process of approval 

Total unexpended balance June 30, 1953 _- 8, 265. 2 022.2 | 2,803.0 
Funds withheld by Office of Secretary of Defens« 15 


Grand total unexpended funds earmarked 
for military assistance 
Less savings available for fiscal year 1954 pro- 
grams. 


Estimated net unexpended balance, June 
30, 1953 


1 Summary, as follows 
Exnended Apr. 30, 1953 ean . $6,195.4 
Estimated May-June expenditures... a tone aan . 804.7 
Q 


Total : 7, 090. 
Estimated unexpended - a e . diated < see 5, 416. 


Earmarked for defense . 15, 506. 4 
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Mr. Haxasy. Of the total of $151% billion earmarked for the De- 
partment of Defense, we have funds to be available on April 30 of 
about $15.2 billion. Of those funds we had expended on April 30, 
36,195,000,000. We estimated we would expend during May and June 
somewhat less than $900 million. That lett an estimated unexpended 
balance against these approved programs of about $8.1 billion. As 
I told you a few minutes ago, there was an Army program pending 
approval of 126, and that makes the unexpended balance tbhout $8.2 
billion as estimated by the services. 

Chairman CurrerrreLtp. Would that not allow $5 billion for the 
next year and $3 billion for the following year ? 

Mr. Hatapy. That could be. You may get a net unexpended 
balance on June 30, 1953, of around $8 billion. We will have spent 
during fiscal 1953 approximately $4 billion. Somewhat less, in all 
acohibility, when the final figures are in, in July. We are estimating 
that we would spend in 1954 for deliveries—that is, we will get goods 
and services—in the neighborhood of $5 billion. We can break this 
figure down by service as we have done here, and we can break it 
several different ways to show you where the money is that has not 
been expended. 

We have tables 19, 20, and 21, for the Air Force, the Army 
and Navy, to show you just where the money is at work. These 
ure just estimates; they were prepared in the last few weeks by the 
services. They will explain them if you wish. 

Unexpended balance has been obligated or committed except the 
amounts I have just explained to you. The question constantly comes 
to mind why if you have that much overhang do you need any new 
funds in fiscal year 1954. In an attempt to analyze that for you, I 
had this chart made. 

(The information referred to is as follows:) 


DEPARTMENT OF DEFENSE 
MDAP—wStatus of expenditures 
{Billions of dollars] 


Funds estimated to be available for military assistance June 30, 1953___. $15.5 


Unexpended balance April 30, 1953__...._-~-- 
Less estimated expenditures Mar—June 195: 


Estimated unexpended balance June 30, 1953_..-.---.-~. sie lidaiteatnnt 


Analysis of June 30, 1953 unexpended balance 


Estimated unexpended balance June 30, 1953 
Savings available for fiscal year 1954 programs____-__.------.------.. 


Estimated unexpended balance June 30, 1953, against fiscal year 
2900-SS ORRIN oi Sil Rb i nnn enn ewes 


Training, administration, accessorial charges, and infrastructure 
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Analysis of June 30, 1953 unexpended balance—Continued 


Offshore procurement: 


Air Force 


Army 

Navy: 
tis capie taeeces toes toa chaitg cesarean iad detetipnsnich iesapeeeegecoss $0. 4 
Aircraft__- ; d 2 
Other 


Air Force: 
Aircraft 


Mr. Harasy. Chart 22 shows that of the 1514 billion available, we 
had spent up to June 30 of last year 3.2 billion. You are familiar, I am 
sure, with why those expenditures were so low. The major reason was 
the needs of the Korean war. 

The second reason was lead time. There are no off-the-shelf items 
in this program, to speak of. There had been production delays, 
design changes, and production difficulties, strikes, and so on. The 
money was at work, but wasn’t producing goods at a very rapid rate up 
to a year ago. During the last year we have spent, up to April 30, 
almost as much in 9 months of this year as we had in the previous 3 
years of the program. 

This would leave, after subtracting all expended funds up to April 
30, 9.3 billion. The services estimate expenditures between April 30 
and June 30 of about 900 million, which would leave an estimated 
unexpended balance on June 30, 1953, of 8.4 billion. You subtract the 
savings and you get as shown on the previous chart slightly more than 
8 billion unexpended. 

Now, where is that money at work? How do you break that down 
and really get at what it represents? The first is this reserve for 
training, administration, accessorial charges, and infrastructure of 
$300 million. The accessorial charges have to be held against a con- 
tinuing pipeline of delivery. 

In every delivery there is some sort of packing, handling, and crat- 
ing charge. Thisisa much more modest figure than we have estimated 
in the past, and we believe it is realistic in the light of experience. 

Mr. Proury. Mr. Chairman, may I interrupt you there? 

You would call that a fixed charge against present appropriation ? 

Mr. Hatasy. A clear charge. It is kind of like an account payable, 
an estimated account payable in a bookkeeping sense ; unpaid bills for 
services or goods in the process of performance and delivery. You 
know that you are going to have to pay so much for your gasoline for 
your car in the coming year, so much to train the children, so much for 
school expenses, so much for the administration of the household, and 
so on. 
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The next subtraction we would make would be the whole offshore 
procurement program which I testified a couple of weeks ago would 
be cumulatively about $2 billion by June 30, 1953. 

Why should that be subtracted out here? First, because everything 
on that program is hardware, long lead time stuff. 

Second, the program was only started 15 months ago and the major 
contracts were only let 3 to 12 months ago. The bulk of this year’s 
contracts, as I pointed out a couple of w eeks ago, will have been’ let i in 
the last 6months. So we are getting very few ‘deliveries and ver y few 
expenditures here and these expenditures for a variety of reasons will 
extend all the way into 3 years from now. That offshore procurement 
program is at work. It is buying end items. It is building up a 
mobilization base in Europe, and it is providing a lot of incidental 
and secondary economic benefits. 

If you net that out, you are left with about 5.7 billion that is at work 
for goods and services in the United States. 

Chairman Currerrietp. Where is the defense support in there ? 

Mr. Havasy. I am just talking about the end item money here. 

Chairman Crirerrrexp. I misunderstood you. 

Mr. Furton. Could I give you a comparison on something at that 
point? Actually, on the histor y of your expenditures you have shown 
a saving in unexpended carryover money that you would like carried 
into fiscal 1954 of $378 million on an expenditure of probably $4 billion. 

Mr. Harapy. No, that is against an obligation. You have to apply 
those savings against the obligations, which would be a total of :151% 
billion. 

Mr. Burirson. Mr. Halaby, you do not show an unobligated balance 
of any sort, do you ? 

Mr. Havasy. I am just talking about expenditures. 

Mr. Burieson. I want an unobligated figure. 

Mr. Vorys. Your unobligated is going to be that $1.6 billion under 
the new rules. 

Mr. Provry. Let me see if I am correct about this. 

These so-called fixed charges that you have just explained, if that 
were added to that 

Mr. Hanasy. Those are all obligated, you know. 

Mr. Burieson. Let us consider for a minute that they are not, in the 
sense that you go out and buy a package of something you carry away. 
That is not exactly true in this sense. If that were added to the 1 
billion plus, that would come out to about 414 billion, would it not? 

Mr. Hatapy. You can’t add that to it. Of this total up here, 151/ b, 
all but about a billion and a half or a billion six, as Mr. Vorys puts it, 1s 
obligated under the new rules. Under the new rules, all but about 1.6 
billion of it will have been committed under contract out of service 
stocks. Now we are talking about what portion of that is being 
expended at what rate. To get at Mr. Fulton’s question on that, I 
wanted to give you, by servic e—and I can give it to you by category— 
what the current rate of expenditures is, because that is the real test 
of whether you need this money in this period. 

Mr, Futon. Following it up, I had understood you to say that on 
your expenditures, it runs s $4 billion for the fiscal year 1953. 

Mr. Haxasy. Or slightly less, yes, sir. 

Mr. Futon. Slightly less than 4 billion. 
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Then, on expenditures for the fiscal year 1953 you came up with 
what you call a savings of $378 million. 

Mr. Hatasy. No, sir; that is out of 4 years. That is 1950-53. That 
isa net accumulated savings over 4 years. 

Mr. Funron. Then what percentage of your total expenditures is 
generally your net accumulative sav ing ? Then I would take that same 
percentage off the $8,400,000,000 that is to be spent yet. I would get the 
history of what you saved over your past expenditures, and to me it is 
about 10 percent, and then I would say, “Well, you bave probally in n 
there a leeway of saving of about 10 percent of the eight billion four.’ 

Mr. Woop. Mr. Fulton, you are a good statistician. [| would like to 
usk you as a good statistician to take the various variables that are in 
this particular statistical exercise and give proper weight to them— 
variables such as the fact that when this program was started we had 
to start a lot of new production. You know that new production and 
new facilities involve costs which are very much higher than those 
incurred after a program has gotten going. 

I can give you a lot of other variab les with which I will not take the 
time of the committee now. I would rely on your statistical ability to 
disprove your proposition there if you really went into it. 

Mr. Fuitron. Knowing these Department from several years at this 
table, 1 know that they as a custom never underestimate their require- 
ments. So the question is what savings you legitimately can make 
within a framework of a balanced program. | think if I look at your 
previous history and find a percentage of savings, that logically we 
can say, using the same brains and the same application again, that you 
might have another saving. 

Mr. Haxany. If you w: anted to say that out of $1514 billion made 
available to us we would save $4 million and that proved that you 
should cut us another $400 million, I don’t believe that would hold up. 
It proves that we are trying to save as much as we can out of the 
program and aren't just a bunch of crazy men bent on spending money. 
We have come up with this amount so as to reduce the amount 
requested, 

Just as this defense shield in Europe is a thin plateglass shield, 
General Ridgway pointed out, the deficiencies are not getting filled. 
If you want to cut the program and take the responsibility for the 
reduced thickness of that shield out on the frontiers, that is the re- 
sponsibility of the Congress. 

But the President has requested for this program about $4 billion. 
He said, “I am going to shake all the odds and ends out of this if I can, 
if there are any.” We have been shaking for 6 weeks. We have come 
up with $400 million of what we call savings. That, it seems to me, is 
proof that we are trying to make these dollars work. We are trying to 
get everything we can out of them. We have never told you we were 
going to program all the military deficiencies by any means. 

Mr. Funron. I will compliment you on your savings. I am not 
criticizing you. If it has been possible in a few years to make such 
savings, maybe we had better put the pressure on you to make some 
more. There is nothing wrong with that. 

Mr. Hatasy. That goes back to how we arrived at the request for 
this year. I haven't been here, but I am sure General Stewart has 


been through it many times. We could give you a whole hour on that, 
38064—58——78 
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But in short, what we did under instructions was to finance only so 
much lead time. How much lead time are we financing? How much 
working capital are you giving us? That is the real question here. 
Is it too much, too little, or about right? Take this approximately 
two billion seven here available for procurement in the United States, 
but unexpended. The current average monthly rate of expenditures 
for the Army is about $210 million. That is January through April 
of this year. 

It comes out about 210. So you are financing for Army about 13 
months lead time if that rate of expenditure in the United States is 
continued. That average is expected to go up for materiel procured 
in the United States. That is about 13 or 14 months’ working capital 
that the Congress has provided. 

This gets right down to the issue, I think, Mr. Fulton. As 
Commander Schmeder, of the Navy, pointed out, we have the ships 
and the aircraft as the bulk of the program, 600 million out of about 
800 million. The current rate of Navy expenditures during the first 
4 months of this year is around 45 million. For the Navy you are 
financing United States lead time in excess of 24 months. I believe 
that is right. For Air Force, again the aircraft being the long lead 
items, a total of 2.2 billion to make up this total. 

Mr. Fcrton. That is about 27. 

Mr. Hatrasy. I don’t know what rate of expenditure you are using. 
My rate of expenditure, the one that has actually happened in the last 
4 months, is about $95 million. That would show we were financing 
here a lead time of about 23 or 24 months if deliveries from United 
States production require this assumed rate of expenditures. 

What does that mean ? 

Mr. Futron. Iam only 3 or 4 months off. 

Mr. Vorys. Are you going to put your new program right on top 
of that? 

Mr. Hatasy. It goes right on top of that like these building blocks. 
This last block we are asking for is to finance some working capital 
that will work out into future years. 

Mr. Furron. From 23 to 25 months. 

Mr. Hatary. No, sir. 

Mr. Vorys. That is what I want to get. 

Mr. Harapy. I haven’t finished yet. I have given you the average 
rate of expenditures for the last 4 months. We get the estimates from 
the services and the services base their estimates on production sched- 
ules all around the country and on the offshore procurement overseas. 
They assure us that finally the American production machine is really 
roing to turn this stuff out and these rates of expenditures, since the 
Korean pipeline is getting filled up, are going to increase greatly. I 
am just giving you estimates. 

That shows 13 months or more for the Army, 24 months or more for 
the Navy, and around 2 years plus for the Air Force. They say that 
those are going to work off and could work off very fast. Of course 
we have been talking statistical aggregates; actual performances will 
vary. Some ships and aircraft won’t be delivered until well beyond 
the average lead time of the whole program. What we are asking you 
for in this new program is to let us have some more working capital 
to put to work for some different items. For example, as General 
Stewart has pointed out, the Ridgway concept of stiffening these 
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forces, of equipping support units rather than a lot of new frontline 
divisions, is coming in here and we want to take that and put it to 
work for those items. 

Mr. Vorys. Give us the lead time on the 4 billion. 

Mr. Hatazny. How did we get at the 4 billion? We estimated the 
lead time, and we decided to finance a certain amount of lead time in 
addition to this money you have already made available to us. That 
was squared against estimated production schedules of equipment for 
both our own forces and for foreign forces. The word came to us 
not to finance any excessive lead time. 

Mr. Fuuron. Because the foreign countries were not living up to 
some of their obligations? 

Mr. Hatany. That was part of it. Another part of it was that you 
had appropriated a very large amount of funds and we didn’t want 
to start financing, except in some of these offshore procurement things, 
3 or 4 or 5 years out. Of course the OSP is a separate and distinct 
program because we are financing a military production base in 
Europe. 

Mr. Vorys. You are asking for 8 years at atime? 

Mr. Harasy. At what rate, sir? 

Mr. Vorys. I donot know. Wecan take that up tomorrow. 

Mr. Furron. Let us figure it. If you have the 8.4 billion unex- 
pended as of June 30, 1953—all right, make it 8 billion as of June 30, 
1953. You are expending, during the fiscal year 1953, at the rate of 
$4 billion. At the same rate of expenditure, without any acceleration, 
you would have 24 months of lead time ahead of you unexpended. If 
we would then add on another 4 billion here it would bring you up to 
56 months’ lead time unexpended without acceleration, calculating 
from now. 

Mr. Hauasy. The President’s estimates are based on an increase in 
MDAP spending of about 25 percent for fiscal 54 over fiscal 53. 

Mr. Futon. The use-up factor of lead time has cutting across it 
the increase that is projected of the accelerated program. So you 
should give us what that factor is of how your increase in the acceler- 
ated program will shorten lead time. That should be a line. We 
should see where that finishes. 

The departments are going to increase their program. If they 
add up the lead time it would be 36 months. But when they increase 
the program they are going to eat is up quicker. 

Mr. Vorys. It was around 4 billion for 53. For °54, it is going to 
be about 5 billion. 

Chairman Cutrerrietp. That is what Mr. Wilson said. 

Mr. Vorys. That leaves you 3 billion to be spent after that, and you 
want 3 billion 8, I think it is, on top of that. 

Mr. Fuuron. Seven billion in all. 

Mr. Hatapy. I want to get at that. Give me just one second to 
think about it. Four billion is now down to around 3 billion 7. If 
the Director for Mutual Security makes the full 404 million saving, 
our request as it finally comes out will be around 3.67 or something 
like that. Of that, there will be somewhat less than 3 billion for 
material procurement. It will be something on the order, in a rough 
estimate, off the cuff, of 2.9 billion for materiel. The rest will be in 
there for trainging, infrastructure, packing, handling, and crating, 
accessorial charges, and so on, 
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Of that 2 billion 9 for materiel, it seemed to be, as I left the com- 
mittee room a couple of weeks ago, the sense of the committee that a 
large proportion of that ought to go into offshore procurement because 
these dollars yielded multiple benefit. 

Mr. Fuuron. With some restrictions on it. 

Mr. Hatasy. Yes, sir, | appreciate your reservations on it, and we 
have them very much in mind. But somewhere around half of that 
I sense you, as well as we, think ought to go offshore. That means 
that there is $1.2 billion for offshore approximately. That leaves 
about $1.7 billion we are going to add on to this United States lead 
time. Now. how much is that ¢ 

Mr. Vorys. I do not get that. You mean you have got up here a 
program running from about 14 to 24 months 

Mr. Hatasy. Yes, sir, United States procurement. 

Mr. Vorys. Oh, United States procurement. 

Mr. Harapy. Yes, sir. This 5.7 is United States procurement. 
What I am saying is that we would only be adding on to the funds to 
be used for procurement in the United States somewhere around a bil- 
lion six or seven. It is not, in other words, four billion more as you 
ventlemen were suggesting. It is only when you get right down to the 
nub of it about a billion six or seven worth of new materiel procure- 
ment after netting out the savings from 1953, the nonmateriel and the 
OSP. How much lead time is that? At the rate of expenditures that 
we would expect to have in 1954 and on into 1955, that couldn’t amount 
to much more than something on the order of 3 to 9 months beyond 


Mr. Vorys. Which could not ¢ 

Mr. Fvvron. That is not right. 

Mr. Hanany. I am not using any mirrors here. Let’s go through it 
again. What I have done is try to analyze this off the cuff in answer 
{o your questions. 

Mr. Fuuron. Could I ask you a question there? Do you then state 
that the lead time on purchases from the continental United States 
that you are contemplating in the fiscal year 1954 program is only 90 
days added on to this program ¢ 

Mr. Hanapy. No, sir. 

Chairman Currrrrierp. May I interrupt just a moment? I have an 
appointment at 5 o’clock. You can stay here as long as you wish. I 
helieve if it will meet the approval of the committee we will meet at 
10:30. We will not have any more here Monday than we will tomor- 
row. We will finish this up if it can be done tomorrow at 10:30. 

( Discussion off the record. ) 

Mr. Vorys. Mr. Halaby, could you not make us up a little lead-time 
chart of everything starting with June 30 and add to that 2 billion 7 
or whatever the request would be and show lead time here and rate of 
expenditure here and offshore? That has to do with the military and 
the economic problem. I wonder if we could not drop that part of it 
right now ? 

Mr. Fuuron. Could we not show how your lead time varies as you 
have gone through the program and how it will vary through fiseal 

1954¢ You can show what lead times you will contemplate and how 
you will use it up and what it has done. 

Mr. Hanany. Yes, sir. I am just wondering, Mr. Chairman, if you 
would want to give us a little more time. I think thisis a very impor- 


1¢ 
195 
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tant and helpful suggestion. Would you want to give us a little more 
time to get this together ? ? We haven't done it in quite that way. We 
will do the best we can for you by tomorrow morning. 

Mr. Vorys. Monday is all right. 

Mr. Futron. This questioning this afternoon may save your pro- 
gram for you. 

Mr. Hanapy. I sense that. 

Mr. Fuuron. This is what worries the fellows who have to give it to 
the public. 

Mr. Vorys. It does not need to be too detailed. We have gone pretty 
far into this, but we are not the Appropriations Committee. What we 
want is accurate but not necessarily terribly detailed lead-time pictures 
on What you want to get that you have not spent, both in this country 
and offshore. I think that will be quite revealing. If you possibly 
could, give it for Europe separately. It is the NATO thing that we 
want to get the picture on. 

Mr. Burtrson. Mr. Chairman, to complicate things further, could 
it be shown how a postponement of action on this bill, until fall or even 
the first of the year, would affect this pipeline and lead time. 

Mr. Vorys. You can tell it right from the chart. 

Mr. Futton. You will be able totell it. You will have your degrees 
of lead time. 

Mr. Harany. Could I just tell you what we can do as distinguished 
from what we would like to do for you! I think what we can pro- 
vide you is this $8 billion unexpended June 30 figure broken down by 
offshore procurement and United States procurement, and the new 
money for material requested broken down in just orders of magni- 
tude because as I told you quite honestly, we are not sure yet until 
you have acted what we would place offshore. It would have to be 
rough estimates broken down by OSP and United States procure- 
ment. Then our best judgment, our best estimates, of how the lead 
time will work out in a couple of sample categories like ships, aircraft, 
and others in the Navy, and aircraft and other here, and maybe in 
the Army, tanks, combat vehicles and ammunition and 2 or 3 categories. 

Mr. Vorys. A few of the big items. 

Mr. Hatasy. And try to show to you just what kind of working 
capital you are giving us. If we can break it by NATO and all others 
we will do it. It will be very difficult if not impossible by tomorrow 
morning. 

Mr. Vorys. Monday will be plenty of time. 

Mr. Haxasy. This covers our formal presentation, sir. It covers all 
the charts we have given you, I believe. If you will tell me when you 
want us to provide that picture, we will doso. We can give you a very, 
very rough idea of it tomorrow, but a much clearer idea of it next 
week. 

Mr. Vorys. All we want are some little sheets we can look at. All 
we want are a few sheets along that line that we could use during our 
executive sessions. You won't have to return. We know that they 
will be comprehensible to us without a word of explanation. 

Mr. Haxasy, I have a couple of letters here in response to a ques- 
tion you asked me when I was testifying on infrastructure. You 
wanted to bring out what the British contribution was. I have a 
letter to Mr. Chiperfield with a copy to you containing information 
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we have obtained from London on that and I think it would be helpful 
for the record. 

(The letter referred to appears on p. 544.) 

Mr. Haxasy. Shall we come back Monday afternoon with this 
picture ? 

Mr. Vorys. No; just send it up Monday whenever you get it. 

Mr. Harasy. I would like to do that, but I am sure it is going to have 
so many judgment factors in it that we will have to give you a little 
explanation of it. We can advise you Monday morning, if that is all 
right, what state it is in. 

Mr. Vorys. We are hoping to go into executive session early Mon- 
day. Except as we call for things, we don’t expect to call anyone 
up here. 

Mr. Hatapy. In closing, I would like to speak for all these officers 
and myself in thanking you for your interest in this. 

Mr. Vorys. We appreciate the attention and the patience you have 
had with us. 

Mr. Woop. Could I get into the record the answer to your question 
about Korea this morning ? 

Mr. Vorys. Yes. 

Mr. Woop. The total, expected by both Army and ECA for eco- 
nomic and reconstruction and relief purposes in Korea, starting with 
the fiscal year 1946 and up to and including this last fiscal year, is 
$387,935,000. Part of this was spent by the Army and part was 
spent by ECA in the period when ECA was operating there, namely 
from June 30, 1949, to August 1950. At the latter date the Army 
took over again. 


STATEMENT OF R. E. 0’HARA, OFFICE OF THE SECRETARY, 
DEPARTMENT OF DEFENSE 


Mr. O’Hara. To that should be added 430 million which the Army 
spent after the program was returned to the Army subsequent to the 
outbreak of hostilities. 

Mr. Vorys. We have been waiting for that information for about 
7 hours now. 

Mr. O’Hara. The peacetime total was 387.9 million. The total 
since the outbreak of hostilities is an additional 430 million in disaster 
and relief activities. 

Mr. Vorys. That is 700 or 800 million that we have spent. 

Mr. O’Hara, 818 million. 

Mr. Vorys. That statement this morning was off half a billion 
dollars. 

Mr. O’Hara. 818 million is the total amount which has been pro- 
vided, of which 106 millions has not yet been spent. 

Mr. Woop, I think the State Department people were laboring 
under the same misapprehension that I was laboring under, namely, 
that you were talking about expenditures since the outbreak of the 
Korean war and not since the outbreak of World War IT. 

Now I would like to deal with chapter 3 of the bill, relating to 
“Special weapons.” 

Mr. Stassen prepared a statement which is quite brief which I 
would like to read to you. It will take me about 2 minutes and then 
I will add a number of comments. Thereafter I will be glad to 
answer any questions. 
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This is chapter 3, “Special weapons.” Mr. Stassen’s statement is as 
follows: 


The genesis of this chapter is a decision of the National Seeurity Council 
of the United States that more emphasis should be placed on new and special 
modern weapons in the security program. 

A further background is the fact that General Ridgway’s SHAPE Command 
is now conducting a study of the relationship of new and special weapons to the 
NATO defense planning and the report of this study is due in August. 

The reasoning behind both of these is that the United States and the NATO 
nations should pose a defense against mass forces relentlessly attacking, if 
they should do so, which is least costly in our manpower and is bearable 
financially over a period of years without economic breakdown. 

Chapter III was drawn with the concurrence of the Department of State, 
the Department of Defense, the Bureau of the Budget, and the Director for 
Mutual Security. 

Chapter III does not include atomic weapons, as these are exclusively con- 
trolled by other legislation. 

The procedure under which chapter ITI would operate can best be explained 
by hypothetical illustrations for security reasons. 

Suppose that one of our smaller NATO partners has successfully designed a 
new and highly effective weapon for the destruction of enemy tanks. 

Suppose that another one of our NATO partners has successfully designed a 
new and more reliable antiaircraft weapon for the destruction of enemy 
bombers. 

Suppose that the United States or one of our NATO partners has successfully 
designed a new weapons barrier that can better stop successive wages of ruth- 
lessly expended enemy soldiers attempting a breakthrough. 

In either of these instances, if SHAPE recommends, after study and evalua- 
tion, that the particular weapon would be of importance in the future defense 
of NATO, this recommendation would be referred to the United States Depart- 
ment of Defense and the United States Joint Chiefs of Staff for evaluation and 
for a recommendation to the President. 

Upon the receipt of the report of the Secretary of Defense and the Chairman 
of the Joint Chiefs of Staff, the President would make the determination of 
whether or not to use a portion of the $250 million authorized under chapter III 
to initiate production of the special weapon. 

It should be contemplated that production would involve a long lead time and 
it may well be 3 or 4 or 5 years before production in volume is realized. 

After the weapon is produced, the matter is again referred to the Department 
of Defense and the United States Joint Chiefs of Staff for their further recom- 
mendation, and upon this report the President then may determine the delivery 
or nondelivery of these items upon the basis of furthering the United States 
objectives under the Mutual Security Act. 

The weapon result will quite certainly be 3 or 4 or more years away. 

But the legislation will have an immediate favorable stimulus to this type 
of research and weapons development on the part of our NATO partners. 

It will also have an immediate favorable result upon the partnership climate 
and security attitude in NATO. 

In the long-term, it may well prove to be, from the standpoint of security and 
peace, the most important $250 million in the entire 1954 Mutual Security 
Program. 


Now I have just a couple of things to add to Mr. Stassen’s state~ 
ment, Mr. Chairman. 

The reason this request is included in a special chapter was the 
feeling that this kind of a program, if it is undertaken, should be 
surrounded with considerably stricter restrictions and precautions 
than the regular military end-item programs. Since we are dealing 
with items of a peculiarly sensitive nature, it was provided that these 
funds should not be obligated for the production of such items until 
the President had decided that it was desirable to do so. Assume that 
he does make such a decision and that obligations are made for the 
production of these new types of weapons; then, when those weapons 
are ready for delivery, and before delivery can actually be made to 
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our allies, the President would be required to make a further deter- 
mination, based on the recommendations of the Department of De- 
fense and the Joint Chiefs of Staff, that it was in our best interests 
to make such delivery. 

In addition, this request was made a separate provision because it 
is perfectly clear, and we wish to make it perfectly clear, that these 
funds are not to be used at all if they cannot be used for this purpose 
and under these safeguards. They would not become available for 
other mutual-security purposes. 

Now to complete my statement. 

(Discussion off the record.) 

Mr. Woop. Our friends and allies, particularly those in Europe, 
nre much closer to the actual point from which attack might be 
launched, and they have read and heard about all these various new 
weapons that are being developed that are going to revolutionize 
warfare. 

This provision is an indication to our friends and allies without 
uny promise as to specific items, that we have in our minds planning 
for the defense of their homelands with the best possible and most 
modern weapons. 

That, Mr. Chairman, is the main outline of the thinking behind 
this es, acon 

Mr. Vorys. Passing over the rest of the committee, we will proceed 
directly to our expert on special weapons, Mr. Prouty. 

Mr. Provry. Due to a rather severe headache, Mr. Wood, I didn’t 
get the full significance of the statement which you read of Mr. 
Stassen’s. Is that for research or for production in foreign countries? 

Mr. Woop. It is not for research, Mr. Prouty. There has been some 
misunderstanding about this. These funds would be available for 
use, either in this country or abroad, in cases where the research and 
development may have taken place in a foreign country, in the actual 
production of these new weapons. It is expected that most of the 
orders would be placed in this country. 

Mr. Proury. The weajions may be developed in foreign countries 
but not necessarily / 

Mr. Woop. Not necessarily. It is expected that most of them would 
be developed in this country. However, even in those cases where they 
were developed in a foreign country it might well be that the actual 
production would take place in this country. 

These ave not research and development funds, these are production 
funds to be available under these special safeguards for the production 
of special new weapons that might have a very important bearing 
on military strategy and military defense. 

Mr. Provry. Do you have anything specifically in mind, with re- 
spect to new weapons, or is this just a general provision ¢ 

Mr. Woop. The things that were specific: ally in mind were chiefly 
new types of guided missile and certain kinds of very greatly improved 
radar. You will recall that General Bradley thought the best present 
example was some of the newer guided missiles. F rankly, however, 
this is not the same kind of a program that Genera] Stewart has put 
before you in which we have definite plans for specific numbers of 
already-developed items. This is something that would have to be 
developed and that would have to be considered by SHAPE and the 
Joint Chiefs of Staff. The President would have to decide to put it 
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into production; the decision as to whether and when a given item 
would be produced would be made by the President. 

If no appropriate items appear, then this fund would not be used 
for this or any other purpose. 

I am not a research and development man, Mr. Prouty, but there 
are, as I am sure you know—and these things have been discussed in 
general terms publicly—very many interesting possibilities in the 
field of new weapons, even outside the field of atomie weapons. It 
is entirely possible that within the next year some of these things 
may come to fruition to the extent that it would be desirable to start 
putting them into production. 

Mr. Provury, To pose a hypothetical case, Mr. Wood, if someone in 
France were to develop some new weapon of the type you mention, 
and didn’t have production facilities, perhaps, and we did over here, 
then the President would be empowered to authorize production in 
the United States and refuse to ship the weapon out of this country if 
he concluded this was contrary to the national interest. 

Mr. Woop. I don’t know if one can answer that categorically. If 
a French citizen made a discovery or developed some weapon to the 
stage where it might go into production, and if such discovery or 
development were made available to the French Government, the 
President would not have the authority to go to the French and say, 
“We will produce it but you can’t have it.” In fact, some of them 
might be under production in France already. However, in each 
case it would be most carefully considered by the President, the Joint 
Chiefs of Staff, and SHAPE. 

I might point out just one other fact. 

The reason for putting this request in a separate chapter is not 
the facet that it would not be legally possible to undertake this sort of 
thing without special new authority. Under present law such pro- 
duction could be financed from funds made available for the regular 
military end items program. The reason for this separation is to 
surround these particular funds with very special safeguards and 
to make sure that this money will not be used for any purpose other 
than this purpose. 

Mr. Vorys. What was the August date that Mr. Stassen referred to 
here in his statement? 

Mr. Woop. That was the date on which SHAPE’s study of the rela- 
tionship of new and special weapons to NATO defense will be made. 

Mr. Vorys. What is the date in August ? 

Mr. Woop. The report is due in August. There was no particular 
date. 

Mr. Vorys. The proposal would be to authorize mow, against a re- 
port that would be due in August and for production that might run 
3 to 5 years. It would seem to me that this proposal is in the realm 
if psychological warfare rather than in the realm of conventional 
uiheom warfare, for reasons that you have given. 

(Diseussion off the record.) 

Mr. Vorys. This raises a point on which there is a wide divergence 
of opinion. Apparently throughout this proposal, this legislative 
proposal, the purpose of the United States—particularly the Con- 
gress—is to be so far ahead of our NATO partners that we would me 
that they would be encouraged to catch up. The other view would 
be that in view of the fact that we are ee it might be well for us to 
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wait until they catch up a little further before we start firming up our 
plans. 

Mr. Woop. Except as to this item, Mr. Chairman, I don’t know of 
any other items to which your statement would be applicable. The 
others are programed against confirmed deficiencies in military equip- 
ment and training. I think your comment is certainly applicable to 
this item. 

Mr. Vorys. We have been told repeatedly that without Germany in 
the defense organization, the defense of Europe is all but hopeless and 
that there is no alternative, as Secretary Dulles aptly put it, to the for- 
mation of the European army. The ‘posibility of the formation of 
that army—well, it wouldn’t be formed under any circumstances until 
this fall. We were told earlier this year, no doubt based on the best 
estimates that could be made, that the treaty would be ratified by this 
time. However, now the proposal is that we shall go ahead and au- 
thorize equipment for a European army that is not yet agreed upon 
That is what I referred to with regard to the rest of the bill. 

As to this item, it seems to me you would have to measure whether 

far-off encouragement should be taken that there is going to be 
something besides soldier and blood and sweat and tears that will de- 
fend Europe; whether a special announcement to that effect would be 
as encouragement to Europe, or not. That is something that the 
psychological warfare people would have to determine. 

Do other members of the committee have questions at this time? 
If not, we will close the hearings until tomorrow morning. 

Mr. Martin. Could I make one comment, Mr. Vorys. ‘You were 
quoting Mr. Dulles’ views about the EDC. I recall working with him 
in drafting his statement to the combined committees on the Mutual 
Security Program and he was very careful to say there was no “good” 
alternative to the EDC. I believe you left out the adjective. 

Mr. Proury. I think when General Ridgway was here he made the 
statement that there was no alternative. I would have to verify that 
in the record. 

Mr. Woon. I think we are in the realm of speculation now, but it 
seems to me that the Congress would wish to consider, even if there 
weren’t an EDC, whether the arming of the very substantial forces 
already there would still be better than ceasing to do so. 

(Discussion off the record.) 

Mr. Marrtn. I spent the month of March over in Paris negotiating 
the annual review forces program with the other countries. I think 
one has to look at not only where one stands, but at what it appears 
is our goal. 

I think we have moved more rapidly than they have and for one 
reason or another achieved a very rapid buildup in the rate of our ap- 
propriations and expenditures. On the other hand, I think that their 
feeling currently is that we have led them in going over onto the down- 
side and in cutting back our future programs. While they have made 
some cutbacks before the cutbacks that are now being proposed in 
_ program and in other programs for security, they have the feel- 

g, rightly or wrongly, that we are foreshadowing a sharper cutback 
than they are expecting to make and most of them had expected their 
own expenditures to continue for another year or so and were so 
appropriating, on an increasing basis. W hereas they have the im- 
pression that the actions we are now taking will result in an immediate 
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downturn in appre oriations and a future downturn in expenditures— 
a distinction they don't always make as well as they should— which 
is somewhat discouraging to them. I am thinking purely of their 
attitudes and not necessarily what the facts may ‘be but they now 
have the feeling that we will lead the downturn in the resources de- 
voted to defense and security. 

Mr. Vory. I see no earthly justification for that statement as to 
who is leading in reductions because they have had a program before 
them all the while—for instance, when General Eisenhower was 
there—and it was a mounting crescendo, so that our downturn was to 
be a complete dropoff, or substantially so, in a year or two, and they 
were to pick up there in the matter of their own defense. What is so 
dismaying to us is to learn that they have decided against this— 
and one after the other these men have come over here this spring 
and told our people that they are not going to do anything of the 
kind. Yousay rightly or wrongly. I don’t see how they could rightly 
or wrongly or any other way have gotten the idea that we were leading 
in the downturn. 

Mr. Martin. I think the thing that impressed them most is that 
there have been a series of estimates made available to them of future 
United States defense expenditures, both for aid and for our own 
forces, which over the last 9 months have been consecutively very 
sharply reduced and that has been very discouraging to them. Those 
reductions have reflected in part delayed production which meant 
you couldn’t spend the money and in part decisions to stretch out ex- 
penditures and more recently decisions to ask for smaller appropria- 
tions and that has led them to the feeling that we are cutting b ack 
our program and taking a much smaller look at the requirements 
than we took a year ago. 

Mr. Vorys. You were there this spring, Mr. Martin, and you can 
tell us whether they were aware, as they could easily have been 
through their missions here in Washington, of the large amounts— 
once and a half of what we have already spent—that were available 
merely for the spending for them—do they know about that? 

Mr. Martin. They were aware of that but I don’t think it really 
sinks in fully. Their financial systems are so different from ours that 
this problem of carryover isn’t clear to them. 

I made several fairly lengthy statements in the NATO meetings 
describing our carryover situation and our need for having appropria- 
tions 2 or 3 years in advance of actually having to have the money 
which is so different from what any of them had. I think the people 
who were there understand it, I think some of the Government people 
understand it, but the population generally and the parliaments, gen- 
erally, do not really understand it. That is my personal opinion. 

Mr. Vorys. It would be a great thing if in some way or another they 
could simply be brought to understand the tremendous backlog of 
weapons that merely await the manufacture, things that are in the 
pipeline and on their way to them if we can find some brave and 
willing hands to take hold of the weapons when they get there. 

Mr. Martin. What they see is that we ourselves have made a series 
of decisions to cut back the program and they assume we must have 
known what was available and on hand and had originally planned 
to ask for more and to spend these large future amounts with full 
knowledge of our own situation. 
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They feel we have made changes in our appraisal of the situation 
with respect to the urgency for production and the urgency of the need 
for new appropriations. They think we are planning to spend less 
and to ask for less than we had done. This has been going on for 
nearly a year, now; it is 9 months. They think in their view that 
must reflect a continuing expression of United States wisdom in judg- 
ing the international situation and what is required and they ac- 
cordingly adopt a revised judgment that less is required. It is a 
difficult problem. I am not defending them in any sense, but I think 
we have a very difficult psychological problem, here. 

Mr. Vorys. I wish to announce to the committee that there are 32 
members who will be in town tomorrow morning and no doubt they 
will all be here. 

The meeting is once more adjourned. 

Have you any statement to make on possible nonmilitary expendi- 
tures or shall we handle that ourselves ? 

Mr. Woop. I will handle that in the morning. 

Mr. Vorys. Can the savings be shown by country? That pertains 
to the 378. That pertains to our committee records rather than the 
published records. 

At any rate, we hope to go through the provisions of the bill and 
also the lead time on nonmilitary items. You have $1.8 billion and 
the prospect of $1.4 billion carry over, there. Now don’t tell us that 
it takes 3 or 4 years to make an X-ray machine for the International 
Children’s Fund, or whatever the explanation is for the heavy un- 
expended balance there. 

Mr. Woop. The figure in the MSA unexpended will be something 
over $1 billion at the end of this fiscal year and the unobligated will 
be practically zero with the exception of amounts for Spain and Italian 
aircraft which have been programed this year but will not be obligated 
until next year 

Mr. Vorys. We are always sure with MSA that the unobligated 
will be practically zero. 

Mr. Woop. It has been. 

(Whereupon, at 5: 35 p. m., the committee adjaurned, to reconvene 
at 10: 30 a. m., Saturday, June 6, 1953.) 
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SATURDAY, JUNE 6, 1953 


House or Representatives, 
Commirree ON Foreign Arrairs, 
Washington, D.C. 
The committee met in executive session pursuant to call in room 
G-3, United States Capitol, at 10:40 a. m., Hon. Robert B. Chiperfield 
(chairman) presiding. 
Chairman Cuirerrietp. The committee will come to order. 


Mr. Wood. 


STATEMENT OF HON. C. TYLER WOOD, DEPUTY TO THE DIRECTOR 
FOR MUTUAL SECURITY 


{r. Woop. Mr. Chairman, the main purpose, I take it, of this 
morning’s session is to explain the provisions of the bill which is 
before you. For this purpose we have as our witness, Mr. Eichholz, 
General Counsel for the Director of Mutual Security. 

Before introducing him, I think it might be useful to the committee 
to round out the testimony on the unexpended and unobligated bal- 
ances by covering those items as they relate to the TCA and MSA 
programs. I think we can do that quite rapidly, partly because, as you 
know, the really large sums of money are in the Defense Department 
programs, and those were covered yesterday. The sums involved in 
the MSA, and the TCA, are relatively quite small. 

Chairman CuzerrteLp. Could you summarize it ¢ 

Mr. Woon. | will try to summarize now, if I may, as to the TCA 
programs—the point 4 program and programs of special economic 
assistance. 

The cumulative program authorizations by the Congress for fiscal 
year 1952 and 1953 total $531 million, for the authorized TCA pro- 
grams. That is cumulative to the end of fiscal year 1953. 

Of this total, $449,690,000 or almost $450 million had been obligated 
by March 31, 1953. 

This leaves a balance unobligated as of March 31, of this year, of 
$81,600,000 roughly. Now, all of this amount, with certain excep- 
tions which I shall mention in a moment, has already been, or is ex- 
pected to have been, firmly obligated by June 30. The exceptions are 
as follows: 

There is roughly $800,000 that has not been programed and will 
not be made available for any further program. It is also expected 
that there will be savings in personnel and trainees of about $2.5 mil- 
lion. ‘These savings result from the fact that , first, there has been some 
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delay in finding, and placing on the payroll, certain of the necessary 
technicians and, second, there has been similar delays in obtaining 
trainees and putting them into training courses. 

These two items will be savings in the sense that Mr. 
Rand used the term in his letter to you recently. They are not 
included in the figure which he used. This was primarily because 
these items had not, as of the time of writing that letter, been suffi- 
ciently developed. It is expected that the final figures on these will 
be developed before we go to the appropriations committees. These 
items will represent real “savings” in the sense that Mr. Rand used that 
term when he said that we were continuing to screen these programs 
in the hope of finding additional savings. 

There is one other exception that I should cover. That exception 
relates to Burma, where, as of the moment, we find ourselves in the 
position, due to a request of the Burmese Government, of being unable 
to complete the programs which we had planned and for which funds 
had been set aside. While this situation could change, it is our present 
estimate that, although all the funds for the Burma program are now 
obligated, there will be deobligations of somewhere Serna $11 mil- 
lion and $13 million. 

This will also represent a real “saving” in the sense that this term 
has been used. We cannot now, however, estimate the amount thereof 
accurately. We are now engaged in winding up this program, and we 
want to do so in an orderly way. We do not want to just cut off going 
activities and projects in an arbitrary fashion, and leave a lot of things 
hanging in the air. 

Therefore I cannot tell you today just how much this saving will 
be, but the present estimate is from $11 million to $13 million. 

Chairman Currerrtevp. Is the reason for discontinuing that pro- 
gram in Burma, the political and military situation ? 

Mr. Woop. The reason was, to be perfectly frank with you, that the 
Government of Burma, due to the political situation, came to the con- 
clusion that it did not wish to continue to receive aid from the United 
States. It is related to the rather complex situation in Burma. 

We have, in response to this request of the Government of Burma, 
taken steps to terminate our assistance to Burma. 

That, then, is the situation with respect to unobligated balances in 
the TCA programs. The items which I have mentioned specially are 
not only likely to represent unobligated balances at the end of the year, 
but also savings. 

In the case of Burma, it may well be that we would show obligated 
funds which later, after the end of the fiscal year, would be deobli- 
gated and thus would become savings. 

Are there any questions at this point ? 

Chairman Currerrrevp. Mr. Vorys. 

Mr. Vorys. What is your unexpended balance? 

It was $1.8 million nonmilitary on March 31. What-is it now? 

I would like to ask you another question: On military hardware, 
we have a very plausible explanation for long-time carryover in lead 
time, Explain to us why there should be any lead time in the nonmili- 
tary part of this program ? 

Mr. Woop. In the first place, there is always, of course Mr. Vorys, 
some pipeline. It does take time to hire technicians and to to get 
them out there after training them. It does take time to program the 
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funds which Congress makes available, to decide for what precise 
purposes they will be used, to take on the technicians, and to place 
orders for necessary supplies. ‘Those are the major reasons for the 
existence of a pipeline, 

Largely it is a matter of getting funds obligated and putting them 
to work in connection with the development of the program. 

Mr. Vorys. When I last went over the figures, it appeared to be that 
the nonmilitary spending program for fiscal year 1954 was just $400 
million under the carryover that you are going to have on June 30, so 
that it would appear if we wanted to implement a nonmilitary pro- 
gram for fiscal year 1954, we would need to appropriate $400 million 
in addition to the military figure. 

The unexpended balance on June 30 would come within $400 million 
of equaling your proposed expenditure for the fiscal year 1954. 

Why then should we @ appropriate more than $400 million? 

Mr. Woop. The answer is that you have continuing programs and 
developing programs. 

If you appropriated only the amount which you would spend in 
fiscal 1954 you would come to the end of fiscal year 1954 with no pipe- 
line whatever and you would cut off the program. 

Mr. Vorys. But we are not talking about indefinite pipelines in the 
field of economic aid. Weare talking about decreasing pipelines with 
the objective of eliminating spending. 

I understand that in the military aid field we have possibly a long- 
continuing program, but I thought that we were tapering off rapidly 
our nonmilitary programs. 

Mr. Woop. We have been, and for this reason the carryover in the 
Mutual Security Agency program is, and has been, constantly de- 
clining, in the last several years. That is not true of the point 4 and 
the special economic aid programs, as I think you know. 

Chairman Crrperrieip. I think you should separate those two. 
Maybe TCA is a continuing program, but certainly special economic 
aid is not. 

Mr. Vorys. If it is special, it is a one-shot proposition. There is 
not any such thing as “special-regular” economic aid. 

Mr. Woop. The executive branch feels that it will be necessary in 
the case of these particularly crucial areas, such as India, Pakistan, the 
Arab States, Israel, and Iran, to do something more than provide 
only the regular point 4 aid and to do so probably not only for this one 
year, but for several years in the future. 

You will recall the testimony on India in that respect, and you will 
also recall the similar testimony on the Arab States and Israel. 
Therefore, I do not think you could plan your request for new obli- 
gational authority even in that area, on the assumption that all of 
this special economic aid would be cut off immediately at the end of 
fiscal year 1954. 

Now the Congress may decide that it wishes to adopt such a policy 
and the executive branch would, of course, have to accept such a deci- 
sion. We would hope, in view of the importance of dealing affirma- 
tively with these crucial areas, that Congress would not so decide. If, 
however, Congress made such a decision you would not expect that 
you could do this job over a period of several years, even with special 
economic assistance, merely by appropriating this year an amount by 
which the forecast expenditures would exceed the unexpended balances. 
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Now I think the best way to get at this problem is to divide it into 
two separate categories, the MSA program, and the TCA program. 
I think probably the best way to proceed now is to ask Mr. Lawson, 
who is the director of the budget division of the Mutual Security 
Agency, to set before you the unobligated and unexpended balances 
and the savings expected to be achieved in the Mutual Security 
Program. 

Could I ask Mr. Lawson to do that, and then we will return to the 
unexpended balances story on the TCA program as soon as our expert 
witness on that subject arrives. 


STATEMENT OF GEORGE W. LAWSON, DIRECTOR, DIVISION OF THE 
BUDGET, MUTUAL SECURITY AGENCY 


Mr. Lawson. With your permission, Mr. Chairman, I would like to 
work from one of the charts in your book. 
(The chart referred to is as follows: ) 
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Mr. Lawson. This first chart which shows the utilization of MSA 
funds for country aid, gives you a general picture of the size of the 
pipeline in the program. 

(The chart referred to is as follows: ) 
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Mr. Lawson. You will note that for the fiscal years 1952 and 1953, 
the expenditures show a fairly constant relation. The chart shows 
that the expenditures in the program which are shown in pink indi- 
cate a fairly constant relation to the obligation line. The pipeline, 
the difference between obligations and expenditures, has remained rela- 
tively small throughout the program, although as new obligational au- 
thority has been reduced in successive years, the pipeline as has been 
shown in blue, has been shrinking. ’ 

For country aid through the end of fiscal year 1953 cumulative 
obligations will have been $15,216 million. You cannot see this. It 
is written in pencil on the chart. 

Expenditures will have been $14,167 million, leaving a pipeline in. 
country aid at the end of fiscal year 1953, of $1,049 million. 

Mr. Vorys. It shows $1,244 million here. 

Mr. Lawson. This is just the obligated but unexpended country aid 
and excludes unobligated balances and such things as Spain, basic 
materials, administration, and technical assistance, and some other 
items, which make up the difference. 

I will be able to show you the difference on the next chart. 

Now this chart is a facsimile of the chart we referred to in the book 
before you. 

Mr. Lawson. This shows that on June 30 we expected to have a 
total of $1,244 million in unexpended funds. This is the way in which 
we intend to use those unexpended funds. 

Mr. Lannam. Those are obligated ¢ 

Mr. Lawson. All of these funds with the exceptions I will come 
to in a minute, sir, are expected to be obligated by the end of this year. 

Of the total availability in the pipeline, $876 million in European 
country aid will be obligated, but not spent. That means that that 
money is all at work. It will be by June 30 in the form of firm 
obligations for commodities or services. 

Mr. Vorys. Were you present when we had the discussion of 
“obligated” yesterday / 

Mr. Lawson. No, sir; I was not. 

Mr. Vorys. What do you mean by obligated ¢ 

Mr. Lawson. An obligation in the Mutual Security Agency is rep- 
resented by the issuance of a procurement authorization which the 
General Accounting Office recognizes as an obligation. A procure- 
ment authorization authorizes a country to procure goods or services 
specified in that procurement authorization. It does not represent 
firm contracts with suppliers as in the case, for instance, of the Defense 
Department or any of the other normal Government operations, 

This concept was adopted at the beginning of the Marshall plan 
when it was determined that this seemed to be the most logical and 
efficient way to make it possible for countries to go out in the market 
and procure commodities either in the United States or in other areas. 

We estimated at that time—I was working in the Bureau of the 


Budget at that time on this program, and the people in the ECA 
were able to convince us that to follow the normal obligational pro- 
cedure of other agencies would greatly delay the reporting of the 
status of funds because you would make an allotment to a country of 
a given amount of funds, it would take them varying amounts of time 
to get those funds into firm contracts and frankly in those early days 
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of the program we realized that because the countries were not well 
organized to handle the funds it was going to distort the status of 
funds if you had to wait until they could get contracts placed. Also 
it would have been much more difficult to get the program rolling. 

Mr. Woop. I might add, Mr. Vorys, that most of these contracts 
are, in fact, placed by private buyers in the countries concerned. As 
you know, the dollars are made available to the country, which then 
allots those dollars in return for local currencies to individual buyers— 
thousands of them—who having received an allotment of foreign 
exchange, then make their contracts with individual sellers in this 
country and all over the world. 

The procurement authorization constitutes an obligation of funds 
according to the General Accounting Office ruling, in that it does 
obligate ‘the United States to make available these funds for the 
purposes indicated in the Mutual Security authorization. 

Mr. Vorys. It obligates the United States to whom ? 

For instance, on the basis of the new ( ‘omptroller General’s ruling 
with reference to military procurement, we found that the unobli- 
gated balance would be $1.6 billion on June 30. You have somethin 
Snsblignted on June 30, according to this procedure. If you followed 
the present Comptroller General's rule that it is not an obligation 
until it is a firm obligation, what would be your unobligated funds? 

Mr. Woop. Mr. Vorys, you could not make that comparison. 

Mr. Vorys. That is what I want to make right now. 

Mr. Woop. You see, the Defense Department is itself the buyer and 
therefore makes the contract. The Mutual Security Agency is not 
the buyer. The buyer is either a government, if they have govern- 
ment procurement, or an individual ‘national of the country concerned 
who makes his contract with an individual or a company in the United 
States for the purchase of certain things. 

Therefore, the Mutual Security Agency, except for office supplies 
and some of the people it hires, does not buy anything. 

It makes no contracts. What it does is authorize the availability to 
i. foreign government of dollars, which then allots those dollars to an 
individual buyer within that country who then makes the contract. 

We do not actually know who has made what contracts for what 
supplies until after the contract has in fact been made. We get 
documentation for checking as to the right price and all that sort “of 
thing, after the individual ‘buy er in the country concerned has made 
his contract, and after the supplies have been shipped and received 
by him. 

Mr. Vorys. In other words, there is not any obligation of the United 
States to pay until this foreign buyer has made a contract in reliance 
upon some authorization given. 

Mr. Lawson. Under the General Accounting Office ruling on the 
procurement authorization, the United States Government is obli- 
gated to pay at the time it issues a procurement authorization to a 
country. 

In other words, an authorization to that country to go out and 
procure the commodities or services specified in the ‘procurement au- 
thorization. 

Mr. Woop. It is not an obligation in the sense that a contract has 
been made with a supplier for the purchase of that material, but it 
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is an obligation in the sense that the United States Government has 
obligated itself to finance the purchase of that item when the proper 
documentation is received. 

Mr. Lanuam. It is an obligation to the country ¢ 

Mr. Woop. That is right, upon the basis of which that country 
goes ahead and firmly allots to a citizen of that country the foreign 
exchange which he will be required to pay to the seller in the United 
States when the goods are delivered. He could not go forward to 
make his contract with the seller in the United States unless he had 
that. authorization. 

When the procurement authorization is issued it is an obligation 
of the funds of the United States even though at that time you could 
not tell who the man is who will finally draw that foreign exchange 
through his government to pay his bill to the American supplier. 

You do know what commodities have been authorized for purchase 
under this system. 

Mr. Vorys. Could you give us any idea of how many such obliga- 
tions have been deobligated ¢ 

Mr. Lawson. I do not have a recent estimate of the amount of de- 
obligations. We could get it for you, Mr. Vorys. 

Mr. Vorys. Would it be $1 billion? 

Mr. Lawson. Oh, no. It would run possibly about $100 million to 
$150 million a year. 

Most of those de-obligations, Mr. Vorys, are mainly adjustments— 
they are really technical adjustments in the procurement authorization. 

For instance, if a shipment is scheduled to go Freight-alongside- 
Ship and then is changed to CIF, the procurement authorization must 
be modified to reflect that change in shipping technique and those 
funds are thus technically de-obligated and re-obligated. 

When I was in the Bureau of the Budget a couple of years ago we 
got to worrying about to what extent ECA de-obligates and then uses 
the funds for an entirely different purpose. We went into it pretty 
thoroughly and we were satisfied as a result of that review with them, 
that this was not a device to do some year-end buying and then early 
in the next fiscal year de-obligate the money and use it for something 
entirely different. 

Mr. Vorys. Did you find it was just an extra burst of energy that 
caused excessive obligations in June? 

Mr. Lawson. As a matter of fact ECA and MSA have had a pretty 
good record on year-end buying. They just have not done very much 
of it. We used to watch them like a hawk, Mr. Vorys. 

Mr. Burieson. Mr. Chairman,-after you are through declaring 
intents and purposes and the fixed charges which Mr. Wood explained 
yesterday afternoon, there is just no such thing as unobligated bal- 
ances, is there ? 

Mr. Lawson. Yes, there are, sir. 

Mr. Harrison. It is $26 million. 

Mr. Burteson. We can disregard $26 million as compared to these 
billions. 

Mr. Lawson. It is possible that at the end of this year there will be 
a few million dollars of unobligated funds in addition to the amounts 
I will come to. Last year it was roughly three million and the year 
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before it was a million and a half not counting funds transferred to 
the India food program. 

I just explained that of this $1,244 million of unexpended funds, 
$876 million will be obligated for European country aid, and Mr. 
Craig of our supply organization is here and can tell you the composi- 
tion of that $876 million of unexpended funds. 

The chart shows $165 million in the Far East. That has been in- 
creased to $173 million by reason of the $8 million increase which 
Dr. Fitzgerald explained ‘to you the other day, which is for jet air- 
craft fields in Formosa and the repatriation of national Chinese in 
Indochina. 

“Other, $65 million” is represented by the balance of the Spanish 
loan, technical assistance, materials dev elopment, and administration. 

The next slice “programed but not obligated” has been explained to 
you. $75 million of that is for the Spanish program and $37 million 
is for the procurement of Italian aircraft. That leaves an unpro- 
gramed and unobligated amount of $18 million. It shows $26 million 
on your chart, but the $8 million has been taken out of it. 

This amount will be used to make up a part of the $404 million 
which was explained to you would be turned back to reduce next 
year’s request for funds. 

Now I can, if you please, sir, give you the breakdown in Europe 
and in the Far East of this $876 million of unliquidated obligations. 
It is on the chart. It is shown on the chart in the bars on the right 
for Europe, and on the left in the form of projects for the Far East. 

Now the question arises, are we going to obligate all of our funds? 

We feel that we will, and experience in the last few months I think 
indicates that we can very a do that. 

For instance—I do not have this in the form of a large chart—our 
actual obligations in April were $162 million. In May, they were 
$265 million and we estimate for June, $247 million. 

In other words, less than we were able to do last month. 

On the expenditures, our expenditure estimate of $1,769 million may 
be just a little high. 

As of April 30, we had spent in this fiscal year $1,290 million, which 
left a balance of $479 million to be spent between April 30 and June 30 
in order to make our estimate of $1,769,000,000. 

We think there is a reasonable expectation that we can do that. 

It would call for expenditures in May of $200 million. We do not 
have those figures today, actual. We normally have them about the 
12th of the succeeding month. For June it is $279 million. $279 
million seems a little high, but looking at the obligation pattern of 
the last 3 months, we think there is a reasonable expectation that we 
can make that. I think that tells the story of where we stood on 
April 30, where we hope to be by June 30, and if you would like, Mr. 
Craig can tell you the composition in more detail of the pipeline in 
Europe and in the Far East by major or subcategory breakdown. 

Mr. Vorys. What is your estimated expenditure for fiscal year 1954? 

I have been trying to get nonmilitary fund and I understood esti- 
mated expenditures ‘would be $1,879.2 million. 

Mr. Woop. For fiscal year 1954? 

Mr. Vorys. For fiscal year 1954. 
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Mr. Lawson. Our estimated expenditures for fiscal year 1954 are 
$1,370 million. 

Mr. Woon. It does not include TCA? 

Mr. Vorys. That is in this bill for nonmilitary, there is multilateral 
and TCA, and MSA? 

Mr. Woop. Yes. 

Now the $1,370 million covers country aid for Europe, technical 
assistance, materials development—— 

Mr. Vorys. What kind of technical assistance is that? 

Mr. Lawson. That is technical assistance in Europe and the depend- 
ent overseas territories of the European metropoles. 

It includes the Far East country programs and the materials devel- 
opment in the Far East. It includes assistance to Spain, and then 
there are some other items: Indochina defense financing, $400 million ; 
dependent overseas territories, $25 million, and the global materials 
development program is $25 million. 

Mr. Vorys. But it excludes out of the bill that is in front of us, 
military technical assistance, under the Aid Act, and the multilateral 

Mr. Lawson. That is right. 

Mr. Woop. And in addition to the special economic technical assist- 
ance, the $140 million for the Arab States and Israel; special economic 
assistance for India, Pakistan, and for Iran. 

Mr. Vorys. It excludes those ? 

Mr. Lawson. It does exclude those; yes, sir. 

Mr. Woop. It also excludes special weapons planning, which is a 
military item. 

Mr. Vorys. Does TCA administer this special economic aid ? 

Mr. Woop. It does; yes. That is, in the Near East, Africa, and 
South Asia. 

Mr. Bentiey. I have a question on TCA. Are we coming to that? 

Mr. Woop. We are coming to that now. 

I have before me now the summary of the unexpended balance sit- 
uation on TCA. I will just give you those figures, and then, if there 
are further questions on the ‘det ails, our representative from TCA is 
here and will attempt to respond. 

Unexpended balances on June 30, 1953, in the TCA programs are 
estimated at $189,412,000. 

This estimate assumes that $76 million will be expended in the last 
quarter of fiscal year 1953. Expenditures in the first 6 months of 
fiscal year 1953 amounted to $78 million, which represents an average 
rate of $39 million per quarter. They amounted to $45 million in the 
third quarter, and for March alone they amounted to $21.8 million. 
This last figure is at a quarterly rate of $65.4 million. Expenditures 
have been steadily increasing, as the program itself has progressed, and 
will continue to increase during the last quarter. It is now estimated 
this last quarter figure will be $76 million. 

The total unexpended balance in the TCA program is estimated to 
be $190 million at the end of this fiscal year. 

Mr. Bentiey. Mr. Wood, on table 4 of the unexpended balance is 
189,412 of which you plan to ——- $151 million in the next fiscal year, 
and $37 million subsequently ¢ 


Mr. Woop. Yes. 
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Mr. Bentiey. Do these TCA expenditures include chapters 4 and 5 
in the bill as we have them here? 

Mr. Woop. It includes parts of chapters 4 and 5, as I recall it. It 
does include multilateral technical cooperation, which is in chapter 5. 

Mr. Bentiey. Does it include the movement of migrants? 

Mr. Woop. I believe not. That is a special item on which Mr. War- 
ren testified yesterday. 

That is correct, Mr. Bentley, it does include the item of $13,750,000 
for multilateral technical cooperation. That is the only one in chap- 
ter 5 which is included. 

Now, as to chapter 4, it does include the first item, “Economic and 
technical assistance funds, Near East and Africa, Asia and the Pacific, 
and Latin America. 

It does not include “Basic materials development,” which is in- 
cluded in the Mutual Security Agency program. 

It does include the next item, $194 million for “Special economic 
assistance, Near East and Africa,” and it does include the $94 million 
of special economic assistance to India and Pakistan. 

Chiesa CurrerFieLp. Mr. Wood, may I call your attention to 
the figure of $94 million. 

In the bill it is $94.4 million. Probably it is a.mistake on this sheet. 

Mr. Woop. It looks as though that has been rounded to the nearest 
million dollars, or that it is a mistake. 

Chairman Currerrietp. The other figures seem to check and they 
are all right, but that seems to be $400,000 off. 

Mr. Bentiey. Which figure is that, Mr. Chairman ? 

Chairman CurrerFieLD. That is the $94 million in section 404. 

Mr. Bentiey. That should be what? 

Mr. Crawrorp. $94.4 million. 

Mr. Woop. To complete the record on your question, Mr. Bentley, 
I should say that with respect to the first item under chapter 4—the 
$140,237,500—there are a few exceptions to my general statement that 
the entire amount is included in the TCA part of the program. That 
figure includes economic and technical assistance or defense support 
funds for Thailand and the Philippines, the programs for which are 
administered by the MSA. I believe it also includes $25 million for 
the cnpenens overseas territories in Africa and the Far East upon 
which Dr. FitzGerald testified the other day. 

Mr. Bentiey. You have section 401 with exceptions, sections 403, 
404, and 502. 

Chairman CurrerrieLtp. I am not speaking for Mr. Vorys, but I 
simply get lost in this end of the economic aid business. I hope Mr. 
Bentley, you will work your head off and try to straighten it out. It 
would be a great benefit to the committee if you or any other person 
can do it because I cannot do it. 

Mr. Benttey. If I can ask Mr. Wood to turn back to table 1, in 
that. book, please. 

The amount proposed for fiscal year 1954 is $3895,384,000. 

Mr. Woop. That is right, sir. 

Mr. Bentiey. Those are the totals of the sections which I have just 
quoted : 401, 403, 404, and 502? 

Mr. Woop. That is right, except for the exceptions I pointed out. 
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I think that what we better do, Mr. Bentley—and it may be useful 
to you—is to give you a table reconciling this $395 million with these 
sections that you have mentioned. We will deduct the exact amount 
of new obligational authority for these exceptions which I have men- 
tioned, such as Thailand, the Philippines, and the dependent overseas 
territories. 

Chairman Curperrietp. Mr. Wood, I hope you will do so, because 
just reading them off and trying to follow from just this sheet, it is 
very difficult indeed. 

Mr. Woop. You see, Mr. Chairman, the problem is that this sheet 
is prepared on the basis of the kind of assistance to be provided, 
and it so happens that in this economic aid program, particularly in 
the Far East, MSA is administering a few of the programs and TCA 
the balance. 

Since the table is made up by types of aid, it does get you into 
trouble when you try to figure which agency is handling ‘it. 

Mr. Benriey. With all this tremendous amount of research ma- 
terial that we have made available to us, Mr. Wood, I think one of our 
biggest problems is trying to correlate it with the actual titles in the 
bill, when we come to working on the bill itself. 

Mr. Woop. That is a very real problem and it will arise as soon 
as we get to the discussion of the provisions of the bill. 

Mr. Bentiey. Anything you can do to facilitate our work will be 
appreciated. 

Mr. Woop. Let us make up a table reconciling the figures which you 
have just called to our attention. I think that will help you. 

(The information requested follows :) 


Portion of 1954 authorization request for Technical Cooperation 
Administration programs 


IV. Mutual development and technical progress : 
A. Regular technical progress and develop- 
ment programs: 
1. The Near East and Africa $43, 792, 500 
. Asia and Pacific _.. 49, 100, 000 
5. American Republics_.......-- ~~ 24, 342, 000 


Total regular technical progress 
and development programs__—_-- . $117, 234, 500 
©. Special economic assistance in the Near Fast. ‘and 
Africa: 
1. Arab States, Israel, and Iran ___......___-- 140, 000, 000 
2. UNRWA * 30, 000, 000 
D. Special economic assistance for India and Pakistan. 94, 400, 000 
V. Multilateral organizations: 
B. Multilateral technical cooperation and 
children’s welfare: 
1. Multilateral technical cooperation: 
(a) United Nations techni- 
cal assistance 2, 750, 000 
(b) Organization of Ameri- 
ean States 


Total multilaterial technical co- 
operation 13, 750, 000 


Total authorization request for 
TCA programs 395, 384, 500 
1 Authorization only. No appropriation in furtherance of this authorization is to be 


sought at this session of Congress. The UNRWA (Palestine refugee) program has not 
been administered by TCA. 
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Mr. Vorys. Mr. Chairman, could I make a suggestion? 

I have what purports to be reports from the Comptroller’s Office 
of MSA on all the nonmilitary funds, as follows: 

Unexpended, June 30, 1953, $1,478,100,000. 

Expenditures, fiscal year 1954, $1,878,200,000. 

Deficit, $400,100,000. 

Total nonmilitary authorization request, fiscal year 1954, $1,554,210,000. 

Amount to be spent in fiscal year 1955 and later, $1,154,100,000. 

Can anyone here for MSA tell me whether those totals are correct 
or not! 

Mr. Woop. As to the amounts within those figures for which MSA 
is responsible, Mr. Lawson can tell you, and as to the amounts for 
which TCA is responsible, we will have Mr. Howell tell you. 

Mr. Vorys. May I suggest this: On what we hope is the last day 
of the hearings, instead of wor ming this out of the people who are 
supposed to give us this information, by cross-examination, suppose 
we get a table which starts with the summary I have just given, the 
correct figures for all nonmilitary funds in this bill. It gives the 
total at the top, and then explains in terms of the bill itself where 
the unexpended is, where the expenditures are, what the expenditures 
are proposed for 1954, and the amount to be spent in 1955 and later. 

If we have such a table, then we can get the information we need and 
we won’t have this interminable cross-examination. 

Yesterday we had a complete statement that answered all of our 
questions on the military end of it. 

Chairman Curerrrrecp. Mr. Halaby was excellent, I thought, 
yesterday. 

Mr. Vorys. Now we are back to where we started trying to pin 
this together by cross-examination. If we could get that statement 
just on a sheet of paper, I think that is what the committee would 
desire, and we could go on to something else, rather than trying to 
assemble it to our collective confusion, by cross-examination, today. 

Chairman Cuirerrmtp. Mr. Harrison. 

Mr. Harrison. Mr. Chairman, I was going to inquire as to whether 
or not the summary of the recommendations of the valuation teams 
has ever been filed in accordance with the resolution put through the 
committee by Mrs. Vorys earlier. 

Mr. Woop. I don’t think it has been yet. It is in the final stages 
of being duplicated, is it not, Mr. Lawson ? 

Mr. Lawson. We worked on it until about 12:50 on the last night, 
and. our machine broke down. We have people working on it this 
morning, and I hope to have it delivered Solves we break up here 
today. 

Chairman Currerrtetp. I think the suggestion Mr. Vorys makes 
isan excellent one. I think we ought to have a summary of that kind. 

Mr. Woop. We can do that for you very readily. Mr. Murphy, 
the comptroller for the Director for Mutual Security is here and has 


heard this request. How soon could you have that available, Mr. 
Murphy? 
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STATEMENT OF JOHN E. MURPHY, COMPTROLLER FOR THE 
DIRECTOR FOR MUTUAL SECURITY 


Mr. Murrry. We could have it ready when the transcript is pre- 
pared, or we could supply it separately. 

Mr. Woop. Could you supply it by Monday? 

Mr. Murrnuy. Yes, sir; definitely by Monday 

Chairman Currerrietp. Now, Mr. Wood, may I ask this: From our 
discussion this morning, we will probably have to have a session on 
Monday to go over the provisions of the bill and explain these figures 
and the sections of the bill. So we will probably have to have one 
more session Monday. I do not see how we could finish it today. 

Mr. Vorys. I think we ought to finish today, Mr. Chairman. I do 
not see why this committee has to go on interminably merely because 
we do not have information before us. We will do the best we can 
with what we have available. 

Chairman Currrrrrevp. I am perfectly willing to sit here as long 
as anyone, today. 

I talked to Mr. Wood earlier this morning and he seemed to feel 
that in order to do justice to the going over of the provisions of the 
bill, that we would have to have a session on Monday. 

Now I would like to get his judgment on the situation. As I under- 
stand it when he went over the provisions of the bill on Monday, 
the Senate took 5 hours. They took 5 hours just going over the 
provisions of the bill. If they do into that much detail, now, what 
this committee will do with it, with all our members, I do not know. 

I think we could start and see how we get along, but we do want to 
get into our offices all the business this afternoon and try to clean 
up some matters because all of us having been sticking here pretty 
loyally to try to get these hearings finished. 

Mr. Woop. We will be glad to go on this afternoon or any time you 
like, but why do we not start now with the provisions of the bill and 
then see how far we get. 

Mr. Eichholz, would you come up and take the stand, now. 


STATEMENT OF ROBERT B. EICHHOLZ, GENERAL COUNSEL TO THE 
DIRECTOR FOR MUTUAL SECURITY 


Mr. E1cunoiz. Mr. Chairman and members of the committee, I 
would like first to make just a few remarks about the organization of 
this bill. 

As in former years, it takes the form of a series of amendments to 
our basic legislation, the three main statutes under which we operate : 
The Mutual Security Act and the Mutual Defense Assistance Act, and 
the remaining provisions of the Economic Cooperation Act. 

However, we have rearranged the authorizations this year to group 
them not so much geographically as by type of assistance. 

It was felt that in previous years, at least, the main issue before 
the committee very often was how much is going for military assist- 
ance and how much is going for nonmilitary assistance. 

This arrangement we feel makes it easier to present that in graphic 
form for the committees. 
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Now, chapter I, Mutual Defense Materiel and Training, and sec- 
tion 540 thereunder, beginning on page 1, line 9, includes all military 
end items and training, including offshore procurement. 

On page 2, line 2, there is the complete amount, $3 681,523,000 ; 
and in lines 7 ’ through 10 is contained th 1e geographic distribution of 
that global amount. 

Chapter II, Mutual Defense Financing, contains all the items 
which assist in furthering military effort. It includes what last year 
we termed “defense support,” and it includes also the three special 
financing provisions under which we proposed to finance Brtish and 
French contracting, both for NATO forces and for the Indochinese 
war. 

It also includes economic aid to Austria and Berlin. 

Section 541 contains the global figure of $984 million. 

On page 3, line 1, section 102 contains the two $100 million amounts 
in respect to special defense financing for U. K. and French cepcere, 
ment for North Atlantic area defense. This is not offshore procure- 
ment in the sense that the United States will not be the contractor; 
it will not take title to any of these items. What we are doing is to 
pick up British and French contracts and compensate the British and 
French for their own defense finaneing. This will require an author- 
ity to transfer funds to the British and the French, which is some- 
what different fromour usual practice of only making available goods. 

Mr. Harrison. Mr. Chairman, may I interrupt for just a question 
at this point: 

In your testimony now, it is broken down in pages 10, 11, and 12 in 
this book on basic data ? 

Chairman Currrrrie.p. We are going to have a new book on basic 
data ready on Monday, Mr. Harrison. 

Mr. Harrison. However, it is all in here? 

Mr. Ercunouz. That is right. 

Mr. Woop. The categories are the same, but the figures will be 
changed from the ones that you have before you, and it is being 
printed now. 

Mr. Ercrnnorz. There was passed out to you early this morning a 
hectographed sheet which summarizes this deal. 

Chairman Curperri.p. May I ask this. I did not mean to inter- 
rupt, but on page 2 you explained the overall figure in line 2. 

Now give us detail on those next four figures i in that section. 

Mr. Ercunorz. All right. 

On page 2, line 7, that figure of $2,179,689,870 is military assistance 
in the title I area. That is Europe. 

Line 8 : $405,212,637 is the title II area, Middle East and Africa, in- 
cluding Greece and Turkey. - 

Line: $1,081,620,439, is the title IIT area, Far East. 

On line 10, $15 million is Latin America. 

Chairman Curperrtetp. I believe if you will do that, make that 
same explanation as you go along on these detailed figures, it will help 
us, 

Mr. Ercunouz. Very well. 

On page 2, line 18, $984 million is a global figure, which includes 
within it the sum of defense support and the sums made available on 
page 3 in sections 102 and 304. 
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On page 3, line 11, section 304 is special financing in respect of mili- 
tary items needed to prosecute the Indochinese war. It can by its 
terms include anything required by military forces, including such 
common-use items as petroleum, and so forth, and so on. 

Mr. Vorys. Could I ask you about that: Is that going to be MSA, 
or TCA, or who handles that ? 

Mr. Ercunorz. This will be handled as an MSA matter. 

Mr. Vorys. It is “any terms that the President shall specify,” but 
is this simply a defense support item to support particular military 
equipment that France will produce, or does it include actual military 
supplies from the United States to go there? 

Mr. Ercuuotz. It is primarily anything which France will herself 
produce, or procure. 

Mr. Vorys. Will there be any separate bilateral agreement that will 
commit France to spend $400 million on the struggle in Indochina? 

Mr. Ercrnotz. The way this is drafted, Mr. Vorys, this $400 million 
only goes to the French in respect of items which are not only re- 
quired by forces fighting in Indochina, but which are made available 
to those forces. If the French do not make available $400 million 
worth of supplies to the military forces in Indochina, they would 
not be entitled to get the $400 million. 

Chairman Cuirerrrevp. It also includes common-use items which 
may be used for civilian or military. Is that right? 

Mr. Ercunoxz. It includes common-use items which generally can 
be used either militarily or by civilians, but this is tied to their use 
by military forces. 

Chairman Curerrrtetp. I do not see where the tie is. 

Mr. Ercunonz. “Which are required by and made available to, or 
necessary for the support of the forces of France,” and so on. 

Mr. Vorys. What you say would be true if the word in line 12 was 

“shail.” 

The same thing is true in line 2, on the same page. 

If this provided “of the funds the President ‘shall’ make avail- 
able,” then the provisions of these sections would apply. But since 
this is simply discretionary authority given the President to spend 
for such purposes from a ‘total of $984 million, that if you simply 
struck out sections 102 and 304 it would not make any difference in 
the bill. 

I understand in your discussion of the program with the commit- 
tee you wanted to show the different characters of these three items. 
That is we are picking up the check for Britain and France’s own 
defense production, and then we are going to pick up the check for 
French support of the Indochina war. 

But unless you put in the word “shall” everything that its proposed 
on page 3 down to line 20 could be done by the President anyhow ; 
is that not trie? 

Mr. Ercunorz. No; it wouldn’t be, because neither under the MSA 
Act or the remaining provisions of the Economic Cooperation Act is 
there any authority—e xcept for one minor exception, relating to the 
European Payment Union—is there any authority to transfer funds 
so that without these sections it would be necessary for the United 
States to actually procure these items. These items would have to 
be contracted for by the United States, with the French Government. 
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We would have to take title to them and then transfer them to the 
French or the British. It would have to be done through an offshore 
procurement technique. 

Mr. Vorys. Well, we do that, though, do we not, constantly ? 

Mr. Eircunnorz. We do do that. We prefer not to do it with re- 
spect to contracts which have already been let by the governments 
concerned. This is a device whereby we can pick up the tab for the 
procurement that the British and French themselves do without so 
much of the necessity of all the formalities of our own procurement 
officer being on one end of the contract and requiring all the formali- 
ties and procedures of United States military procurement. 

Mr. Vorys. If we wanted to make sure that this money was spent 
this way, we would either put in “shall,” or we would say, for in- 
stance, “of the funds authorized by section 541, not exceed,” so and so, 
“shall be available solely for the purpose of,” and then spell out the 
purpose ; is that not correct ? 

Mr. Ercunouz. The difficulty with that, Mr. Vorys, would be that 
it would then be impossible, in the event that all this contracting were 
not done by the British and French, or for some other reason we did 
not wish to pick up all these tabs, it would be impossible to use these 
funds in any other manner. 

Mr. Vorys. That is what I mean. It is to make it impossible to use 
these funds in any other manner than the way they have been pro- 
gramed. 

I do not think the committee, or the Congress, would have any idea 
of having $600 million in here to be used by MSA or by the Presi- 
dent, himself ,as he pleased. The sole reason for having that $600 mil- 
lion in here is, if it is going to be in here at all, because of the special 
reasons that have been presented to the committee. 

Mr. ‘Aparr. On page 3, lines 19 and 20, if there would be no objec- 
tion, you could change the wording a little in this way, moving the 
words “of France,” and so forth, down after Cambodia, Laos, and so 
forth, and have it read, “the forces of the Associated States of Cam- 
bodia, Laos,” and so forth, “and the forces of France located in such 
Associated States.” 

Mr. Ercuno.z. There would be no objection to that. 

Mr. Aparr. That would pin it down a little more closely. You 
would have no objection to that? 

Mr. E1cunorz. Offhand, I would not, sir. I take it what you 
are suggesting that it read, “the forces of the Associated States of 
Cambodia, Laos, Viet-Nam, and the forces of France located in such 
Associated States” ¢ 

Mr. Aparr. Yes, with a view to reaching the same thing that Mr. 
Vorys has in mind. 

Mr. Vorys. There are two different purposes we have in mind. One 
is if the committee wants to have $984 million for the purposes of 
economic aid, regardless of how it is spent, then you would have a bill 
as it is drafted. 

If you wanted to have $384 million, plus $600 million for these 
special purposes, and not to exceed $600 million for these special 
purposes, and that if it is not used for these purposes, it would not be 
used, then you would have to change the language. 
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Mr. Woop. This is not quite as broad as you indicate, in that this 
is an appropriation of $984 million for these purposes. It cannot be 
transferred out, except under the limited transfer provisions, which 
we come to later in the bill. In other words, there are many economic 
uses contemplated in the bill for which I believe this could not be used 
under the bill as now drafted; is that not correct, Mr. Eichholz ?¢ 

Mr. Ercunotz. Under the bill as now drafted, only 10 percent of the 
$984 million could be transferred either to chapter I, or any other 
chapter. 

Mr. Vorys. Weare talking at cross purposes. 

Mr. Eicunorz. As I understand your point, Mr. Vorys, you would 
like to pin down the funds authorized in sections 102 and 304 exclusively 
to the purposes specified in those sections. 

Mr. Vorys. I would just like to carry out the intention of the Presi- 
dent and the team that has presented the thing. This $600 million is 
to be available solely for the purposes specified. If it is not to be used 
for those purposes, it is not used at all. 

Mr. Ercunoxz. This has to be considered in the context of the total 
British and French budgetary picture with respect to military effort. 

Mr. Vorys. No, it does not have to—— 

Mr. Etcuuorz. No, it does not have to, but it would be desirable to 
do so, from our point of view. 

Mr. Vorys. From our point of view, I would say, it might be that 
the committee would feel that there is $100 million the British do not 
get, except to take up the check for the Hawker-Hunters; there is $100 
million the French do not get, except to pick up the check for the 
Mysteres; and there is $400 million that the French do not get, except 
for prosecution of the Indochina war. If this last French Premier 
would say that he is going to call off the war, they would not get it. 
I understood that was everybody’s purpose. In any case, that might 
be the purpose of the Congress. 

Mr. Bentiey. I wanted to suggest to Mr. Eichholz that, in going 
through the bill, in talking about the figures, he specifically state 
what agency is to be administering it. This chapter I, section 101, is 
defense: isitnot? The one we are now on is MSA? 

Mr. Ercunotz. Yes. 

Mr. Bentiey. Can you follow that as you go along? 

Mr. Ercunotz. To the extent it is possible, Mr. Bentley. Under the 
recent Executive order, by which TCA was transferred from the State 
Department to the Director for Mutual Security, some reorganization 
may be involved. So, in some cases, it may be difficult to tell precisely 
whether in the future it would be MSA or a TCA matter. I can deal 
with the question in general. 

Mr. Woon. If you do decide, in this committee, that you wish to tie 
this down, as Mr. Vorys indicated, I would suggest that it be done by 
means of the longer method of saying that this is to be available only 
for this purpose, rather than using the term “shall.” It would seem to 
me the latter method would imply the President must do it, whether 
it is needed or not. 

Mr. Etcunorz. Chapter ITT: Mutual Special Weapons Planning. 
Section 542 contains this $250 million item, which I believe Mr. Wood 
explained to. the committee yesterday. This is a segregated fund, Mr. 
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Vorys, which if not used for this purpose is not available for any 
other purpose. 

In addition, I would point out that before contracts are let, using 
this money, the President must make a determination that it is in 
furtherance of the security interests of the United States and in 
furtherance of the policies and purposes of the Mutual Defense 
Assistance Act. 

Further, when any of these items are transferred to a foreign nation, 
the President must, again, make those determinations, plus the addi- 
tional determination that the recipient nation is adequately prepared 
to safeguard the security of those weapons. 

Furthermore, on line 16, the sentence beginning “Nothing contained 
in this section shall alter, amend, revoke, repeal, or otherwise affect 
the provisions of any law restricting, limiting, or prohibiting the 
transfer of any such weapons,” that sentence excludes any transfer 
under present legislation of atomic weapons or atomic information. 

Mr. Vorys. That last limitation is in existing MSA law, as I 
remember it. 

Mr. Eicunonz. It is in the Mutual Defense Assistance Act, that is 
right. 

Mr. Vorys. In the Mutual Defense Assistance Act, the President 
has to find it is necessary to the security of the United States to 
transfer anything ¢ 

Mr. Ercunorz. That is correct. 

Mr. Apatr. You made reference to atomic weapons. It is my 
understanding this section has no direct application, whatsoever, to 
atomic weapons / 

Mr. Excuuorz. That is correct. It in no way confers any authority 
to transfer atomic weapons or atomic information, the transfer of 
which is specifically forbidden by the Atomic Energy Act. 

Mr. Apair. A point of information, Mr, Chairman. I missed, 
apparently, the testimony on this subject. I want to read it in the 
record. Was it Mr. Wood who testified as to that? 

Chairman Currrerrievp. When will that be ready ? 

Mr. Crawrorp. I think we probably have it now. 

Mr. Vorys. It was a full hearing by the committee. 

Mr. Aparr. I think it occurred just after some of us had left. 

Mr. Vorys. I do not recall that any of us left. 

Chairman Cuirerrietp. We will make it available. I am axious to 
read it myself. 

Mr. Apatr. There has been some considerable doubt in my mind 
on this point. 

Mr. Bentiey. This is MSA? 

Mr. Ercunonz. No; this would be chapter IV, mutual development 
and technical progress. It is section 543, beginning on page 5, fine 6. 
Vhere is an item of $140,234,500, which includes within it the regular 
point 4 program, plus the economic and technical assistance pro- 
grams presently being administered by MSA in Thailand and the 
I" hilippines. 

Section 402 contains a $25 million authorization for the develop- 
ment of basic materials in which the free world is deficient, in which 
countries receiving United States assistance are deficient. 
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Mr. Woop. That consists, Mr. Chairman, of authorization to spend 
funds as indicated here for the development of materials, basic ma- 
terials, which are in short supply, or likely to be in short supply, 
and which are needed in the free world for its economic development 
or its military development. 

Mr. Vorys. Not for the United States? 

Mr. Woop. No. This is, of course, related to the United States 
availability as well, because it is designed .o increase the total free 
world availabilities, thereby reducing the strain on United States 
supplies. 

It is designed to make them available in other areas of the world. 
The Defense Materials Procurement Agency was given the responsi- 
bility for developing materiais in which there could be shipment to 
the United States. 

Mr. Vorys. What would happen if this were omitted ¢ 

Mr. Woop. If it were omitted, you would obtain less development 
of these important materials than you otherwise would obtain. 

Mr. Vorys. These are other countries that are deve sloping sources of 
basie materials ¢ 

Mr. Woop. That is correct. 

Mr. Vorys. Under section 115 of the old ECA Act there is a provi- 
sion about basic materials. There are other provisions for basic ma- 
terials in the law, is that not right ? 

Mr. Woop. Yes. Those provisions were for the development of 
basic materials required directly by the United States. 

Mr. Vorys. This one? 

Mr. Woop. No; the old one. These are for the development of 
materials available for our allies. It has an indirect bearing on the 
amount available for the United States, since it will reduce the demand 
on the United States for such materials. 

Mr. Bentiey. I must ask Mr. Eichholz if he will carry on as to these 
provisions, please, as to who is administering them ¢ 

Mr. Ercunorz. On the $25 million, section 402, that would be MSA. 

Mr. Bentiey. What about 401? 

Mr. Ercnuorz. 401, as I explained, Mr. Bentley, would be largely 
TCA, but it does contain amounts for Thailand and the Philippines 
which presently are being administered as MSA programs and $1 mil- 
lion for dependent overseas territories in the Far East which will 
be administered by MSA. 

Whether or not all technical assistance in underdeveloped areas will 
be combined in one subdivision of a new agency, we just do not know. 
I do not think anyone knows. 

Mr. Vorys. As of July 31, according to the President’s reorganiza- 
tion plan, they will all be under foreign operations 

Mr. ErcnHorz. That is correct. 

Mr. Lannam, Even then, they would not necessarily be combined ? 

Mr. Ercunorz. Not necessarily. 

Mr. Lanuam. It should be done; it seems to me. 

Mr. Ercnnorz. On page 6, line 1, “Special economic assistance in the 
Near East.and Africa”: This item of $194 million is not technical as- 
sistance. It is not in the ordinary sense demonstration supplies and 
equipment which accompany technical assistance under the Act for 
International Development. It is largely capital equipment and devel- 
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opment for such things as dams, irrigation, and soon. It also includes 
within it the amount for Palestine refugees, special economic assist- 
ance to Israel, and technical assistance and development in African 
dependent overseas territories. 

It is contemplated that, in general, these sums will be used according 
to TCA techniques, rather than MSA techniques. The latter program 
will be administered by MSA. 

Mr. Bentiey. That includes this $30 million which you do not in- 
tend to ask an appropriation for? 

Mr. Ercunoiz. That is correct. 

Mr. Bentiey. Only authorization / 

Mr. Ercunotz. That is right. 

Mr. Vorys. Suppose you left out the last sentence of that, from line 
13 to line 19; what would happen ?¢ 

Mr. Eicuunorz. Well, lam notsure. Ithink primarily we would not 
be sure just what procedural authorities we did have under this au 
thorization. 

Mr. Woop. The purpose of this is to clarify that / 

Mr. Ercunouz. That is correct. 

Mr. Vorys. 503 (b) (3)—— 

Mr. Excrnorz. Those are the remaining provisions of the Economic 
Coopers ation Act. You see, Mr. Vorys, this is a type of assistance 
which is not authorized under the Act for International Development, 
as the interpretation of it has emerged through its legislative history, 
because it is much broader than technical assistance. We do want to 
make clear we use AID procedural techniques, despite the fact that 
this is assistance which is not authorized under AID because it is as- 
sistance with different purposes. 

Chairman Cuiprerrietp. What is that? 

Mr. Ercunonz. The Act for International Development. 

Mr. Vorys. It appears to me, now that I recollect 503 better, that 
it provides that after June 30, 1952, the MSA shall be either for pro- 
grams of assistance designed to sustain an increased military effort, 
that there are provisions for equipment for such programs for limited 
economic assistance to nations to which the United States has respon- 
sibilities as a result of joint control arrangements. 

Section 503 (b) (3) simply makes sure that no administration is 
going to do anything except carry out such purposes. 

Mr. Etcunorz. The purpose of this, Mr. Vorys, is only to make 
available in the furnishing of this assistance either the AID techniques 
or the ECA techniques, for instance, things such as letters of commit- 
ment, procurement authorizations, and so forth. This is only a pro- 
cedural sentence. 

Section 404 is the Special Economic Assistance for India and Paki- 
stan. There is $94,400,000 for that, as shown on page 7, lines 5 and 
6. It is the same technique that we plan to be used under section 206. 

Again, it is contemplated that probably TCA techniques would be 
used. Of course, TCA is administering the present technical assist- 
ance programs in that area. 

Chapter V deals with our various multilateral enterprises. Section 
501 authorizes $10 million for the movement of migrants by way of 
a contribution to the Intergovernmental Committee for European Mi- 
gration, of which Mr. Hugh Gibson is the head. 
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Mr. Vorys. I do not get this. I may be awfully thick. I do not 
understand it. What are “TCA techniques”? I cannot see any rea- 
son for this administration you are talking about. TCA techniques 
are exactly the same as our economic aid techniques where we furnish 
technical assistance. At least, that is what we were told last year, 
that they were identical programs. 

Mr. Lanuam. I think he means the technical administration of the 
program and not the difference in the programs—the way that they 
have used various techniques in administering those programs, as I 
understand it. 

Mr. Vorys. What technique would it be? Just name one instance. 

Mr. Ercunowz. For instance, in the matter of procurement, TCA 
and MSA, in the past, have procured quite differently. As Mr. 
Lawson explained to you earlier, the MSA technique does not involve 
any actual procurement by MSA. It merely allocates funds to a 
country, which then assigns those funds either to itself, its own 
government, or private enterprise. That is done through procurement 
authorizations, letters of commitment, and so on. 

TCA, on the other hand, does a great deal of procurement itself. 
It does not have this letter of commitment technique. There are vary- 
ing personnel provisions in the Act for International Development, 
and in the Economic Cooperation Act. We have not anything up 
our sleeves on this one, Mr. Vorys. 

Mr. Vorys. Can TCA furnish money? 

Mr. Ercumonz. Yes; it can. 

Mr. Vorys. TCA was set up, as its name implies, to furnish tech- 
nical assistance, of which it would be assumed the amounts would be 
so small that they would preclude the possibility of vast sums to be 
used for economic aid. Here are vast sums to be administered that 
way. TCA also has nothing to do with mutual security. It looks to 
me as if the purpose is to throw big money into an organization that 
was set up very carefully, for little money, and to eliminate any need 
for a finding that it had anything to do with our security. 

Chairman CurrerrreLp. And to carry out a worldwide WPA. 

Mr. Vorys. As to the techniques, if TCA got enough money, they 
could throw it around high, wide, and handsome, money-or stuff. If 
that is the purpose, then maybe a good thing to do would be to strike 
out the last sentence. 

Mr. Ercunouz. The difficulty we would have, primarily, is this, I 
would suppose: The people who are administering the present tech- 
nical assistance program in India and Pakistan and in the Near East 
are used to doing business in a certain way, that way being the way 
business is done under the Act for International Development. 

It would be rather inconvenient and possibly be needless admin- 
istrative duplication to also, in those same countries, do business in 
the nontechnical assistance field in a completely different way, and 
put people in those countries who are used to doing business in that 
different way 

Mr. Lanuam. It doesn’t make available any funds. Does it permit 
the shifting of funds from the technical assistance program to the 
ECA? 

Mr. Ercunouz. No, Mr. Lanham. That has nothing to do with 
shifting the fund. 
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Mr. Lanuam. That is what I understood. I would be like Mr. 
Vorys, if it did I think it should be stricken. If it applies only to 
administrative details, I do not see any objection to it. 

Mr. Woop. The background of this provision is, of course, as has 
clearly been stated here, to authorize special economic assistance of a 
kind which, from an inspection of the legislative record, it does not 
appear that the Act for International Development was intended to 
deal with. It is designed specifically to authorize special economic 
assistance for large-scale developmental projects in these particular 
crucial areas available. 

Mr. Lanuam. He admitted that they were using funds in a large 
way in technical assistance programs. 

Mr. Woop. I do not think so. 1 think he was talking about the funds 
for the Arab refugees and Jordan. This is very clearly the kind 
of expenditure of funds for the kind of purposes which go beyond 
those which it has been indicated by the legislative record were con- 
templated under the Act for International Development. In that 
sense, it does seem desirable to have the flexibility, administratively, 
requested in this last sentence to which Mr. Vorys has referred, so 
that we can operate using the most efficient techniques in this some- 
what different type of economic assistance operation. 

If you make these funds available for these purposes at all, then it 
seems desirable to have that flexibility in techniques. If you do not 
want to make the funds available, cut out the whole thing. If you 
do decide it is necessary to have these funds, give us the technical 
flexibility required to administer them in the most efficient way. 

Mr. Lanuam. That is all those provisions mean / 

Mr. Ercnnorz. That is correct. 

This $10 million is for contributions to ICEM, which used to be 
called PICME. I have just dealt with that section 501 on page 7, 
line 17. Those funds would be turned over to the State Department. 

Mr. Vorys. Would that still be under the reorganization plan? It 
would not go to State ¢ 

Mr. Ercunorz. The new agency would do the actual administrative 
work involved. The contribution itself would be made by the De- 
partment of State. 

Mr. Vorys. That is not the way I read the new organization plan. 


STATEMENT OF EDWIN M. MARTIN, SPECIAL ASSISTANT FOR 
MUTUAL SECURITY AFFAIRS, DEPARTMENT OF STATE 


Mr. Martin. I think the contribution has to be made by the agency 
of government that represents the United States in the U.N. 

Mr. Lannam. This operational agency does not deal through the 
United Nations; that is still done through the State Department ? 

Mr. Ercunotz. The State Department deals with the United Na- 
tions. 

Mr. Martin. We are responsible for formulating policy with re- 
spect to international organizations and for formally making con- 
tributions to them. 

Mr. ErcuHonz. Section 544 authorizes $13,750,000 for multilateral 
technical assistance contributions to U. N. agencies and the Organiza- 
tion of American States. That is part of the TCA program. 
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Section 545 authorizes $9 million to UNICEF. 

Mr. LanHam. Was that the same amount last year / 

Mr. Woop. Last year the authorization was $16 million plus, of 
which $6 million was appropriated. 

Mr. Lanuam. Only $6 million / 

Mr. Woon. Yes. 

Mr. Lannam. Was there any additional appropriation made 
a deficiency bill? 

Mr. Woop. No. 1 think we are intending to, or requested—— 

Mr. Pav, The Director of the Budget has sent a letter to the Chair- 
man of the Appropriations Committee. 

Mr. Lannam. How much additional? 

Mr. Woop. Requesting the balance of the unappropriated authori- 
zation. 

Mr. Lanuam. For this fiscal year? 

Mr. Woop. Yes. 

Mr. Lanuam. Has it been spent? How can they use it in this fiscal 
year? Ithink Mr, Elliott testified yesterday as to the urgent require- 
ments for these funds in order that they may be used in this program. 

Mr. Apa. Was this the amount originally requested, or does it 
represent a reduction in the revised-budget, this $9 million ? 

Mr. Marrty. I believe this is the amount originally requested. 

Mr. Apair. That item has not been reduced ? 

Mr. Martin. From the Truman budget, no, I do not think so. 

Mr. Excunoxz. I would like to point out that the way section 545 
is worded, the contribution could go to UNICEF or to any reorgan- 
ized agency or any agency carrying out work in the children’s welfare 
field. 

Section 503, on line 15, authorizes $1,825,000 for payment of ocean 
freight for voluntary relief packages. 

Chairman CuiprrFrretp, That is the same provision as last year 

Mr. BentLry. Is that MSA? 

Mr. Ercunouz. Under the reorganization plan, yes, it would be the 
new agency 

Section 504 deals-with economic assistance to Korea. On page 9, 
line 5, there is authorized $71 million as a contribution to UNKRA. 
This $71 million, plus amounts already authorized in the amount of 
$55 million plus, and the Army pipeline, which is dealt with on lines 
7 and 8 of page 9, will total the United States pledge to UNKRA of 
$162,500,000. 

Lines 7 and 8 merely reflect a reduction in the estimate of the value 
of the Army pipeline which can be made available to UNKRA at 
such time as UNKRA might take over after the cessation of hostili- 
ties. This is not an authorization of new money. 

Chapter VI deals with further changes in our basic mutual security 
legislation. 

Mr. Woop. Some of these are more than technical, are they not? 

Mr. Excunorz. A few of them are. I stand corrected. 

Section 546 contains the transfer provisions which, because of this 
rearrangement, require some rewriting. This provides for two kinds 
of transfers, the-transfer in (a), line 14, is— 


not to exceed 10 percentum of the aggregate of the appropriations made avail- 
able for section 101 (a) (1) and section 541 of this Act— 
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which is the defense financing item of $984 million— 


for any fiscal year may be transferred between appropriations made available 
for either of such sections: Provided, That such funds after transfer may be 
used only for the purposes of sections 101 (a) (1) or 101 (a) (2). 

This substantially results in the same kind of transfer provision 
as is now contained in title I of the Mutual Security Act, whereby 
10 percent of the total of the fund made available for Europe may 
be transferred either from economic to military or from military to 
economic. 

The second transfer provision, (b), provides a 10 percent trans- 
ferability between nonmilitary chapters. In other words, it can be 
between defense financing, mutual development and technical prog- 
ress, and multilateral organizations. The requirement of notifica- 
tion to congressional committees is preserved. 

Mr. Vorys. I do not see what 541 1s yet. 

Mr. Eicunorz. 541 is on page 2, line 16, of the bill. It is a new 
section. 

Mr. Woop. It is the $984 million we were talking about. 

Mr. Vorys. That would mean, as drafted, that it would be $93 
million that could be transferred. As I remember it before, we had 
it both ways. 

Mr. Woop. This is the aggregate of the two together. You can 
transfer 10 percent of that figure to military or to defense financing. 

Mr. Ercunorz. Mr. Vorys, it is the aggregate of $984 million on 
Jines 17 and 18 of page 2, and $2,179,689,870 on line 7, page 2. 

Mr. Vorys. Before we had it, you could transfer 10 percent of mili- 
tary to economic, and vice versa. 


Mr. Woop. No; it was the aggregate, Mr. Vorys. You added the 
military in title I to the economic in title I and you could transfer 10 
percent of that aggregate, either way. 

Mr. Ercunorz. It is 101 (b) of the Mutual Security Act: 


Not to exceed 10 percent of the total of the appropriations granted pursuant 
to this section. * * * 


This section is section 101 of the Mutual Security Act, which con- 
tains those military and defense support funds. 

Mr. Vorys. As drafted here, money for Indochina support for 
France, 10 percent of that could be transferred ? 

Mr. Eicunorz. That is right. As the testimony brought out, Mr. 
Vorys, that $400 million item can be considered either way you wish 
to consider it, as assistance to France, or assistance in the Far East. 

Actually, it is designed to meet the French military budget problem. 

Section 547, on page 10, is the carryover provision. You may re- 
call that in previous years, at the end of sa separate authorization, 
we spelled out this carryover language. It made for rather a long 
bill. So we consolidated it into one section here. 

Mr. Woop. In our discussion last year, Mr. Vorys, we came to 
the conclusion that the simplest way to handle the problem of carry- 
over was to use the term “unexpended balance.” The effect of this 
provision is to authorize the carryover of unobligated balances and 
the reobligation of obligated balances which have been deobligated 
after the end of the fiscal year and which are required for obligation 
for the same or similar purposes. This provision is not really neces- 
sary as to the obligated but unexpended balances since other laws 
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make it permissible to carry over and spend those unexpended bal- 
ances for, I believe, 2 years following the end of the fiscal year in 
which they were obligated. This is a much simpler way of stating it. 

Mr. Ercunoxz. Section 602 on page 10, line 14, extends the pro- 
visions of the Kersten amendment to Asia as well as Europe. 

Section 603, “Military Aid in the Near East and Africa,” is not as 
a technical legal matter strictly necessary. You will recall that sec- 
tion 201—well, it is only (a) that is technically unnecessary, (a) on 
line 3, page 11. 

Section 201 contains the authorization for military assistance to 
Greece, Turkey, and Iran. Section 202 provides up to 10 percent of 
the amount made available under section 201 may be used for military 
assistance to other countries in the area. The other countries in 
the area seem to feel that such an arrangement explicitly makes them 
low man on the totem pole. They would like to have it made clear 
in the legislation that they participate to the same extent. 

Mr. Vorys. That would apply to the [deletion—secret] funds de- 
scribed to us? 

Mr. Ercunoxz. That is right. In (b), Mr. Vorys, we have rewrit- 
ten the authorization for military assistance in the area other than 
Greece, Turkey, and Iran to deal with this $100 million problem. 

It is on line 11, page 11. We have rewritten it in quite a number 
of respects. In the first place, 202 today only speaks of the Near East. 
We have added in line 19 the words, “and Africa.” 

The next two sentences: 

Such assistance may be furnished to any organization created pursuant to a 
regional defense arrangement in the area to which the United States shall have 
become a party— 
that deals with the possibility of a Middle East Defense organiza- 
tion— 


to any nation in the general area participating in such an arrangement. 


There is a bit of magic in that. It is conceivable that if there were 
a MEDO, Pakistan might be a party to it. Pakistan is in the title III 
area. But if there were a Middle Eastern defense arrangement, we 
would wish to give military assistance to Pakistan under this pro- 
vision. 

Mr. Vorys. It could be ended up, “or to any other nation.” 

Mr. Ercuno.z (reading) : 


In the general area which the President determines to be of direct importance 
to the defense of the area. 

There again, we are not today giving military assistance to Pakis- 
tan. Even in the event there is not a Middle Eastern Defense Organi- 
zation, if we did give military assistance to Pakistan in connection with 
developing the defensive capabilities of the Near East area, we would 
wish to have the authority to give it under this provision, even in the 
absence of a Middle East Defense Organization. 

Mr. Vorys. Suppose you didn’t have section 603 (b). What would 
be the difference ¢ 

Mr. Eicunorz. The figure for military assistance in the title III 
area does not contain anything for Pakistan. If we give them military 
assistance we want to do it through title II. It is there that any mili- 
tary assistance for Pakistan is programed. Without these words we 
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would have to get military assistance to Pakistan through title III. 
It has not been programed in the title III figure. 

Mr. Vorys. I do not think you got my point. Suppose you left all 
of 603 (b) out? 

Mr. Excunoiz. You mean the whole section ¢ 

Mr. Vorys. Yes. What would be the effect ? 

Mr. Ercunotz. If you left it out, Mr. Vorys, there would be a num- 
ber of effects. Section 201 now speaks of assistance to Greece and 
Turkey pursuant to the Greek-Turkish Assistance Act, and assistance 
to Iran pursuant to the provisions of the Mutual Defense Assistance 
Act of 1949. 

The Mutual Defense Assistance Act of 1949 does not itself authorize 
assistance in the Middle East area, but section 202 of the Mutual Secu- 
rity Act of 1951, as amended, presently permits the use of up to 10 
percent of title [1 funds for that purpose. Therefore, while there would 
be a mechanism for making military assistance available to countries in 
the Middle East other than Greece, Turkey, and Iran, this mechanism 
is not satisfactory and very restricted, and, as I said earlier, gives 
these other nations the impression that they are the low men on the 
totem pole. 

There-is a further point. On page. 12, line 16, the requirement. of 
section 511 has been somewhat relaxed because political sensitivities 
in the area make it desirable that none of the 511 (a) assurances be 
required. 

Mr. Woop. It allows the President to determine which of them are 


necessary. 
Mr. Ercuuouz. On page 12, line 8, it states: 


No assistance shall be furnished under this section unless the recipient nation 
* * * has agreed that the equipment, materials, or services provided will be used 
solely to maintain its internal security, its legitimate self-defense, or to permit 
it to participate in the defense of the area, or in the United Nations collective- 
security arrangements. 

We feel that is a desirable restriction so that no military equipment 
which might be sent would be used for intra-area conflicts. 

Mr. Woop. Is it not true, Mr. Eichholz, there would be doubtless 
other ways that aid could be given to an organization like MEDO if 
that were formed, if you did not have this provision in the law? 

Mr. Ercumotz. Yes. 

Section 604, Authority for Assistance to Korea. Under the present 
law the only authority for nonmilitary assistance to Korea is the 
authority to make contributions to UNKRA. Under the UNKRA sec- 
tion of the law up to 50 percent of the amount authorized for UNKRA, 
if not used as a contribution to UNKRA, may be used for economic 
assistance in the title III area, excluding economic assistance to Korea. 

We should like the authority to use up to 50 percent of the amount 
authorized for UNKRA for other forms of assistance to Korea if 
that should prove desirable. As you know, we have a mission out 
there now making recommendations as to the manner in which eco- 
nomic assistance to Korea should be provided. 

Section 605 makes several exceptions to the Ribicoff amendment, 
which I can outline to you briefly. 

On line 17, (1) deals with the fact that the MAAG operation in 
Indochina will have to be very much expanded because of the ad- 
ditional assistance, also additional training. 
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The figure (2) on line 21 deals with the case of new MAAG’s, which 
it is contemplated may be set up in addition to those already existing, 
such as in Spain, Japan, and Germany. 

The figure (3) deals with MAAG operations in connection with 
multilateral organizations such at NATO and EDC. 

Mr. Vorys. Established after July 1, 1953? 

Mr. Ercunoiz. There are no MAAG’s now in Spain, Germany, and 
Japan. There are figures in this bill for military assistance in the 
cases of those countries. It will be desirable to have military assist- 
ance advisory groups in those countries. 

Mr. Vorys. What international organizations are contemplated for 
establishment after July 1, 1953? 

Mr. Excunoitz. MEDO, EDC. 

Mr. Vorys. You have more people on the payroll now than you had 
a year ago, at the beginning of 1952. I thought you were going to get 
away from that and cut down on personnel. 

As to the duplication which everybody except MSA thinks exists, 
the overstafling, the elimination of that might take care of such addi- 
tions as you might need for these new places. 

Mr. Eicunoiz. Mr. Vorys, as you know, the Ribicoff amendment 
does not deal with personnel who are packing, handling, crating, the 
delivery of materials, and soon. These MAAG’s do not contain such 
people. 

It will be necessary, if the Congress grants us funds for Spain, 
Japan, and Germany, and also grants us funds for expanding our 
assistance in Indochina, to set up military assistance advisory groups 
containing a substantial number of people in those places. 

Mr. Vorys. Are you not going to save a little personnel in the 
elimination of SRE? 

Mr. Excunouz. Yes, we are. 

Mr. Vorys. Suppose you just did not have this section 605 at all. 
What would happen ? 


STATEMENT OF SAMUEL EFRON, ASSISTANT GENERAL COUNSEL, 
DEPARTMENT OF DEFENSE 


Mr. Erron. The Ribicoff amendment, as you will recall, Mr. Vorys, 
is broken down between a requirement for a reduction of the civilian 
personnel and also the military personnel. I doubt that any reduc- 
tion of civilian personnel in SRE would alleviate the problem we 
have with respect to the requirement for new RTE ape in 

4 


the MAAG’s. Could I expand a little bit on what Mr. Eichholz said 
generally about these new requirements ¢ 

Mr. Vorys. I think we ought to bear in mind that what started 
out as the Ribicoff amendment was substantially doctored up in con- 
ference, and that the expressed intent of Congress was that the over- 
staffing of this thing all over the world should be cut down. 

The organization that is not under the Ribicoff amendment has gone 
up every place it could. I do not think it would be likely that Con- 
gress would have in mind an expansion of the total personnel of any 
kind of MSA or TCA. 

Mr. Woop. The MSA personnel is being cut down. There will be 
a substantial reduction by June 30 of this year. This is the military 
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organization that is required to carry out new programs. You can- 
not do it without the people. 

Mr. Erron. Following the enactment of the Ribicoff amendment, the 
Director for Mutual Security established a ceiling of 7,207 spaces for 
the Department of Defense. Through subsequent reductions in force 
occasioned by the Ribicoff amendment and by other administrative 
and fiscal limitations, the personnel subject to the ceiling have been 
reduced from an assigned strength of 7,581 in June 1952 to 6,984 in 
March 1953, or 223 spaces below the authorized ceiling of 7,207. 

Since that time, particularly this coming fiscal year, we will have 
expanded deliveries. 

Mr. Fulton and other members of the committee have stated from 
time to time that one of the most important items in their way of 
thinking and, indeed in ours, is the requirement that we supervise 
the end use of this equipment and make sure it is utilized for the pur- 
poses for which given. 

As the rate of deliveries is stepped up, so, too, is the requirement 
stepped up for personnel to observe and to supervise the end use of the 
equipment. 

Added to that is the fact that we may have new requirements both 
in terms of new MAAG’s and in terms of existing military assistance 
advisory groups, particularly in the Indochina area, where we may— 
there has been some testimony on this—expand our training activi- 
ties. 

Mr. Vorys. Our training activities? 

Mr. Erron. Yes. We intend to bring personnel in there to assist 
the French in training activities of the local troops. I think there 
has been testimony on that. 

Mr. Vorys. I thought the French would not permit any. 

Mr. Erron. You will recall there was a mission sent from there to 
Korea to observe our training activities in Korea. General Stewart 
and General Bradley testified there might be additional training ac- 
tivities in the MAAG-Indochina. 

Mr. Vorys. I do not recall it. 

Mr. Erron. If EDC comes into effect, there will be a requirement 
there for a MAAG—— 

Mr. Vorys. Wait a minute. If EDC comes into effect, are you 
going to need all you have had in the separate countries, and with a 
new cadre in EDC? 

Mr. Erron. I did not finish my thought. There will be a require- 
ment for MAAG personnel in Germany, which will be, as you know, 
a part of EDC. 

If the Spanish negotiations are carried through to a successful con- 
clusion, as Mr. Nash testified, there will be a requirement in Spain. 
If the Japanese program comes into effect this year, there will be a 
substantial requirement for Japan. 

If assistance is given to countries of the Middle East, other than 
Greece, Turkey, and Iran, either through the Middle East Defense 
Organization or to individual countries, there may be requirements 
there, the extent of which we cannot tell at this time. 

Chairman Currrerrtecp. Military missions in those countries? 

Mr. Erron. Advisory groups as distinguished from the missions, 
sir. The extent of these requirements is difficult to tell at present, Mr. 
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Vorys. The purport of this new section, which has been proposed, is 
that if there are new requirements we will be able to meet them. 

Mr. Vorys. The staff has brought the written record to refresh my 
recollection. Training programs for Indochina, fiscal year 1954, total 
Army, Navy, Air Force, zero, zero, zero, zero. 

Mr. Erron. We hope actually to put into MAAG- Indochina 50 ad- 
ditional personnel this year. 

Mr. Woop. Does that not refer to the trainees that would be brought 
to this country? I believe there is no planning for that. These ac- 
tivities that Mr. Efron is discussing would relate, I believe, to the 
training activities within the country. 

Mr. Vorys. In other cases, we have had training both in the coun- 
try and out of the country. 

Mr. Erron. This is a matter of assisting the French in training 
there. I have been given a figure of some 50 additional personnel for 
the MAAG-Indochina. 

Mr. Woop. You understand, Mr. Vorys, this proposal is that if 
these things do not develop there we will not take on employees. 
It is only for increased requirements developed after July 1, 1953, if 
they do develop. 

If there is, for example, a MAAG in Japan, to that extent em- 
ployees are required for that purpose, and they would be able to be 
taken on without the Ribicoff ceiling. 

Mr. Erron. I would like to correct something I said earlier. I 
said a separate ceiling had been applied for military and civilian 
personnel. Actually, it is an aggregate ceiling. Under section 504 
(d), which is the Ribicoff amendment, an aggregate ceiling, broken 
down between military and civilian personnel, is provided. 

Mr. Woon. For the Department of Defense employment ? 

Mr. Erron. For all Mutual Security Program employees, that is 
all civilians employed by or assigned to the Department of Defense, 
whose compensation is authorized by this act and all military per- 
sonnel engaged in programs under the act, except for the blue-collar 
employees to whom Mr. Eichholz referred. 

Mr. Ercnno.z. Page 14, line 8. As you will recall last year you 
enacted a provision under which up to $100 million of funds authorized 
for the fiscal year 1953 could be used by the President without regard 
to any conditions as to eligibility, and not more than $20 million to 
any one country. 

In this section we propose quite a number of changes. Incidentally, 
there is a typographical error on line 8. The bracket before “in any 
fiscal year” ought to be stricken out and inserted before the word 

“or,” because “in any fiscal year” is new language. 

Chairman Currerrrerp. How does it read when changed ? 

Mr. Ercunoxz. The bracket before this should be stricken out and 
inserted before “or.” We would propose to make this provision appli- 
cable for the life of the Mutual Security Act. Also, we have had 
some difficulty in interpreting the words “without regard to any con- 
ditions as to eligibility,” out of an abundance of caution. So far, 
we have interpreted those words merely to refer to the assurance that 
is required by section 511. 

Mr. Vorys. How is that? 
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Mr. Ercunorz. We have interpreted this provision to refer only 
to the absence of assurances under section 511; to authorize us to 
give assistance without regard to section 511, but not without regard 
to most of the other limitations and restrictions of our legislation. 

Mr. Chairman, I would like to say the military assistance advisory 
groups carry out the statutory functions of the Secretary of Defense, 
which include the formulation of deficiency lists and initial formula- 
tion of programs, the receipt of equipment and transfer of title, the 
training of foreign nationals, and the inspection of the end use of 
equipment and trainees to insure that such equipment and such as- 
sistance is in accordance with the Mutual Defense assistance agree- 
ments and in the best interests of the United States. 

These functions are calculated to insure that the United States re- 
ceives full value for its military assistance dollars. The rate of 
delivery has sharply increased but, as a result of the Ribicoff amend- 
ment, the personnel of the MAAG’s were pared down. Any material 
personnel reductions made to present MAAG’s in order to meet the 
total new requirements for the fiscal year 1954 would seriously hamper 
the conduct of the entire Mutual Defense Assistance Program if not 
require alteration of the entire concept of MAAG operations. 

‘here are certain new requirements which must either be filled from 
existing spaces, with a concurrent loss in the effectiveness of existing 
operations, or else must be filled from some new source. 

The necessity for additional personnel to staff MA AG’s in Germany, 
Spain, Japan, Saudi Arabia, and the Middle East is, of course, con- 
tingent upon the conclusion of the necessary bilateral agreements with 
any or all of those countries. 

It is probable that some of these agreements will be concluded shortly 
and that additional agreements will be concluded during the remainder 
of the next fiscal year. Although there is no immediate need for 
additional personnel, the security of the United States requires that 
sufficient personnel be available to staff MAAG’s as they are estab- 
lished in these new countries. 

In Thailand and Indochina, there may well be a request for increased 
personnel to reflect the steppedup tempo of defense in those areas; 
specifically, additional training personnel may be needed. This need 
is also conditional. Because all of the requirements for additional 
personnel are contingent, the request for relief of the Ribicoff ceiling 
has been conditioned on new programs coming into existence. 

We should like to have the authority to use up to $100 million, not 
more than $20 million to any one country, without regard to the restrie- 
tion of the limitations of our legislation in the event of emergencies 
which might arise, brushfires breaking out rapidly that require rapid 
action, disasters such as drought or food or earthquakes in which we 
would want to move rapidly “and which sometimes neither the pro- 
visions of the Act for International Development or the provisions 
of the Economic Cooperation Act would authorize the precise form 
of assistance that might immediately be required. 

Obviously, if a large operation were undertaken, we would have to 
come to Congress for new funds and new authorization, inasmuch as 
only $20 million may go to any one country. 

Mr. Vorys. How about the Battle Act? 

Mr. Woop. That is separate legislation. 
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Mr. ErcuuHorz. I think Mr. Vorys’ point is that as this is drafted, 
it would exempt us from the requirements of the Battle Act. That 
was not our intention. We would be glad to insert language to take 
care of that. 

Ali you would really have to do would be to say, “any other act 
except the Battle Act.” 

Chairman Currrervrenp. We would not want to break down the 
conditions in the Battle Act. 

Mr. Eicunorz. That was inadvertent on our part. 

(Discussion off the record.) 

Mr. Vorys. By the way, General Stewart’s testimony was that we 
have no training program as such in Indochina, that the French 
training program is supposed to supply those technicians and skilled 
mechanics required in Indochina. The French do their own train- 
ing. Mr. Wood said that some training was contemplated. But 
we heard not only that statement from General Stewart, but from 
General—what is his name—who was here earlier this year? 

Mr. Erron. Sir, as I recall it, General Stewart, either on or off the 
record, did say there might be some training of the Vietnamese forces 
contemplated this year, and I think the record may conceivably show 
that. I think Mr. Crawford has some information on that. 

Mr. Aparr. I would have to bear that out. I do not know the 
source of it. There has been some testimony at one time to that effect. 
I have a recollection of it, but I could not put my finger on the testi- 
mony, that there had been a recent mission up to Korea and that others 
were proposed, 

Mr. Eicunorz. Page 14, line 20, is the first of a series of three 
amendments we should like to suggest in respect to guaranties. The 
effect of this change is to make it possible in a country to which we 
are not giving any regular form of assistance to guarantee an enter- 
prise in that country without the necessity of securing 511 assurances 
from that country. 

Mr. Woop. Which is a guaranty of an American investment? 

Mr. Ercunoiz. Yes. An example of the kind of thing that we 
might have in mind is that it might be possible to interest American 
enterprise in developing in Australia coal resources which would 
give the Japanese a source of coal other than from their traditional 
dependence on Manchurian coal. 

We are not giving any assistance, military or economic assistance, 
to Australia, nor is any contemplated. However, under the strict 
requirements of the present law, 1f we did make such a guaranty, we 
would have to get the 511 assurances from Australia. 

Mr. Vorys. Do you conceive that anybody would want to get a 
guaranty with reference to Australia, as to convertibility of their 
money, or something ¢ 

Mr. Ercuno.iz. That is correct. 

Page 15, line 11, deals with the termination provisions of the 
Mutual Security Act. Under the present law, the Mutual Security: 
Act terminates on June 30, 1954. We propose, consistent with the 
administration’s position, that this is not a quick effort for an emer- 
gency which can be pinpointed as of a certain date, but rather that 
we are organizing for a long-pull effort. 

We are proposing that date be shoved forward to June 30, 1958. 
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Chairman Currrrrievp. Is that 4 years? 

Mr. Eicuuorz. That is 4 years further than the present law. 

Chairman Currerriecp. I thought this program was for an exten- 
sion of 3 years. 

Mr. Vorys. It is 4 years, and later it is 7 years. 

Chairman CurrerrieLp. We have had that trouble before. 

Mr. Ercuno.z. Incidentally, there is a typographical error in line 
8. The bracket before the word “specified” should be stricken out, 
and should be inserted after the word “in.” 

There is also a typographical error in line 19. The bracket before 
the word “shall” should be stricken out and inserted in line 22 before 
the word “may.” 

The significance of the further changes in the terminal provisions 
is this: Under the present law, after termination of the program, 
funds are only available for obligation for transportation and de- 
livery for 1 year after the date of termination. In the ease of long- 
lead items which may have been contracted for in the fiscal year prior 
to termination, there may well not be delivery of those items until 
2 to 3 years after the termination date of the legislation. There 
would then be no authority to obligate funds for the transportation 
and delivery of those items. 

We are, therefore, proposing that we have the authority for 3 
years after the termination date to pay for transportation and 
delivery costs. 

Furthermore, there has been an additional difficulty in respect. to 
long-lead items which we have run into already in this fiscal year, 
that in the case of very long-lead items we are now making contracts 
which will result in delivery after June 30, 1954, June 30, 1955, even. 

Mr. Vorys. You have an extension period in the existing law after 
1954. 

Mr. Ercunoiz. We have a 1-year extension period. If those items 
are delivered after the termination date, after June 30, 1955, there 
would be no authority to pay for them. 

Mr. Vorys. I think I can save you some time. The President in his 
message on reorganization No. 7, said: 

Our organization for the conduct of foreign affairs has been built upon a 
patchwork of statutes which needs careful restudy as a basis for new legislation. 
The development of new legislation will take time. By early next year we will 
be prepared with appropriate consultation with the Congress to recommend 
such legislation. 

That is it. We do not need to change the extension of this at all, 
because we have the Presidential assurance that we will have legisla- 
tion before us by early next year, and then we will put extension dates 
on it as is deemed necessary when we get away from the patchwork 
of statutes, which is this patchwork of statutes we are dealing with in 
this present bill. 

Therefore, I do not think we need to spend much time on going over 
this 7-year extension of this patchwork. 

Chairman CurrrrFrecp. We have their idea of what they want. 

Mr, Ercunoiz. May I point out this one thing, Mr. Vorys. This is 
a current problem in this respect, that today, because of the fact that 
we only have authority to use funds up to June 30, 1955, we must 
write all contracts providing for the procurement of long-lead items 
with a termination clause in them, so that if Congress fails to extend 
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that date we can then cancel the contract. This results in higher costs 
of procurement because the supplier undertakes a very substantial 
risk that the contract will be canceled. If we were sure we would have 
the authority to pay for the goods when they were delivered, we would 
get lower prices. 

Mr, Vorys. Mr. Eichholz, I think you are going to have to proceed 
for 6 months either writing such provisions into your contracts or 
procuring out of stock, as was described yesterday, because not only 
is this committee but the President of the United States dissatis- 
fied with this chaotic legislation 

Mr. Ercunouz. I think we are all dissatisfied with it. 

Mr. Vorys. It had been my hope we would have by this time a redo 
of these statutes, which has not een forthcoming. But this time we 
are for sure going to have it. 

In the meantime, in order not to tempt anyone to delay or dally, 
I doubt very much whether the extension provision will be substan- 
tially changed. 

Mr. Excunotz. Long-lead items, Mr. Vorys, cannot very well come 
out of stocks. This is a problem on airplanes, ships, complicated heavy 
equipment. 

Mr. Vorys. Give us an example of one kind. We have always been 
told what we would procure for this program in these distant years 
ahead, when we have no assurance there is going to be any EDC, and 
so forth, that all of these will be available for our own use; that is 
correct, is it not? 

Mr. Excunorz. Yes; it is correct, though I am not at all certain 
that the Department of Defense would let contracts for its own use 
for exactly the same kind of items which it is proposing to procure 
for foreign use. Obviously, it is certainly up to Congress as to 
whether or not it extends the life of this program. I merely point 
out if it fails to do so, it will probably cost us a little more money in 
procurement, 

Mr. Woop. A specific example of this problem was the Hawker 
Hunter contract. I believe you had some informal discussions on that 
contract before it was let. The actual deliveries of a good part of that 
contract are going to take place sometime after July 1, 1955, and, 
therefore, unless this authority is extended, these contracts may have 
to be canceled at very substantial cost to the United States. 

Mr. Ercunouiz. And we would not be procuring Hawker Hunters 
for our own forces. 

(The following was submitted for the record.) 


EXTENSION OF PROGRAM AND PROVISIONS TO PERMIT CURRENT CONTRACTING FOR LONG- 
LEAD-TIME ITEMS AND THEIR TRANSFER (UNCLASSIFIED) 


(a) Problem 


Section 530 (a) of the Mutual Security Act of 1951, as amended, provides that 
after June 30, 1954 (or the date of a concurrent resolution of Congress, which- 
ever is earlier), none of the authority granted pursuant to that act or the Mutual 
Assistance Act of 1949, as amended, may be exercised, except that during the 
following 12-month period equipment, materials, commodities, and services, the 
procurement, shipment, or delivery of which had been authorized prior to such 
date can be transferred to recipient countries. It further provides that appro- 
priated funds may be obligated during such 12-month period for expenses inci- 
dent to such transfers and shall remain available during such period for neces- 
sary expenses of liquidating operations under the act. 
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Three problems exist in connection with the present provisions of section 
580 (a). These will be stated and discussed separately below. 


(b) Discussion 

(1) Termination date of the program.—lIt has already become apparent that 
the objectives set forth in section 2 of the Mutual Security Act cannot be attained 
before June 30, 1954. Therefore, the program must be extended. It is difficult 
to fix a precise terminal date in the future. However, in view of the current 
international situation and the uncertainty of the future, the extension should be 
for a sufficient period to permit further long-range planning to be carried on. 
The administration has already resolved that the approach of the program should 
be changed so that we no longer think in terms of the maximum danger and, 
therefore, in terms of a maximum buildup, but in terms of achieving a long- 
range defense posture. 

The proposed legislation provides for extension of the program until June 30, 
1958, or such date as the Congress may specify in a concurrent resolution. The 
proposed 4-year extension is considered a reasonable period to permit the con- 
tinued long-range planning which is essential if the long-range objectives of 
the program are to be achieved. 

(2) Current obligation of funds for long-lead-time items.—The second prob- 
lem arises from the fact that section 530 (a) presently provides for a maximum 
period of 12 months in which to wind up the program. Many defense items are 
long-lead-time items frequently requiring as much as 36 months for procure- 
ment. Although clear authority ordinarly exists under existing statutes for the 
obligation of funds for the procurement of such items, the enactment of section 
530 (a) created a doubt in some minds whether funds could be currently obligated 
for procurement of items where delivery may not have occurred by June 30, 
1955, the final date, under section 530 (a), on which items could be transferred 
to recipient countries. The reasoning behind this doubt was that if the transfer 
of items would not be authorized under existing law, the current obligation of 
funds to procure such items was ab initio invalid, even though such procure- 
ment could be justified on the basis that the program would probably be extended 
beyond June 30, 1955. 

The above problem was resolved in part by a legal opinion which concluded 
that, although the final date for the exercise of any authority conferred by the 
mutual security legislation is presently June 30, 1955, the current obligation of 
funds for items whose procurement time may extend beyond that date is au- 
thorized. This conclusion was cleared with the leaders of the House Foreign 
Affairs Committee and the Senate Foreign Relations Committee. However, 
this legal conclusion afforded only a partial solution to the problem involved. 
Since the possibility exists, under the present language of section 530 (a), that 
the program may be terminated at any time, or, in any event, will terminate 
on June 30, 1954 (plus 12 months), unless it is further extended by Congress, 
provision must be made in contracts to permit their termination prior to com- 
pletion and delivery of the end items. Contractors are usually reluctant to enter 
into a contract where there is a serious threat of termination, and, for that 
reason, the prices under such contract reflect the risk and are higher. 

The solution to this problem will be suggested after discussion of the third 
problem. 

(3) Transfer of long-lead-time items and payment of expenses incident to 
such transfer.—The third problem is collateral to the second and arises out of 
the fact that items contracted for prior to termination of the program may not 
be transferred to recipient countries, under the present language of section 
530 (a), more than 12 months after the date of termination of the program. 
If the United States is to accept delivery on long-lead-time items whose pro- 
duction time will extend more than 12 months beyond the termination date, 
substantive authority should be given for the transfer of such items to recipient 
countries. Such authority should include the authority to obligate and expend 
funds for the necessary expenses of transfer. The granting of such authority 
would not, of course, inhibit the power of Congress to prevent such transfers if 
it so desired. 

It should be emphasized that the second and third problems discussed above, 
although they are most acute under the present language of section 580 (a), 
would continue to exist even though the termination date is extended for an 
additional 4 years, as recommended, since (a) the program would still be sub- 
ject to termination by concurrent resolution of Congress, and (b) in the 2 years 
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preceding June 30, 1958, the problems would be the same as when the termination 
date specified is June 30, 1954. 

The proposed solution to problems (2) and (3) is to delete from section 530 
(a) the limit of 12 months for winding up the program and to provide (@) that 
items contracted for prior to the termination date may be transferred to re- 
cipient countries, and (b) that funds obligated before the termination date will 
remain available for expenditure for 3 years following such date and be avail- 
able for obligation during the same period for the necessary expenses incident 
to the transfer of such items. 

Chairman CureerrreLp. Will the witness proceed as swiftly as he 
can, and then, if you want to amplify it, you can do so later. We 
have indicated we want to finish the hearings today. If you will go 
over the remaining sections as simply as you can, any individual 
member that has something to ask can do so. You will be available 
from time to time to explain any section of the bill as we mark it up. 

Mr. Woop. May we, in that connection, put in testimony concern- 
ing the possibility of training in Indochina / 

Chairman Curperrtep. I think you should revise your record and 
get it up to date, and then we can start right in with all the evidence 
when we mark up the bill. Is that satisfactory to you ¢ 

Mr. Vorys. Yes. 

Chairman Currerrrevp. Mr. Adair? 

Mr. Apatr. Yes. 

Mr. Ercunoxz. Unfortunately, 1 or 2 of these remaining provi- 
sions are complicated, but most of them are not. 

Section 548, on page 16, deals with a problem presented by the 
reorganization plan and Executive order. It may well be that in 
order to make administrative sense out of the new foreign operation 
that. all technical assistance programs, whether presently administered 
by TCA or presently administered by MSA, would be combined into 
a single subdivision of the Foreign Operations Agency. 

In that event, it would make very little sense, and would make for 
considerable administrative duplication to run two separate proce- 
dural personnel and administrative systems. 

This provision is designed solely to get at that problem. To give 
you just one minor creme under the Act for International Develop- 
ment, we can pay consultants $75 a day, but the consultants are not 
exempted from the conflict-of-interest statutes. Under the Economic 
Cooperation Act, we can only pay consultants $50 a day, but they are 
exempt from certain provisions of the conflict-of-interest statutes. 
Presumably, the other $25 will go to pay a lawyer’s bill if they get 
in trouble. 

It would not make any sense to us to have to run two different sys- 
tems on consultants, depending on whether the precise source of funds 
in a particular area with respect to which this man was consulting was 
under the Act for International Depelopment, or under the remaining 
provisions of the Economic Cooperation Act. This is solely a prob- 
lem of that nature, and is not intended in any way to extend the 
authority to give assistance. 

Another kind of thing is that MSA mission chiefs have a much 
higher rate of compensation and status than TCA mission chiefs, 
although in TCA countries such as India and Pakistan, the program 
is actually much larger than in many presently MSA countries. 

The significance of the last few lines is that if we would wish to have 
a mission chief in a presently TCA country, with the rate of compen- 
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sation and status of an MSA mission chief, we would first have to 
secure the approval of the Secretary of State. 

Page 16, Fine 25, section 549, Use of Foreign Currency or Credits. 
This, unfortunately, is a somewhat complicated matter. Under 
the present law, we have the authority to use local currencies, of which 
one example is the 10-percent counterpart fund for the purposes of the 
program, for the purposes of administrative expenses, for the purposes 
of basic materials development and purchase, for the purposes of 
expenses of congressional committees on official business, without pur- 
chasing that local currency from the Treasury out of dollar appropria- 
tions. 

Last year, in section 1415 of the Supplemental Appropriation Act, 
Congress provided that after June 30, 1953, no local currencies owned 
by or owed to the United States could be used unless appropriated. 

This has been interpreted by the executive branch to require not only 
that local currencies must be appropriated, but that they must be 
bought from the Treasury with dollars in the case of local currencies 
which are owned or owed to the United States. So that this system 
means that while technically our authorization request is increased by 
the $98,396,000 specified in line 4 of page 17, those $98 million are not 
an increase in the cost to the United States of this program, or an 
increase in the cost to the taxpayer of this program, because all that 
happens in the normal case is that where we have a 10-percent counter- 
part fund, we would use our appropriated dollars to buy from the 
Treasury those local currencies. 

Mr. Woop, Which have accrued to the Treasury without their pay- 
ment of any money to the foreign government for those currencies. 

Chairman Cutrerrrecp. I heard what you said, 

Mr. Woop. It is a bookkeeping matter. 

Mr. Vorys. The simplest way would be to eliminate the statutory 
legislation on the appropriation bill, would it not? 

‘Mr. Ercunorz. Strictly as a legal matter, this can be dealt with in 
several ways. This isthe way we are recommending. 

Mr. Vorys. I did not get your answer to my question. Could not 
this complication be eliminated by repealing the law that requires 
appropriation of local currencies? 

Mr. E1cunorz. As a legal matter, Mr. Vorys, this problem can be 
dealt with several ways other than the one we are recommending. It 

‘an be dealt with by exempting us from the provisions of section 1415, 
or, it can also be dealt with as a legal matter by instead of authorizing 
the appropriation of dollars to be used for the purchase of local cur- 
rencies you can authorize the appropriation of local currencies up to 
the equivalent of a certain amount. 

Page 17, line 16, this deals with a problem of our allies, chiefly the 
British, who have global responsibilities. The Mutual Defense Assist- 
ance Act in section 101, I believe provides as follows: 

That after the agreement by the Government of the United States, with defense 
plans as recommended by the Council and the Defense Committee, military assist- 
ance hereunder shall be furnished only in accordance therewith. 

Let us take the British as an example. That means in the case of 
the British, any military assistance to the British must be for the 
purposes of North Atlantic area defense. This really plays hob with 
the British logistics system. It is as if we had a requirement in the 
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United States that any equipment which is used for the prosecution 
of the Korean war, could only be used for the prosecution of the 
Korean war, so you would have to run two separate logistics systems. 

And in the case of a division which carries its equipment with it, 
if it is at present stationed in Germany, committed to NATO by the 
British, and in the normal process of rotation is sent out to Malaya, let 
us say, strictly interpreted the requirements of section 101 might be 
construed to require that it has to sort out its British supplied equip- 
ment from its MDAP supplied equipment, and would have to leave 
the MDAP supplied equipment in Germany, could not take it with it. 

It really messes up the British logistics system, particularly since 
I believe it is true that their military units travel with more of their 
equipment than ours do. 

(The following was submitted for the record.) 


8. MILITARY ASSISTANCE TO UNITS NOT DEFINITELY AVAILABLE TO NATO 
(UNCLASSIFIED) 

a. Problem 

Section 101 of the Mutual Defense Assistance Act of 1949, as amended, specifies 
that all assistance furnished under that act to NATO countries will be used to 
promote an integrated defense of the North Atlantic area and to facilitate the 
development of defense plans by the Council and Defense Committee under 
article 9 of the North Atlantic Treaty, and that after agreement on such plans, all 
military assistance under title I of this act shall be furnished in accordance with 
those plans. This has been interpreted as meaning that assistance should only be 
furnished to units which are available for the defense of the NATO area. 

While there is no desire to furnish assistance as a regular practice to units 
not definitely available for NATO planning purposes, a certain amount of flexi- 
bility is required so that, should an emergency situation arise, or should the 
furnishing of such assistance otherwise be in the interest of the United States 
Government, there will be clear-cut legislative authority to deviate from the usual 
requirement. 


b. Discussion 


Some NATO countries, for instance, like the United States, have global defense 
responsibilities which make it difficult for them to earmark all their forces as 
being available for use in specific predetermined geographical areas. Some units 
must, as a practical matter, be considered as reserves which may well be called 
on ultimately for combat duty in the NATO area, but which may, depending on 
circumstances, be more urgently required elsewhere, as in the Middle East. 
Although the defense of such other areas will be important to the security of the 
North Atlantic area, NATO cannot rely in advance on the availability of such 
forces for its own planning. Yet it could frequently be in the interest of this 
Government and of NATO to insure that such forces are adequately equipped 
with arms which are standardized with American-type weapons so that, in the 
event they are eventually committed to warfare in the NATO area or in other 
areas alongside forces which have been equipped by the United States, there 
will not be logistic difficulties in carrying out integrated defense operations. 

Since the United States does not now furnish assistance for forces not definitely 
available for NATO defense, the other NATO countries must divert some of their 
productive capacity, which might have been devoted to equipping NATO available 
units, in order to provide for a greater proportion of the needs of the non-NATO 
units. This division in source of materiel merely results in inefficiency, since it 
requires the NATO countries to undertake the domestic production of certain 
specialized items which might more economically be produced in the United 
States, and thereby wastes capacity which could have been concentrated on the 
increased production of other items which the recipient country is in a better 
position to supply itself. 

The executive branch, therefore, decided that clearcut legislative authority 
should be sought for the furnishing of military assistance to units belonging to 
NATO countries but not definitely available for the defense of the NATO area. 
Accordingly, section 7 (a) of the draft mutual security bill adds a new proviso 
at the end of section 101 of the Mutual Defense Assistance Act of 1949, as 
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amended. The proviso reads: “Provided, That military assistance may be fur- 
nished for purposes not included in such defense plans upon a determination by 
the President that it will further the purposes and policies of this act.” 

It will be noted that this language permits the President to furnish equipment 
to non-NATO units, but it does require a positive determination and clearly indi- 
cates that the practice is not to be general. Furthermore, it is contemplated that 
the President must make such a determination in each transaction where such a 
transfer is made. 

Mr. Apatr. If the equipment was sent to the Suez, the same thing 
would be true ¢ 

Mr. Ercunorz. Yes. 

Mr. Aparr. And we might find some American equipment over 
there to be used against the] Egyptians? 

Mr. Ercunorz. Yes. One further point on this, Mr. Vorys. We are 
proposing a requirement of a Presidential determination that it will 
further the purposes and policies of this act. If there were involved 
some kind of local dispute between the British and some other nation 
in which the security interest of the United States was not involved, 
the President would have no ground for making such a determination. 

As you are well aware, there are plenty of British military responsi- 
bilities outside the North Atlantic area which do very vitally involve 
the security interest of the United States. 

Page 17, line 23, merely authorizes an additional $200 million in 

value of military equipment excess to the needs of the United States 
to be used for the purposes of this program. 

There has been a monetar addition to this authority each year, 
cumulative authority, which eae rise from $1.2 billion to $1.4 billion 
over the life of the Mutual Defense Assistance Act. 

Chairman Currerrrecp. That increases the amount of the bill to 
that extent? 

Mr. Ercunorz. No, sir. It is not an authorization for additional 
money. It is merely an authorization to use excess equipment for the 
program without charge to appropriations except any charge for the 
cost of rehabilitating and transporting such equipment. 

On page 18, line 3, this would make the reimbursable assistance 
provision of the Mutual Defense Assistance Act, under which we sell 
equipment to foreign nations, permanent legislation inasmuch as 
after the end 6f the program there will still be requirements for spares 
and replacements in respect of the equipment already delivered which 
we would like to be sure we would have authority to supply for com- 
plete cash payment. 

Page 18, line 8, the only significance of this appears in lines 12 and 
13, which includes, “international military organization or head- 
quarters” with countries to be eligible, when they are ordering equip- 
ment. for which they will pay, instead of putting cash on the barrel- 
head at the moment, that the order is placed for the equipment, to 
give us what is known as a dependable undertaking. 

In other words, it would be an irrevocable letter of credit or some- 
thing analogous, under which they are firmly obligated to pay on 
delivery. 

Mr. Vorys. The amount is not changed. It is $700 million? 

Mr. Ercunouz. That is right. Page 19, line 3, there is some ques- 
tion on the present law whether there is authority to loan military 
equipment to a foreign nation for test or study purposes so they can 
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determine whether it would in fact fulfill their requirements if they 
should place orders in this country to purchase it. 

This merely clarifies that authority. 

Page 19, line 12, is a further change in the guaranty authority. 
Under the present law the life of guaranties is ‘limited to 14 years 
from date of enactment of the Economic Cooperation Act, in other 
words, 1962, so that a guaranty made today would only have a 9-year 
life. 

In the case of long-term basic development projects, or mining proj- 
ects, or things of that nature, 9 years is really not sufficient. We are 
asking for authority to make 20-year guaranties, 

Page 19, line 20, expands the kind of risk against which we can issue 
a guaranty. The change appears on page 20, line 1. Under the pres- 
ent law we can only guarantee against inability t to convert or against 
expropriation or confiscation by action of a foreign gov ernment. 

It has been brought to our attention that one of the deterrents to 
further American private investment abroad is the risk of war or 
revolution. We are proposing that the guaranty authority be ex- 
tended to cover those risks. 

Page 20, line 6. You will recall the Zablocki amendment requires 
that wherever counterpart—we are talking of 90 percent counter- 
part now—is used to make loans, when the loan is repaid, that counter- 
part must go back to the central counterpart account. 

In many cases we have agreed with countries to set up revolving 
funds for loans to businesses in these countries. We should like te 
make it clear that repayments of those loans can go back to those 
revolving funds and be used again for the same purpose rather than 
have to go back to the master ¢ ounter part account. 

Also, some question has been raised because under the present law 
any balance, any counterpart balance, remaining at the termination 
of the program 1s to be disposed of as we and the other country agree, 
subject to a joint resolution by the Congress. 

We should like to make it clear if these loans are repaid after the 
termination of the program and after congressional action there does 
not have to be further congressional action pursuant to each subse- 
quent repayment. That completes the bill. 

Chairman Currrerrrecp. You are looking to repeal the Benton- 
Moody amendment? 

Mr. Woop. The statement on this amendment will be contained in 
the report we are putting in the record on the recommendations of the 
valuation teams. 

I may say here that after considerable discussion on that subject, it 
was felt the evaluation teams quite properly pointed out certain things 
that were bad about this situation. As you study their comments, you 
find they relate to matters of administration rather than matters of 
law, and that they can be corrected by changing the administrative 
practices, which we are now in the process of doing. Corrective ac- 
tion does not require any specific action by Congress. 

The advantage of handling the problem in this way, Mr. Chiper- 
field, is that you do retain a statement of objectives of American policy 
which the evaluation teams themselves endorse. If that statement were 
repealed it would give an impression in the world that we do not be- 
lieve in these objectives. 
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Chairman Cutrrrrtetp. You make a statement on that subject and 
we will consider it. The committee is adjourned. The hearings are 
closed. We want to thank you all for your help. 

Mr. Woop. May I thank the committee also. 

(Whereupon, at 1:45 p. m., the committee adjourned.) 





APPENDIX 


STATEMENT OF Hon. C. Tyter Woop, Deputry To THE DrREcTOR FOR MUTUAL SECU- 
RITY, RE: COMMUNICATION TO COUNTRIES OF Executive BRANCH INTENTIONS To 
Ask AUTHORITY FROM THE CONGRESS To FURNISH ASSISTANCE OR CARRY OUT 
INTERNATIONAL ARRANGEMENTS REQUIRING THE EXPENDITURE OF FUNDS IN 
ANBWER TO INQUIRY ON PAGE 514 


While the executive branch, in its foreign aid negotiations, does not—obviously 
cannot—commit the United States Government regarding any use of funds 
that has not yet been authorized by the Congress, there are instances in which 
the effectiveness of our negotiations with countries can be increased by com- 
municating to them certain recommendations for assistance that the executive 
branch proposes to make to the United States Congress. 

In some instances it is apparent that executive branch intentions must become 
known—as in the case where a specific country aid figure will appear in the draft 
legislation itself—and prior discussion is necessary to assure that no misunder- 
standing is developed. In other cases the United States executive branch may 
wish to condition its request on certain commitments to future action or on 
certain prior actions by the country concerned, and such prior conditions could 
of course only be negotiated if the executive branch proposal could be brought 
into the discussion. Finally, many actions by countries require planning assump- 
tions that the countries can use regarding the future availability of assistance. 
No definite assurance, of course, can be given a country in such circumstances— 
except when the executive branch proposes to provide no further aid—but in 
some instances it may be of real advantage to permit the country some basis 
for its expectations. This is particularly true when it is apparent that a country’s 
expectations are so excessively optimistic as to cause serious embarrassment if 
not moderated by some advice from the United States executive branch as to the 
limits of its intentions regarding aid. 

Not only are any such statements of intention qualified with respect to the 
ultimate decision of the Congress to authorize programs and provide funds, but 
other conditions or qualifications would almost always be attached; these may 
be conditions to be met by the country itself, or qualifications as to subsequent 
review by the United States of the need for assistance. Since the country officials 
engaged in such discussions with the United States are themselves commonly 
subject to parliamentary approval or authority for use of funds, the requirement 
for United States congressional action is quite well understood abroad. 

The following parts of the Mutual Security Program for fiscal year 1954 reflect, 
to the extent indicated, advance discussion with the countries concerned: 


1. Infrastructure.—The nature of the planning arrangements on infra- 
structure were discussed at length at the time the committee requested this 
report. To summarize, the executive branch agreed at the North Atlantic 
Council meeting to request the amount before the Congress ($180 million), 
subject to the understanding that the corresponding shares of the other 
European countries would be requested of the respective parliaments and 
that the funds, to the extent authorized by Congress, were conditional on 
the availability of the other countries’ shares. Furthermore, there was 
agreement on the percentage shares in the cost of further infrastructure 
programs that the executive branch representatives felt justified in recom- 
mending, at the appropriate time, to their respective legislative bodies 
(42.86 percent for the United States) and an understanding reached that 
such subsequent programs might reach a total of up to $700 million by 1956 
(the further United States share of this total being $300,020,000). 

2. Defense financing for France.—The special situation of France, par- 
ticularly with respect to the conduct of the Indochina campaign, but also 
the fact that defense financing for France is such a large part of the total 
program, made discussion with the French Government advisable in order 
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to provide a basis for a legislative request. The executive branch recom- 
mendation regarding defense financing for the French efforts in NATO and 
Indochina is based on important*wnderstandings about the size of the French 
effort required. The ability of the French Government to continue or ac- 
celerate those programs is directly dependent upon assistance from the 
United States. In order to permit the discussions which were held with 
the French Government at the time of the NATO Council meeting to be 
reasonably concrete on the objectives of United States assistance and the 
understandings on which such assistance would be based, it was necessary 
to be reasonably concrete about the amount of assistance the executive branch 
considered that it would be justified in recommending to the Congress. Dur- 
ing these discussions the French Government was given assurance as to 
certain specific amounts of defense financing for France that the executive 
branch would propose to the Congress ($400 million of defense financing for 
the Indochinese campaign, and $100 million for certain weapons for French 
NATO ground forces). The final authority of the Congress to make the 
funds available is especially evident in this case because the two items of 
assistance involved have been singled out for separate treatment in the 
legislation. 

3. Defense financing for the United Kingdom.—The proposed assistance 
for the U. K. was discussed with U. K. Government representatives shortly 
before the President made his request to the Congress for the coming year’s 
Mutual Security Program. The purpose of the discussion with the U. K. rep- 
resentatives was to review with them the latest factors affecting their re- 
quirements, to make clear to them the considerations on which our program 
recommendations were based, and to forestall any seriously unrealistic ex- 
pectations. In order that the U. K. might be in a better position to take cer- 
tain decisions at the North Atlantic Council meeting regarding the British 
contribution to NATO defense plans, the Executive branch gave definite as- 
surances to the U. K. representatives on the amount of defense financing for 
the United Kingdom that the Executive Branch would propose to the Con- 
gress in its fiscal year 1954 Mutual Security Program ($100 million of com- 
modity assistance and $100 million of aircraft financing.) The U. K. repre- 
sentatives were reminded that the actual availability of the assistance was 
dependent on favorable congressional action. 

4. YVugoslavia.—France, the U. K., and the U. 8S. have been providing com- 
modity assistance to Yugoslavia since 1951 to support the Yugoslav 
defense effort; and there has been this year, as in previous years, 
some discussion among representatives of the three countries as to the size 
and urgency of the Yugoslav requirements. A definite understanding exists 
that some assistance for Yugoslavia in fiscal year 1954 would be recom- 
mended to the Congress, although the amount of aid to be recommended was 
not made known to the French and British Governments, nor, of course, 
to the Government of Yugoslavia. Under the present arrangements the 
French and British Governments will be advised before the final program 
figure is discussed with the Yugoslav Government. 

5. NATO administrative and operating expenses.—The United States con- 
tribution to the administrative and operating expenses of NATO civilian 
agencies and military headquarters is based on a percentage contribution 
scale agreed in the North Atlantic Council in 1952. The United States con- 
tributes 22.5 percent of the operating budget and 45 percent of the capital 
expenses of these bodies, plus certain housekeeping expenditures provided 
by the United States as host government to the NATO military standing 
group. The estimated total amount that would be contributed by the United 
States under this formula during fiscal year 1954 is approximately $10 
million, of which slightly over one-quarter would be local currencies. Speci- 
fically, the contributions in dollars would be $6.5 million contribution to 
SHAPE expenses, $421,000 for the United States share of NATO military 
standing group expenses, and $350,000 for contribution to NATO civilian 
headquarters expenses; the local currency requirements would be $2 million 
for SHAPE expenses and $819,000 for NATO civilian headquarters expenses. 
These NATO operating budgets are initially prepared by the international 
staffs of the headquarters, are then screened through budget committees 
composed of representatives of the NATO nations, and finally submitted to 
the North Atlantic Council. 
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6. Spain—Although negotiations with the Spanish Government regard- 
ing the basis for an aid program have not been completed, the United States 
executive branch has made known to the Spanish Government its intention 
to recommend that the amounts earmarked for military, economic, and 
technical assistance to Spain in earlier appropriations be kept available 
($100 million from the fiscal year 1952 appropriation and $25 million of the 
fiscal year 1953 appropriation), and that subsequent amounts of such aid 
as appropriate be made available, after satisfactory agreement has been 
reached on the matters now under discussion between the two governments. 
No specific amounts of such additional aid have been indicated. 

7. United States contributions to multilateral programs.—Through the 
mutual security program, the United States helps to support a number of 
international programs, to which contributions are made on a voluntary 
basis. United States participation in these programs does not involve an 
obligation to provide financial support on the basis of assessments determined 
by international agencies. In the absence of specific congressional appro- 
priations, United States representatives never make unconditional pledges 
to the voluntarily supported programs. However, United States representa- 
tives have, on occasion, indicated that under certain conditions their Govern- 
ment would be prepared to support various activities. 

For example, the United States voted in the United Nations General 
Assembly, on January 26,.1952, in favor of a 3 year $250 million reintegra- 
tion and relief program for Arab refugees, to be carried out through the 
United Nations Relief and Works Agency for Palestine Refugees, and to be 
financed by voluntary contributions. Since that time, the executive branch 
has sought funds in order to make possible the contribution of up to 70 
percent of the funds needed to carry out this program, on an annual basis. 
No financial commitment, however, has at any time been made in absence 
of an authorization and an appropriation from the Congress. 

In 1950, the United States took a leading role in the establishment of the 
United Nations Korean Reconstruction Agency by the United Nations 
General Assembly, and in the process voted in favor of a program target 
calling for a budget of $250 million in contributions to carry out the work 
of the Agency during its first full year of operation. The United States 
further indicated that it was prepared to pledge $162.5 million toward this 
initial program, subject to favorable action by the Congress. Congressional 
action since that time has permitted contributions by this Government in 
the amount of $50 million toward meeting the actual needs of the Agency. 

Last November a United States representative to the United Nations, 
Senator Wiley, was authorized to state that funds would be requested from 
Congress for the purpose of contributing the difference between funds 
authorized ($14,708,750) and appropriated ($8,171,333) by the Congress for 
United Nations Technical Assistance (UNTA) during fiscal year 1953, and 
the difference between funds authorized ($16,481,000) and appropriated 
($6,666,667) for the United Nations International Children’s Emergency 
Fund (UNICEF) during current year 1953. This statement, however, was 
specifically conditioned on adequate pledges and contributions from other 
member nations, on the approval of the new administration which had not 
as yet taken office, and on favorable action by the Congress in making 
available the necessary appropriations. In February 1953, Ambassador 
Lodge confirmed the intention of the new administration to support these 
activities, and made a pledge, subject to the remaining conditions pre- 
viously expressed by Senator Wiley. On the basis of formal pledges received 
to date this administration is requesting Congress for supplemental appro- 
priations for the full difference ($9,814,333) between authorization and 
appropriation for UNICEF, and an amount of $4,595,812 for UNTA. 

It should be added that the cases referred to above are not the only cases 
in which countries may have developed expectations about United States execu- 
tive branch plans. Since most of our programs are based on fairly intensive 
examination and discussion with the countries concerned of their plans, require- 
ments, and deficiencies, and since our general program objectives and program- 
ing criteria have been carefully made known to them, country governments 
naturally have some basis for predicting United States action. These expecta- 
tions may be right or wrong, but in neither case, of course, constitute any sort 
of specific commitment either by the United States Government to provide a 
particular amount of assistance or by the executive branch to recommend it. 
In particular instances, as mentioned above, the executive branch may find it 
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advisable to advise a country that its expectations are quite wrong, if extreme 
public disappointment needs to be averted, or if there is any danger that failure 
to challenge a stated planning assumption might be genuinely misinterpreted 
as acquiescence. 

It should be recognized that the United States does have a general commit- 
ment to its partners in the free world. This is not a quantitative commitment 
expressed in specific magnitudes or kinds of aid; nor is it the kind of commit- 
ment that the executive branch ever could undertake independently of the 
United States Congress and the American people. It is a commitment to con- 
tinue our leadership and to continue to make a contribution—in all the various 
forms that such a contribution may take—to free world security consistent with 
the material and spiritual resources on which our leadership is based. This 
commitment is not expressed in any single undertaking, but is rather to be 
found in our record over the last decade. It is expressed in ratification of the 
North Atlantic Treaty and the United Nations Charter, in the legislation of our 
assistance programs and the record of the funds we have contributed. It is a 
bipartisan record, going back to well before the Marshall plan, which does 
more to persuade our partners of our continuing intentions than any promise 
the executive branch might attempt to give. It is based on repeated confirma- 
tion by the Congress that the United States will meet the threats of aggression, 
instability, and poverty, with constructive measures. It is equally based on 
continuing insistence that recipients of our help do their share. 

This record leads our partners to have expectations—some reasonable, some 
perhaps unreasonable—as to our future course of action. It has led many of 
them to assume substantial risks and obligations in a joint enterprise with us. 
This is what commits us—within the limits of our conscience, our resources, and 
our judgment of the requirements of our security—to the kind of program that 
the Congress is now considering. 

(An addendum to the foregoing statement has been deleted because of security 
classification. ) 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., June 10 1958. 
Hon. Rogext B. CHIPeRFIELD, 
Chairman, Foreign Affairs Committee, 
House of Representatives, Washington 25, D. C. 

Dear Mr. CHAIRMAN: While presiding over the House Foreign Affairs Com- 
mittee, Friday evening, June 5, Representative Vorys requested me to provide you 
with certain supplementary information bearing on the need for additional 
MDAP appropriations in fiscal year 1954. 

In undertaking to provide this information I stated that we would be working 
on the subject of lead time financing for the Appropriations Committees and 
would try to provide as soon as possible the data desired. 

The task of developing a precise and complete analysis of this problem is com- 
plicated and could not be completed short of a few weeks. However, we have 
developed the attached statements and materials, which we expect to develop 
more completely for the appropriation phase of the congressional hearings. 

In using the enclosures the committee is respectfully urged to consider the 
nature of the MDAP requirements. In general they are for long lead, heavy 
“hardware” items. It takes from 3 to 9 months to put the funds to work pro- 
ducing these items. Then it takes anywhere from 3 months to 3 years to manu- 
facture them. If they are not then diverted from the MDA program to some 
higher priority purpose, they result in an expenditure chargeable to MDAP 
funds. 

The requirements continue, the military deficiencies in meeting the Soviet 
threat remain, regardless of how long it takes us to place contracts and to deliver 
equipment. 

As General Stewart has demonstrated, previously approved programs do not 
provide for the new and additional requirements of fiscal year 1954. These 
equipment requirements, to be met in time, must be put into the process of pro- 
duction and distribution unless deliveries are to be delayed with proportionate 
increase in risks to our American security interests. 

In short, our allies need more equipment than Congress has provided for 
mutual defense. The money already voted has been committed. New money is 
required so that the equipment can be delivered in the coming months. The fact 
that much remains to be delivered is an unfortunate fact, but it does not reduce 
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the risk of failing to get the added items into production as soon as practicable. 
The responsibility for this delay is one that we have not been willing to assume. 
Sincerely yours, 
N. E. Hatasy, 
Deputy Assistant Secretary of Defense (ISA). 


ANALYSIS OF MDAP WorKING CAPITAL 


RELATION OF FISCAL YEAR 1954 PROGRAM AND FISCAL YEAR 1950—53 OBLIG’' TIONS AND 
EXPENDITURES 


There have been earmarked for the Department of Defense out of funds 
authorized and appropriated by the Congress in the last 4 fiscal years $15.5 
billion. All but about $600 million of these funds will have been put to work 
by June 30, 1953, and obligated in accordance with the new bookkeeping rules 
by December 31, 1953. By the end of this month between $6.8 and $7.1 billion 
will have been spent. MDAP savings of approximately $400 million have been 
made. 

The requirements of the Korean war which caused diversion of equipment 
intended for the MDA program, and other diversions and delays have prevented 
until recently large scale deliveries and expenditures that have been planned. A 
sharp increase in expenditures during the last quarter has occurred. For ex- 
ample, expenditures during March 1953, were the highest reported for any month 
since the inception of the MDAP, $498 million. There is reason to believe that 
the average rate in fiscal year 1954 will exceed $400 million per month. Thus 
the large working capital made available by the Congress in the last 4 fiscal 
years can now “pay off” and the policy of building national security through 
strengthening our allies can be more rapidly carried out. 

The question arises: Assuming the Congress approves the President's request 
that all unobligated and unexpended MDAP funds be carried over and made 
available in fiscal year 1954, why do additional apropriations need to be au- 
thorized? To answer this question requires an analysis of current working 
capital and the effect of adding the new funds requested. 

If, as now estimated, there remain unexpended from fiscal year 1950-53 funds 
approximately $8 billion on June 30, 1953, and it is assumed that about $5 
billion in MDAP goods and services can and should be delivered in fiscal year 
1954 and fiscal year 1955, then the Department of Defense now has available in 
the aggregate about 20 months working capital. However, when you subtract 
unpaid bills of about $300 million for training, accessorial and administrative 
costs, infrastructure, etc., and the $2 billion recently initiated program for 
procurement of long lead time equipment offshore, there is, according to current 
estimates, about 18 months average lead time financing available for procure- 
ment of hardware in the United States. 

If the President’s request for obligational authority in fiscal year 1954 (approx- 
imately $4 billion new obligational authority plus carryover of unobligated 
funds) is approved there would be added about $3 billion for materiel procure- 
ment and there would then be about $11 billion available in unexpended procure- 
ment working capital. In the aggregate, therefore, and assuming a $5 billion 
annual rate of expenditure, the fiscal year 1954 request would add about 8 months 
average lead time or working capital for United States procurement; the period 
for offshore procurement would be somewhat longer. These estimates will vary 
by end item and source of procurement, and, of course, final delivery of some 
highly expensive, long lead items such as naval vessels and fighting aircraft 
which constitute a considerable proportion of the end-item program will extend 
beyond this period. 

As demonstrated to the committee, since offshore procurement is not only 
designed to procure end items, but to build an overseas defense mobilization 
base and provide incidental economic benefits, it must be treated separately for 
this purpose. In view of the fact that the program has only been in progress 
for a relatively short time and taking into account the large number of obstacles 
to high-speed production in Europe (similar in some respects to difficulties in 
the United States immediately after Korea), certain European-built items such 
as aircraft and naval vessels will not be completed until 1956 under present con- 
tracts and even later under new contracts to be let in fiscal year 1954. 

The problem of administrative lead time also must be recognized because in 
the process of authorization-appropriation-allocation-service procurement there 
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exist necessary, time-consuming operations which must be performed if procure- 
ment is to be accomplished in an efficient, orderly manner. For example, it may 
require 6 to 9 months from the final action of this committee until a contract 
(e.g. an inshore minesweeper (AMI)) is let and production is initiated in the 
United States. This period has been longer overseas for some items. 

Finally, it should be noted that the carryover of unexpended MDAP funds, 
including fiscal year 1954 appropriations, will be reduced $1 billion during the 
next 12 months; the unexpended balance for United States procurement will be 
worked down from $5.8 billion to $3.9 billion—a reduction of almost $2 billion 
in the carryover. 

The NATO portion of the program averages about 70 to 80 percent. 


DEPARTMENT OF THE ARMY, MDA PROGRAMS FOR MATERIEL, FIscaAL YEARS 1950-53 


Relation of programs and eapenditures (lead time analysis) 


{In millions of dollars] 


Total mate- United States Offshore 
riel procurement | procurement 


Unexpended balance, June 30, 1953 $4, 249. ! $3, 045. $1, 204.0 
Less nonmateriel and savings 248 248. § os 

Net unexpended, June 30, 1953 4, 000 2, 796. 7 1, 204.0 
Total expenditures, fiscal year 1954 2, 414. ¢ 2, 062. ¢ 352.0 


Unexpended balance, June 30, 1954 1, 586 734 852.0 
Total expenditures, fiscal year 1955___. 1 1, 392. £ 690 702. 0 


Unexpended balance, June 30, 1955_....- amas 193. § 43 150.0 


1 From p. 11 of submission, less net savings and nonmateriel. 


DEPARTMENT OF THE ARMY, MDA PROGRAMS FOR MATERIEL 


Relation of programs and ewpenditures (lead time analysis) 


{In millions of dollars] 


Total United States Offshore 
materiel procurement | procurement 


Unexpended balance, June 30, 1953 } .| , 249. ! 3, 045. 
Less nonmateriel and savings 3 ; | 248. 248. 


Net unexpended, June 30, 1953 , 000.7 | 2, 796. 7 1, 204.0 
Add fiscal year 1954 program ; , 679. 4 | 963. 1 716.3 
Total available, July 1, 1953 Acid wteten 5, 680, 3, 759. 1, 920.3 
Total expenditures, fiscal year 1954__- ; aii , 481.8 2, 051. 429.6 
Unexpended balance, June 30, 1954 athe 3, 198. 6 1, 707. 1, 490.7 
Total expenditures, fiscal year 1955... al a 2, 430. 6 1, 414. 1,016.0 


Unexpended balance, June 30, 1955_........... J 768. 0 293.3 474.7 


1 These figures do not take into consideration the fiscal year 1955 program. The values will be increased 
by the amount of the approved fiscal year 1955 programs. 
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DEPARTMENT OF THE Arr Force, MDA PROGRAMS FOR MATERIEL 


Relation of programs and expenditures (lead time analysis) 


{In millions of dollars) 


| Total mate- United States) Offshore pro- 
riel procurement curement 


Unexpended balance, June 30, 1953 | 80° 2, 289. 5 
Less nonmateriel] and savings, fiscal year 1950-53 - - . : 52.3 152.3 


Net unexpended balance, June 30, 1953 2, 650.7 2, 137. : 
Add fiscal year 1954 program. .-. od s 802. ‘ 


Total available July 1, 1953._._. : 7 2, 939 
Total expenditures, fisesl year 1954 } 1, { , 171.4 


Unexpended balance, June 30, 1954 2, , 767.5 
Fiscal year 1955 expenditures, 1950-54 programs._. - , 2 , 055 


Unexpended balance, June 30, 1955 | 712. 5 
Fiscal year 1956 expenditures, 1950-54 programs 574. § 


Unexpended balance, June 30, 1956__. te 138.3 


DEPARTMENT OF THE Arr FORCE 
MDAP, Fiscat Years 1950-54 


LEAD TIME FOR MDAP PROCUREMENT 


The following tabulation is extracted from information relating to current 
contracts for delivery of items from United States production both to MDAP 
and United States military services. They are items which are included in 1950— 
53 MDA programs and proposed in the fiscal year 1954 program. 
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The fiscal year 1954 Air Force program provides for financing lead time on 
United States procurement of aircraft for approximately an average of 24 months. 
For United States production of electronics, financing lead time is provided for 
approximately an average of 22 months. For all United States procurement, Air 
Force MDAP through fiscal year 1954 provides average financing lead time of 17 
months. For offshore aircraft procurement, financing lead time is provided for 
an average of 36 months. Overall, the offshore procurement financing lead time 
is approximately 25 months for Air Force MDA programs through fiscal year 
1954. Approximately two-thirds of materiel value in Air Force MDA programs 
is for aircraft and related equipment. 












DEPARTMENT OF THE Navy, MDA PROGRAMS FOR MATERIEL 






Relation of programs and expenditures (lead time analysis) 






{In millions of dollars] 















Offshore pro- 
curement 


Total ma- 


re 
teriel | Ps ocurement 
















Unexpended balance, June 30, 1953._.._. $1, 022.2 
Less nonmateriel and s: avings "fiscal ye ar 1950-53 programs 5. 







Net unexpended balance, June 30, 1953 
Add fiscal year 1954 program. : 







Total available, July 1, 1953........- 
Total expenditures, fiscal year 1954_....- 










Unexpended balance, June 30, 1954__. | 714. 5 | 402. 4 312 
Fiscal year 1955 expenditures, 1950-54 programs 











Unexpended balance, June 30, 1955 
Fiscal year 1956 expenditures, 1950-54 programs 


Unexpended balance, June 30, 1956____- 












MDAP ADMINISTRATIVE LEAD TIME 





The process of developing and implementing the MDA program an average year 
contains 3 to 9 months of time required for careful administration. 

Congress appropriates funds to the President, who has delegated authority to 
the Secretary of State or the Director for Mutual Security. He in turn allocates 
funds to the Secretary of Defense, who suballocates to the Departments of Army, 
Navy, and Air Foree, which issue procurement directives to field agencies. Con- 
tracting officers whose duties and responsibilities are prescribed by law then 
earefully go about negotiating and letting the contracts, 

After contracts are placed manufacturers frequently require time to get tooled 
up, and finally production begins, and 2 to 30 months later deliveries come off the 
line or are completed, 

Thus, over the past 4 years many months have been consumed necessarily by 
administrative lead time. 

Some illustrative examples of this time-consuming but administratively neces- 
sary process are attached. 

The average time required for program approval and issuance of procurement 
directives, conducting negotiations, and writing and executing contracts for Navy 
MDAP aircraft in the United States is 7 months, This is somewhat shorter than 
for ships because of established pobnéers and models, thus obviating the neces- 
sity for developing contractors and issuing invitations to bid. The average time 
from signed contract to settlement after delivery (lead time) is approximately 
26 months. 

The request for fiscal year 1954 is based on a somewhat shorter lead time, 
assuming an improvement in the future over the current performance. Attached 
is a typica] example of a Navy MDAP aircraft contract. 






















Representative Navy MDAP Aircraft Contract 
1951. 














Date of initial procurement directive: January 19, 
Date of contract: May 11, 1951. 


Bureau of Aeronautics contract number 0: NoAs 51-863 
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Amount of contract : $17,003,030. 

Type and number of planes: 94 F4U. 

Estimated completion date: December 1952. 
Actual completion date: March 1953. 


Progress payments: 


MUTUAL 


$3, 610, 
595, 


772, 


570 
841 
300 
996, 649 

59, 672 
967, 998 


Prior to June 30, 1952 _- 

1st quarter fiscal year 1953 

2d quarter fiscal year 1953- 

3d quarter fiscal year 1953 

April 1953 a < 
Balance subject to expenditure 


The average time required for program approval and issuance of procurement 
directives, developing data on prospective contractors, issuing invitations to 
bid, conducting negotiations, and writing and executing contracts on vessels in 
the United States is 9 months. The average time from signed contract to set- 
tlement after delivery (lead time) is 26.7 months on hull contracts for mine- 
sweeper contracts issued by Navy to United States shipyards. Contracts for 
machinery to go into these hulls have a lead time of approximately 24 months. 

The request for fiscal year 1954 is based upon a lead time average of 24 
months for such vessels, assuming an improvement in the future over the actual 
current programs. The following are typical examples of contracts for the 
MDA minesweeper programs which are well under way. 


Representative MDAP minesweeper construction contracts 


Example No. 1| Example No, 2; Example No. 3| Example No. 4 


Jan, 29, 1951___| 
July 23, 1951 
Nobs 2823 

| $2,616,041 
3AMS 


May 8, 1950. 

| Jan. 15, 1951. 

| Nobs 2747. 

$59 020,374. 

Engines and 
generators, 


Jan. 29, 1951 
July 23, 1951 
Nobs 2847 
$1,665,197 
2AMS 


Sept. 12, 1951 
Dec. 18, 1951. 
Nobs 2938 
$3,684,836 
4AMS8S 


Date of initial procurement directive 
Date of contract 

Bureau of Ships contract No 
Amount of contract 

Type and number of vessels 


Estimated completion dates 


Progress payments: 
Prior to June 30, 1952 


Nov. 15, 1953__| 
Jan. 1, 1954 


$201,193 


Feb. 1, 1954_.. 
Mar. 1, 1954 


|} Apr. 1, 1954_- 


May 1, 1954... 


$165,999 


July 1, 1953___. 
Aug. 1, 1953 .- 
Oct. 1, 1953__._| 


$579,811. .... 


384. 
Various. 


$19,019,506. 


$1,142,839. 
$5,381,120. 
$11,005, 468. 
$3,315,737. 
$19,155,704. 


$428,833 _...__- 
$401,079 
$430,552 
$127,951... 
$647,815 


$111,008 : 
$223,825. . ...- 
$348,093 _ - 

$174,851 bad 
$2,661,060___... 


$118,181 
$204,943 
$267,798 
| $86,948... 
..4 $786,134. _ - 


ist quarter fiseal year 1953 
2d quarter fiseal year 1953 __ 
3d quarter fiscal year 1953 
Apr. 1953 

Balance subject to expenditure 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, June 9, 1953. 
Mr. Boyp CrawrForp, 
Staff Administrator, House Committee on Foreign Affairs, 
Washington, D. C. 

Dear Mr. Crawrorp: The attached chart shows the effect of the Korean war 
on MDAP performance. This question was asked of me by Congressman Prouty 
following the regular hearings on June 5, 1953. The vertical bars are rough com- 
parative indications of the total tonnages involved and are for Army only. 

Sincerely yours, 
JAMES G. ANDING, 
Colonel, USA, Deputy. 
(For G. C. Stewart, Major General, U. S. Army, Director, Office of 
Military Assistance.) 
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FY 1950-52 MDA PROGRAM «€ SHIPMENTS 
FECOM SHIPMENTS DURING KOREAN OPERATIONS 


SHIPMENTS to FECOM 


ESTIMATED SHIPMENTS 
to FECOM 
UNDER PRE KOREA 
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(The following table has been supplied for inclusion in the record 
in response to a request by Mr. Vorys:) 


Mutual Security—Summary of nonDepartment of Defense expenditures 


{In millions of dollars 


Esti- Total . | Poti 
mated ore avail- Esti- Esti- 
154 ‘ mated, | mated 
unex- suthori- ible for fiscal year| expendi- 
pended ontinn expendi- |" a2 | spent 
| balance, . ure, | 98 s, 
hee 30, request altos! expendi-/ 1955 or 
1953 1954 tures later 


Chapter I. Mutual defense materiel and training: 
A. Europe: ! 
Military assistance 
Administration 
Administration of Battle Act 
Information 
Escapees 
B. Middle East and Africa! , 
Chapter IT. Mutual defense financing (sec. 201): 
A. Defense support, Europe 3 eel 
B. Financing British NATO aircraft... | 
C. Financing French NATO military produc- | 
tion om ‘ “ — 
D. Defense support, Formosa and Indochina.___| 2 143. 
E. Financing equipment, support and forces, | 
Indochina ‘ ; | 
Chapter IV. Mutual development and technical 
progress: 
A, Regular technical progress and development 
programs (sec. 401 
1. The Near East and Africa._.--- 
2. Asia and Pacific. __- 
3. Philippines and Thailand 
4. DOT’s in Far Bast_-. 
5.. American Republics 
B. Materials development (Sec. 402) ‘ 
C. Special economic assistance in Far East (sec. 
403): 
1, Arab States, Israel, and Iran- 
2. UNRWA j 
3. Technical assistance and development, 
African DOT's ‘ 
D. Special economic assistance for India and 
Pakistan-___-. in 
Chapter V. Multilateral organizations (sec. 501) 
A. Movement of migrants 
B. Multilateral technical cooperation and chil- 
dren’s welfare: 4 
1. Multilateral technical cooperation 3.6 10.1 
2. Children’s welfare ( ‘ 9.0 
Ocean freight - s 2.7 2.1 | 
D. UNKRA 71.0 | 
China Korea student program 3 3. 3.0 | 





Total _-_. 1, 474.8 , 554. 2 3, 029.0 1, 871.5 
| These are actually military assistance funds available to MSA and State Department for activities such 
as additional military production, AMP, and other activities as reflected under mutual defense materiel 


and training head. 
? Includes $11 million reported as a savings to the chairman of the Senate Foreign Relations and House 


) 


Foreign Affairs Committees on May 27, 1953. 
3 Supplemental estimate for UNICEF and UNTA are pending in amounts of $9,814,333 and $4,595,812, 
respectively, which are not reflected in this 


(The following has been submitted in reply to Mr. Fulton’s inquiry 
on p. 953:) 
MuTUAL DEFENSE FINANCING 


HOW FISCAL 1954 FUNDS MAY BE SPENT FOR AGRICULTURE 


An illustrative list of agricultural commodities that may be supplied to 
countries in Western Europe with fiscal 1954 funds totals approximately $192 
million. It consists of bread grains, course grains, fats and oils, and cotton. 
Thus far during fiscal 1953 about $28 million worth of such items as sugar, 
meat, dairy products, dried beans, fertilizer, and miscellaneous fibers, haye been 
supplied, but none of these items are currently in the illustrative conimodity 
list for fiscal 1954. 
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With respect to farm machinery, we do not yet have an illustrative item for 
fiscal 1954 but expect it to be somewhat smaller than in fiscal 1953. During the 
period July 1, 1952, through March 31, 1953, funds in the following amounts were 
obligated for farm machinery and tractors: 

Western Europe: 


Agricultural machinery, except tractors $316, 083, 000 

Tractors; Qi) 19 PAB esis nnimscewedn ial itt damn hens tight 3, 569, 000 
Far Bast: 

Agricultural machinery, except travtors__.....-........--__- 292, 000 

Cy ER ERs iitiiinde sn tanddg ence mech cece ieny ctedeh 384, 000 


An illustrative list of agricultural commodities that may be supplied to coun- 
tries in the Far East totals $46 million. It consists principally of bread grains, 
fats and oils, fertilizers, and coton. Other foods may be supplied in small 
amounts, such as fish, miscellaneous fibers such as cotton linters and silk, and 
agricultural pesticides, but the total of these items is not likely to exceed 
$2 million. 

Technical assistance in food and agriculture for fiscal year 1954 is estimated 
at about $4,400,000 for both type A participants coming to this country for train- 
ing, and type B experts sent to the participating countries to give training in 
technical + SERE epee fields. The er. breakdown by areas is as follows: 


Type A 


Number of 


Amount | experts 


Amount 


Number of ot | 


participants 


|. a on — 


pepentaste | overseas territories 50, 000 40 | 450, 000 
Far East_- 595, 000 | 107 | , 263, 000 


Total_..... 1, 545, 000 | 4 2, 873, 000 


| 
| 
Europe BS ‘ $900, 000 | 123 $1, 160, 000 


The 604 type A participants budgeted for fiscal year 1954 will be given train- 
ing and instruction in the United States, with emphasis on the application of 
technical knowledge to bring about ‘greater agricultural production. The 270 
type B experts who are expected to go to the participating countries have the same 
primary objectives; namely, to train native agricultural people in the applica- 
tion of technical agricultural information to bring about improvement in the 
agricultural production and in the marketing and distribution of agricultural 
products. A small amount of technical equipment is furnished with the type B 
experts, but is estimated not to exceed $200,000 for the entire operation in all 
areas. 

Parts of the funds will not be used directly on farms, but go toward building 
up agricultural college and extension staffs who in turn will work directly with 
farmers. 

TECHNICAL COOPERATION ADMINISTRATION 


HOW FISCAL 1954 FUNDS MAY BE SPENT FOR AGRICULTURE 


TCA assists agriculture, forestry, and fisheries in participating countries, under 
the Act for International Development, through (a) providing United States 
technicians to advise local government and other groups in their own programs 
of development, (b) providing training grants for host country nationals to be 
trained in the United States or in third countries, and (c) providing training 
and demonstration equipment to assist United States technicians in their work 
in the host countries. It is proposed in fiscal year 1954 to augment the technical 
assistance program by providing supplies and equipment under special economic 
aid, a considerable portion of which is devoted to raising agricultural produc- 
tivity. The principal items supplied under special economic aid (to India, 
Pakistan, and Iran) are fertilizers $11 million, earthmoving equipment and well 
drilling $15,800,000, and fisheries equipment $1,770,000. 

The TCA program for fiscal year 1954 includes $63.1 million for agriculture, 
forestry, and fisheries. Of this total, $33.6 million comes under the Act for In- 
ternational Development and $29.5 million comes under special economic aid. 

The above aid granted under the Act for International Development is divided 
in turn into costs of United States technicians, costs of training awards, and 
other costs (which include costs of training and demonstration, supplies and 
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equipment, and local program dollar costs). The special economic aid is almost 
entirely for supplies and equipment. 

In addition to the agriculture, forestry, and fisheries projects, costs of which 
by region are shown in the table below, sizable parts of the natural resources 
and industry programs are directly related to the support of agriculture in the 
participating countries. It has not been possible to break out the portion of 
multipurpose river valley projects (natural resources) which will benefit agri- 
culture. Likewise, the portion of the above-mentioned industry projects which 
will support agriculture could not be broken out due to the press of time. 

The total TCA program includes a package proposal of $170 million (appro- 
priation of $140 million) for the Near East. A sizable proportion of this $170 
million will directly or indirectly benefit agriculture, forestry, and fisheries, 
although the detailed distribution of these funds is purposely being left flexible 
and dependent on future negotiations. 


Assistance to agriculture, forestry, and fisheries in the fiscal year 1954 
TCA program 


United States oa . 
ici re ards 
technicians raining award 
A f De assists 210 ~ enunad el ath ae Other 
Title and type of assistanec Oem 
Num- 


Cost hes 


Cost 


Title II aid ? | 2 $3, 530, 000 $596, 000 | $8, 230,000 | $12, 356, 000 
Special economic aid alec 7 131,170, 000 1, 170, 000 
Title III aid 2 ¢ 2, 220, 000 198 | 950,000 | 9, 761.000 12, 931, 000 
Special economic aid os 1328, 300,000 | 28, 300, 000 


Title IV aid 2 =. aie antace 96 | 3,339, 000 197 571,000 | 4,450,000 | 8.360, 000 


9, 089, 000 563 2, 117, 000 eet 63, 117, 000 
' 


1 Includes training and demonstration supplies and equipment, and local costs of programs. 

2 Act for International Development 

* Principal items are fertilizers, $11 million; earthmoving equipment and well drilling, $15,800,000; and 
fisheries equipment, $1,770,000. 


(The following has been supplied by the Department of Defense 
in response to questions asked by Mrs. Bolton on p. 559.) 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C. 
Hon. Frances P. Boiron, 
House of Representatives. 


Deak Mrs. Boiron: Attached is the complete list of answers prepared by Mr. 
Wilson in response to Senator Margaret Chase Smith’s questions on May 21, 1953, 
in the Senate Armed Services Subcommittee of the Appropriations Committee. 
You requested, on page 874 of the transcript of hearings before the House Com- 
mittee on Foreign Affairs on May 22, 1953, that I furnish these answers to your 
committee. 

Mr. Wilson’s office released these answers on June 11, 1953. 

Sincerely yours, 
G. C. STEwart, 
Major General, U. 8S. Army, 
Director, Office of Military Assistance. 


ANSWERS TO THE 32 Questions AskED BY SENATOR 
Marearet CHAse Smitru 


Question 1: Is the new budget based on economy or security? 

Answer: Security first and economy second. To quote from President Eisen- 
hower’s radio speech of May 19, 1953: “We did not set any fixed sum of money 
to which our defense plans had to be fitted—we first determined what is truly 
vital to our security. We next planned ways to eliminate every useless expendi- 
ture and duplication, and we finally decided on the amount of money needed to 
meet this program.” 
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Question 2: In 1951, the Joint Chiefs of Staff stated that we needed 21 Army 
divisions, 408 Navy combat ships, and 143 Air Force wings, as minimum forces 
for our national security. How has Soviet strength changed since that time so 
that we can reduce our forces? 

Answer: Before answering the final part of this question, I would like to 
point out that the assumption upon which the question is based does not portray 
the military strength we are planning for 1954. Without going too much into 
detail, we are planning by the end of 1954 to have 20 well-equipped divisions 
in the Army, supperted by 27 National Guard divisions. The Navy is to have 
about 400 combat ships in operation, 3 divisions of Marines, and over 9,900 oper- 
ating aircraft. The regular Air Force is to have 114 wings and 7 wings in the 
Air Reserve will be supplied with modern equipment. One year later, the reg- 
ular Air Force is to have 120 wings—practically all with modern equipment, 
and the number of modern Air National Guard and Reserve wings is to be 
increased to 22. In addition, an equivalent number of Air National Guard and 
Reserve wings will be equipped with second line equipment. In this summary 
I have not dealt with the aircraft in the Air Force which are not assigned to 
wings and which constitute approximately 60 percent of the total Air Force 
aircraft. I am also not counting the ships and aircraft in reserve nor the more 
than 1,000,000 men who will have completed 2 years of military service and will 
be available for recall in the case of an all-out emergency. I therefore believe, 
as does the President, that our military posture has been greatly strengthened 
since 1951, and our present program calls for a rapid increase in our real com- 
bat strength. Turning now to the last half of the question, we are not advised 
of any downward change in Soviet strength and we do not plan to redue our 
forces, but rather—to repeat—substantially to increase our power. 

Question 3: In light of the past record of Soviet foreign policy, do you think 
that the more friendly attitude the Soviets have shown in recent weeks really 
means that there is now less danger of aggression? Is that your own opinion? 
What do the CIA and the military intelligence agencies feel about the present 
nature of the Communist threat? 

Answer: In my testimony on May 19, I stated “that there was no evidence 
that the threat and danger to the free world had appreciably lessened.” I still 
think that conclusion is a sound one. It is based on all the facts and opinions 
available, and I believe it sums up the present conclusions of the administra- 
tion, so that for this reason and other security reasons I would prefer not to 
try to outline in this public session the expressed views of the CIA and the mil- 
itary intelligence agencies. 

Question 4: How has the nature of the Communist threat changed so that 
we need only 120 instead of 143 wings, and yet we still need the same number 
of Army divisions and Navy combat ships? 

Answer: I think this question has been already answered with respect to the 
nature of the Communist threat. I would like again to emphasize that the ref- 
erence to the Air Force aircraft which is assigned to wings focuses attention on 
a segment of our air power, leaves out the 60 percent of the Air Force aircraft 
which are not assigned to wings, without which the aircraft assigned to wings 
would have little value, and does not deal with the 9,941 airplanes which will 
be kept in operation by the Navy and the Marines and ‘which, of course, must 
be considered in estimating our overall air power. If the Navy and Marine 
planned air strength is grouped into wings on the same basis as the Air Force 
aircraft are grouped into wings, the total defense program of President Eisen- 
hower calls for the establishment of 176 wings by July 1, 1956. Using the same 
comprehensive calculation but only considering the air power assigned to wings, 
we now have 152 wings on hand and available for national security purposes, 
and, in addition, 60 percent of all Air Force aircraft, and 6,484 planes in the 
Navy and the Marines which are not assignable to wings on the basis of the Air 
Force “air wings” classification. There should likewise be taken into account 
the Air Reserve and the Air National Guard. 

Question 5: The United States now has about 20 divisions, and our allies add 
a few more, whose combat efficiency is variable. Do you really think that these 
20 divisions have had much to do with postponing the Soviet’s plans for major 
aggression, with its strength of over 175 combat-ready divisions? Hasn’t the 
main deterrent been our long-range Air Force, with its atomic capability? 

Answer: It is difficult to be sure just what has prevented aggression against 
the free world. I think that the basic deterrent is much broader than the specific 
one you mention. I think there is a deep realization in Moscow that any major 
aggression against the free world will start a conflict in which all forces of the 
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free world will be marshalled in a fight to crush such aggression, and that the 
forces of the free world include not merely our long-range bombers or even all 
airplanes capable of carrying atomic bombs, but rather all of the military strength 
of the United States, which includes its industrial productive capacity and also 
the military strength and industrial capacity of all of our allies. I also cannot 
comment with any precision on the internal situation in the Soviet and its 
satellites. 

Question 6: Who decided that the Air Force would take most of the budget cuts? 

Answer: No such decision was made. To understand the problem, considera- 
tion must be given not only to new funds requested for fiscal year 1954, but also 
to the unexpended carryover from previous appropriations which will be available. 
The total money available in fiscal year 1954 will be, in billions of dollars: 


BI citria Innciagh oe = :. as Be ala 7 
Navy_-_-- A : bf : 5 
Air Force_- ; 2 
Interdepartmental eek : 3 


Total 


The funds available for the Air Force will not limit the rapid buildup of our 
effective Air Force strength. I feel sure that the Congress will grant any 
reasonable sums we request for our military program for fiscal year 1955 after 
we have been able to reappraise our entire military situation. We don’t need 
to ask for excess funds now just to make sure we will have them next year. 

Question 7: What part did the Joint Chiefs of Staff have in the decision to 
make these budget cuts? Who decided how the cuts were to be distributed, 
and what were their reasons? 

Answer: The recommendations of the Joint Chiefs of Staff and the reasoning 
on which such recommendations were based received most careful consideration 
in the overall determination of the military program. As I have indicated, the 
final decision as to that military program was based, as the President said, on 
lirst determining “‘what is truly vital to our security” and then planning—I am 
again quoting from the President—‘“ways to eliminate every useless expendi- 
ture and duplication.” Then, as the President also stated, ‘‘We finally decided 
upon the amount of money needed to meet this program.” Consequently, there 
was no decision made from the money angle that a budget “should be cut” and 
there was, of course, no distribution of “cuts.” The entire problem was 
approached from the national security angle in an entirely different manner. 

Question 8: The Pentagon has announced that the new Joint Chiefs of 
Staff will restudy the whole strategic situation next fall. Wouldn’t it make 
more sense to give the Joint Chiefs of Staff time to review our present strategy 
before making arbitrary-cuts in the budget? . 

Answer: It has already been announced that the new Joint Chiefs of Staff 
will restudy the whole strategic situation, including the roles and missions of the 
services, the character of the forces needed, the nature of our new weapons, 
proper strategic plans and readiness levels, all in the light of the existing and 
prospective world situation, recent technological discoveries and developments, 
and our national and international commitments. If, after that study is com- 
pleted, any increase or decrease in our military program is deemed necessary 
by the Department of Defense, the National Security Council, and the President, 
it has already been announced that such changes will be presented to you for 
your consideration. In the meantime, we believe that we have planned a sound 
defense and security program. 

Question 9: Was the biggest cut in the Air Force’s budget merely because Air 
Force precurement is much more expensive? 

Answer: The answer to this question is “No.” I have already indicated that 
it is difficult to consider a budget by simply focusing attention on the new 
money requested for appropriation for fiscal year 1954 and likewise that we 
have approached the problem primarily from the standpoint of national security, 
and therefore made no calculation as to what type of equipment or what type 
of activity was more or less expensive. Furthermore, as you probably know, 
it is not anticipated that the total appropriations available for spending after 
July 1, 1958, can be spent in fiscal year 1954, but on the contrary it is expected 
that there will be a substantial carryover of unexpended funds on June 30, 1954. 

Question 10: I understand that most of the Air Force’s unexpended funds 
have already been obligated. How much will the Government lose by canceling 
these Air Force contracts? 
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Answer: It is not planned to cancel any contracts for items of equipment 
which will be actually needed. Any cancellations which will be made with 
respect to aircraft will be on the basis that such aircraft are not deemed essen- 
tial to the national security or because of changes in requirements. 

Question 11: If we later decide that we do need a 143-wing Air Force to meet 
the known Soviet atomic capability, how much more will it cost to build an 
Air Force of 143 wings by the end of 1955? 

Answer :. The question you pose is difficult to answer as stated because there 
has been no testimony before this committee that we have abandoned the 143- 
wing goal. When we took office, we found the Air Force to have a certain number 
of wings in varying states of readiness. The Congress and the people would be 
disappointed if they really knew the facts after all the money that had been 
appropriated for the Air Force and the large sums that had been spent. We 
expect to continue to build up the Air Force with carryover funds available, 
plus those we have requested in the fiscal year 1954 budget, and we expect to 
do a better job and really bring the program into balance to create an efficient 
and effective combat Air Force. Between now and the fiscal year 1955 budget, 
the new Joint Chiefs will have made a complete review of force requirements 
and will make their recommendations. 

I would like to point out further that we have had discussions with the air- 
craft manufacturers, both individually and collectively, and I believe I can 
state with confidence that we will insist that this program be met. The rate 
of slippage in the production of combat aircraft of 22 percent must be stopped. 
We have not made any calculation on the basis suggested by your question 
because the experience with the 143-wing program as it was running to date has 
indicated that dollars alone will not produce effective combat air wings. 

Question 12: How can you cut more than five billion dollars from Air Force 
appropriations, cut back in the Air Force’ strength to 114 wings, and still say that 
the Air Force will be more powerful in 1954 than if the original plan had been 
followed of building a 143-wing Air Force by 1954? 

Answer: It is impossible to say that you can cut back anything you haven’t 
achieved. For security reasons, I cannot tell you in this hearing the exact 
state in which we found the Air Force with respect to wings. But when you 
find out the facts, I am confident you will believe that we will be making real 
progress when we get to 114 modern wings. Moreover, I think it is reasonable 
to assume that every newly delivered modern airplane which replaces an old 
airplane of lesser capabilities adds to military strength. I would like to add 
further that a plan means nothing unless it is successfully implemented. Again, 
I repeat that once you get the facts in executive session, you will fully under- 
stand why we have taken the course we have. 

With reference to your question about 5 billion dollars in Air Force appro- 
priations, it has never been the custom in this country to go to the bank for 
additional funds when you have sufficient funds to carry on your program. And 
we believe we have sufficient money for the Air Force program. 

Question 13: Does the greater cut in Air Force wings as compared to Army 
divisions mean that the Strategic Air Command and the Air Defense Command 
will be cut most heavily? Do you plan to cut the buildup of the Air Defense 
Command so that it will be impossible to shoot down more than 10 percent of 
an attack by Soviet atomic bombers? Do you plan to cut out the SAC buildup 
so that the Soviets will be encouraged in their acts of aggression without fear 
of retaliation? Or will you cut out the tactical buildup, making it impossible to 
secure air superiority if the Soviets move into Western Europe? 

Answer: Most of the argumentative assumptions on which this question is 
based have already been answered, and if you wish to pursue the matter further, 
it will have to be done in executive session. 

Question 14: Now that we have abandoned the hope of being able to maintain 
air superiority in Europe, will we formally abandon the three years’ work we 
have put into creating NATO, or will we continue to keep up a pretense? 

Answer : This is the first suggestion I have ever heard that we have abandoned 
the hope of being able to maintain air superiority in Europe in the event of 
war. Our plans and those of the NATO military agencies seek to create NATO 
forces of all services which form a balanced collective force whose mission is to 
deter Soviet aggression and in the event of such aggression to defend Western 
Europe and make possible an effective counteroffensive. These plans certainly 
recognize the necessity for air superiority in case of war. The rate of build- 
up in the NATO air forces has been substantial, although not yet comparable to 
the progress achieved in ground and naval forces. Improvement of the rate of 





1300 MUTUAL SECURITY ACT EXTENSION 


NATO air buildup is now receiving top priority consideration throughout the 
NATO organization. I believe that General Ridgway has discussed this subject 
in executive session in his testimony on the proposed foreign aid bill. I should 
be glad to furnish further details on this question in executive session if the 
committee desires. 

At the recent ministerial meetings of the North Atlantic Council the NATO 
countries agreed upon programs for maintaining and strengthening the sub- 
stantial NATO forces that have been created. These agreements provide that 
greater emphasis should be placed upon strengthening the NATO air forces. We 
have taken account of this decision in requesting funds for aireraft production 
in the Foreign Military Assistance Program to the extent that the NATO 
countries in our estimate can raise, train and maintain the air forces for which 
equipment is to be provided. Our plans for maintaining and strengthening all 
components of the NATO forces are continuing. In the buildup of United States 
Air Forces the NATO requirements for United States Air Force units are being 
given full consideration consistent with the overall requirements and priorities 
of missions for the United States Air Force. 

Question 15: How will this planned reduction in our Air Force affect our 
allies? Were they consulted before the cuts were announced? 

Answer: Again, I think this question is based on erroneous assumptions. If it 
were deemed desirable to discuss our detailed military program with our allies 
beyond our NATO commitments, I feel confident that they would be impressed 
and satisfied with the realistic program for a continuous increase of our Nation’s 
military strength, including our increase in air power. 

Question 16: Have some people in the Defense Department been trying to 
force the Air Force to reduce its strategic air power? 

Answer: No, although there may be differing opinions among military men, 
including officers in the Air Force itself, especially as to all of the methods by 
which strategic air power may be exerted. This is one of the very important 
subjects in respect of which I expect the careful study and advice of the new 
Joint Chiefs of Staff. In that connection, T expect the new Joint Chiefs of Staff 
will consider the bomb carrying capacities and the ranges of all types of aircraft, 
and also all other methods of bringing destruction to industrial and behind-the- 
line support of any enemy. 

Question 17: In view of the fact that the Soviet Army has more than 175 
divisions, will our Army of 20 divisions be able to offer anything more than 
a token of resistance in case of war? 

Answer: Here again we have a question based on an assumption that we will 
match only one segment of our military strength against a selected strength of 
an enemy. There is the further erroneous assumption that a Soviet division 
is equal to one of our divisions and neglects the number of divisions of our 
allies. I for one certainly expect the Army, with its overall strength, with its 
improved weapons and equipment, backed by the United States Navy, the United 
States Air Force, and the armed forces of our allies, would be able to offer real 
resistance and would ultimately win in the event of war. 

Question 18: Do we plan to follow the same policy as in World War IT and 
attempt to expand our 20 divisions to match the tremendous manpower reserves 
of the communistic nations on a man-for-man hasis? 

Answer: I was never aware of any policy in World War IT to the effect that 
we would try to match our enemy on a man-to-man basis. I have also made 
investigations in the Defense Department and have been. assured that there 
never was any such policy. I can likewise assure you that it is not our policy 
today, as T have endeavored previously to indicate. 

Question 19: If we are not planning a tremendous expansion of infantry 
divisions in event of war with the Soviet Union, what new tactics do we plan 
to use which will allow us to conserve our manpower? 

Answer: Here again I am sincerely puzzled by the assumption that we are not 
planning an expansion of infantry divisions in the event of war. All-out war 
will obviously be on a global basis and will require mobilization of all our 
services. Without discussing in detail either our planned strategy or our planned 
tactics, we intend to keep both our strategy and our tactics sensitive to new 
technological discoveries, new weapons, and technical advances. Every discovery 
and every development will be ntilized to the utmost to conserve our manpower 
both in the field and at home. 

Question 20: If the Communists do not provoke an all-out war but break out 
of containment elsewhere, as in Indo-China, do we plan to send another several 
hundred thousand American troops to contain them as in Korea? 
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Answer: This is an “iffy” question which is based on a single assumption with- 
out taking into account the many other elements of the general international 
situation which might exist at that time. Since the elements of the situation 
whieh would affect a decision by the United States on this question cannot be 
foreseen in advance and are subject to variation a definitive answer to such a 
question is not feasible. Such action as the United States might take in this 
situation would be dependent upon decisions taken by the President upon the 
recommendations of the Secretary of State and the advice of the Joint Chiefs 
of Staff in the light of the circumstances prevailing at the time. It is not pos- 
sible to disclose in public session plans which have been developed to meet 
possible emergency situations arising in Indo-China or elsewhere. 

Question 21: Is the Army planning to use the atomic cannon as a part of its 
basic tactics? How much has the Army spent to develop this cannon? How 
much do you plan to spend during the next few years? 

Answer: A detailed answer to this question would involve the disclosure of 
information that would endanger the national security. If you wish to pursue 
these questions, they will have to be done off the record and in an executive 
session. 

Question 22: What will this cannon do that aircraft carrying a tactical A-bomb 
would not be able to do? 

Answer: Again, a detailed answer to this question would involve the dis- 
closure of information that would endanger the national security. I can, how- 
ever, state that I witnessed the firing of the cannon, and I am sure that it is a 
valuable military weapon. It is accurate and usable in all kinds of weather. 

Question 23: How does the mobility of the atomic cannon compare with the 
mobility of a jet fighter-bomber? Do we have any atomic cannons in Western 
Europe now? How long would it take us to get additional atomic cannons to 
Western Europe in the event of war with the Soviet Union? 

Answer: I can only answer the first question in this group without disclosing 
top-secret information. An atomic cannon is obviously not as mobile as a jet 
fighter-bomber in the air but it is much more mobile than the jet fighter-bomber 
if weather or other conditions prevent the bomber from flying or participating 
in the action. It is expected that the atomic cannon will be able to move along 
with the ground forces to which it will be normally attached, which is a great 
advantage, just as is the case with ordinary heavy artillery. The rest of the 
question I cannot answer without disclosing information that would endanger the 
national security. 

Question 24: In the past our American troops have always enjoyed air 
superiority. Will our six divisions be able to stand up against Soviet air attack 
without air superiority? If not, are we planning to withdraw these troops in the 
event of war? Or do we expect to have air superiority? Who will provide air 
cover and support for our divisions and the NATO divisions? 

Answer: I should like to give a general answer to these questions insofar as 
is possible without disclosing our war plans or endangering our national security. 
There is an implied assumption in this question that we no longer seek to have 
air superiority for our forces in NATO. As I pointed out in the answer to 
question 14, I am unaware of any intention not to attain and maintain air 
superiority over the battle area in the event of war in the NATO area. The 
air cover and support for the NATO forces, including United States divisions, 
will be provided by the combined air forces of the United States and our NATO 
allies. Further details concerning our efforts and the emphasis which we have 
placed on this program can be set forth in executive session. 

Question 25: How many tanks does the Army have in reserve? How many 
tanks are we using in Korea? Do we plan to send these tanks to Europe in case 
of war? 

Answer: This question calls for secret information which cannot be disclosed 
publicly without endangering the national security. 

Question 26: Is the Nike missile going to do away with the need for the Air 
Defense Command? 

Answer: No one has ever suggested that the Nike would do away with the Air 
Defense Command. It is a new weapon which should contribute importantly to 
the defense of the United States. 

Question 27: Does the Army plan to surround industrial areas in the United 
States with Nike launching stations equipped with crews and enough missiles 
at every site to provide an adequate defense against concentrated and repeated 
air attacks? What would this cost? Or does the Army plan to ship Nike 
missiles from one area to another? How much time would it take to make such 
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shifts? How much warning of air attack do we expect to get? How does the 
mobility of Nike missiles compare with the mobility of airborne missiles? 

Answer: I am sorry that I cannot give specific answers to this series of ques- 
tions because to do so in public would be endangering the national security. 

Question 28: Are the Navy’s carriers expected to be a substitute for strategic 
airpower? Who decided to start on the second and third supercarriers? Did 
the Joint Chiefs of Staff approve these two carriers? 

Answer: The Navy’s aircraft earriers are not expected to be a substitute— 
and I emphasize the word “substitute’—for strategic air power. Nor were 
naval aircraft carriers designed for that purpose. In addition to their ability 
to perform essentially naval tasks, however, certain types of carrier-based 
airplanes have long range and are capable of carrying atomic bombs. These 
aircraft will be able to assist the Air Force and supplement its activities in 
discharging its primary responsibility for strategic air power. 

The term “supercarrier”’ is not, in the opinion of the Navy, the proper des- 
ignation for the new modern aircraft carriers which have been designed for 
special purposes and for aircraft which could not operate satisfactorily without 
the modern aircraft carrier. Aireraft development makes it essential that air- 
eraft carriers be developed along with their aircraft if the two are to operate 
successfully together. 

I am informed that it is not the practice of the Joint Chiefs of Staff to speci- 
fically approve or disapprove any particular items such as a type of tank, ship 
or aircraft. The formulation and content of shipbuilding programs for the 
orderly replacement and modernization of ships are recommended to the Sec- 
retary of Defense by the Navy Department and to the Congress by the President 
of the United States. Modern carriers, with their larger and improved decks 
and more fuel capacity, are just as essential for the Navy as are improved bases, 
with their longer runways, for the Air Force. The number of such carriers, 
just as is the case in the number of air bases and bombers, is an overall prob- 
lem of national defense. 

Question 29: How far inland over enemy territory can carrier planes operate 
at the present time? Under such conditions, how close would the carriers have 
to operate to enemy shores? How far away can an atomic bomb fall and still 
destroy a carrier? (Answer: Admiral Fechteler has said 1,500 yards would 
do it.) How many ships are needed to protect one carrier from enemy sub- 
marines? What percentage of the aircraft aboard a carrier must be used to 
maintain defensive air cover over the carrier? 

Answer: Most of the information sought by these questions is again of a type 
that cannot be disclosed without endangering the national security. I can, how- 
ever, disclose that the range of certain types of aircraft currently assigned to 
carriers is extraordinarily long and that these aircraft are capable of garrying 
certain types of atomic bombs. I can also disclose that the number of ships 
needed to protect one carrier from enemy submarines depends entirely upon the 
tactical conditions at the time. Furthermore, carriers seldom operate singly 
and the number of aircraft necessary to protect a carrier varies with the number 
of carriers in the carrier group. Approximately the same number of fighters is 
required for the protection of two carriers as is required for four carriers. 
Likewise, in aid of protecting carriers at sea, naval aircraft will attack the 
submarines at their sources—in their bases, pens, and building yards. In this 
manner it is often possible to reduce the number of enemy submarines which 
might be encountered at sea. 

Question 30: What are we doing to meet the menace which the Soviet sub- 
marines present to our convoys? Does the Navy program provide for enough 
escort ships? How many escort ships could be bought with the funds used for 
the construction of one supercarrier? Do we plan to use the supercarriers as 
eseort ships? ‘ 

Answer: The Navy is fully aware of the Soviet submarine menace. The escort 
ship is only one instrumentality in the defense against that menace. The 
importance of attacking the submarines in their bases and pens is recognized, 
as is also the mining of waters through which submarines must pass to reach 
the sea lanes. We have other means of meeting the submarine menace, for 
instance, patrol planes to search the vast expanses of the ocean to locate sub- 
marines and hunter-killer troups to destroy them. The number of escorts needed 
for close protection of convoys depends on the effectiveness of other means of 
combatting the submarine menace. The Navy believes it has a balanced program 
at the present time but are very conscious of doing everything they can’ to 
improve the situation. Approximately 7 destroyers could be built for the cost 
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of 1 attack aircraft carrier. But, of course, both are needed in a balanced 
program. 

Question 31: What are we doing to protect our coastal ships from the menace 
of Soviet naval mines? Have we found a practical means of sweeping pressure 
mines yet? 

Answer: We are also fully aware of the enemy capability to mine the coastal 
waters of the United States and its allies by the use of submarines, surface 
craft, and aircraft. Meeting this mine threat requires many different measures, 
and continual efforts are being made to make these measures more effective. 
I am sure the details of these measures should not be disclosed at a public hearing. 

Question 32: What percentage of the Navy budget is devoted to the problem 
of combating the Soviet mine menace? How many radar-picket ships has the 
Navy assigned to extend the cover of our radar network off our northeast and 
northwest coasts? Are these ships permanently assigned? How many more 
are needed to do an adequate job? : 

Answer: No one can specifically say what percentage of the Navy budget is 
devoted to the problem of combating the Soviet mine menace, since various 
elements of the Navy perform more than one function. It is impossible to sort 
out what part of a destroyer, carrier, or other device or instrumentality should 
be charged solely against an antimining effort. The integrated nature of a naval 
force and the multipurpose employment of ships and aircraft provide for the 
employment of many types of ships, aircraft, and instrumentalities to combat 
the mine menace. The details requested about the radar-picket ships and the 
other detection instrumentalities possessed by and planned for the Navy are 
information of the type that cannot be disclosed publicly without endangering 
the national security. 
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Communist influence in 
Yommunist threat to 
Constitutional limitation on industrialization.of 
Constitution of, limitation in, concerning industrial expansion 
Control by, of shipments to Communist China...........-_-- 
Cost of maintaining United States division in 
Oost of military hardware produced in__....-....--..-._-__- 
Dealings with Communist China 
Disarmament provision in Constitution of 
Economic aid to, elimination of necessity for 
Economic position of 
Economy of 
Eligibility of, for U nited States military aid 
Fiscal year 1954 aid program for, type of 
Industrial capacity of 
Industrial expansion of, possibility of (see also Constitutional limita- 
tion on industrialization___.____- ‘iealtindptainiaaiiendiatinasibantateieite tite 
Industrial power of 
Military Assistance Advisory Group in__~~ 
Military assistance funds for, statement submitted 
Department __...----- 
Military assistance to, expl: ination of need for 
Military Defense Assistance Program in_- wend 
Military defense situation of, statement for the record 5 
Military end item and training program for, explanation 
Military forces of, question of development of 
Military force of, strength of___- 
Military students of, training of 
Offshore procurement in 
Procurement in, effect of 
Rearmament of 
Rearmament of, desire of people for__-_ 
Rearmament program, encouragement of, 
Rearmament of, nature of agreement for_.____--~~- 
Representation in integration of Southeast Asian problems 
Restrictions on industry of 
Security Advisory Group in 
Soldiers of, in North Korea, statement of Syngman Ree concerning__ 
Trade control program participant__——~~ ‘ aati 
United States military policy in 
Vehicle, combat, production in, lack of 
Japanese Army, officers of, nucleus of officer corps for South Koreans... 
Japanese National Police, equipment available to_._- 
Jernegan, John D., Acting Assistant Secretary of State for Near Eastern, 
South Asian, and African Affairs, Department of State, statement of____ 
Jet aireraft. (See Aircraft, F-84 and F-86.) 
Jet aircraft: 
Appropriation for 
Deliveries of, projection of 
Jet aireraft force of NATO, strength of, projected 
Jet aircraft in Italy 
Jet aircraft: 
Models contracted for, by NATO 
NATO agreement for multinational production of, source of funds for_ 
NATO contracts for production of 
Number and amount of contracts for 
Offshore procurement of: 
By United States 
Fiscal year 1954 
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Jet-aircraft program, joint, chart and explanation of 
Jet airplanes in Yugoslavia 
Jet fuel lines, NATO need for 
Jet fuel storage and pipelines, air bases and, chart of 
Jet planes for Yugoslavia 
Jet planes in Yugoslavia, control of use of 
Jewish refugees, contributions to, comparison of, with contributions to 
Arab refugees . 1041-1042 
Jews, citizenship of. (See Hebrew laws concerning. ) 
JCS. (See Joint Chiefs of Staff.) 
Joint Chiefs of Staff: 
Duty of, to develop force levels 
Objectives in Europe of 
Participation of, in new defense budget, question on 
Recommendations of, for Air Force procurement, reference to 
Reference of program to, for recommended revisions in the event 
of a cut 


Joint meeting of Senate Committee on Foreign Relations and House Com- 
mittee on Foreign Affairs, May 5, 1953 
Jordan. (See Near East.) 
Jordan : 
Agreement of, with U. N. Relief and Works Agency, text of 1034-1035 
Disputed waters of, statement submitted by Arthur Z. Gardiner, 
Department of State__.._-...---_---- ich aisles beneath lilies 1020-1030 
Factors affecting assistance to, explanation of 1015-1020, 
1025-1030, 1034-1035, 1038-1040 
Map of waters of 
Pilot project in, initiated by Musa Alami 
Use of waters of, explanation of possibilities of 1015-1020, 
1025-1030, 1031-1032, 1034-1035 
Jute, receipt of, from India 
Kashmir dispute, emphasis on importance of settlement of 
KATOUSA. (See Korean augmentation to the United States Army.) 
KATOUSA, casualties, responsibility for medical attention of 
Kem amendment, reference to 
Kendall, Miss Elizabeth, statement of 
Kennedy, Donald D., Director, Office of South Asian Affairs, Department 
of State, statement of 
Kersten amendment: 
Application of, to refugee program 
Broadening of 
Funds for, reauthorization of 
Refugees seeking admission into United States not included in 
Kersten, Hon. Charles J., Member of Congress from Wisconsin, statement 


Kittrell, Flemmie P., Women’s International League for Peace and Free- 
dom, statement of 
Koji Island: 
Communists in, description of 
Communist prisoners on, treatment of 
Disturbances on, purpose of 
Korea, Republic of (see also Korea) : 
Aid to, proposed form of. 
American personnel in, use of 
Ammunition situation in 
Approval of United States entrance into conflict in, by Hon. John Fos- 
ter Dulles, Secretary of State 
Army responsibilities in, confusion of 
Asian contribution to forees in 





Korea, Republic of—Continued 
Budgetary aid to, necessity for 
Sudgetary deficiency of, reason for 
Buildup of native forces in 
Cease-fire in, without agreement on principles, effect of 
Civil-affairs operation in, confusion of 
Colonial status of_ 
Conducive location for defense against Communist aggression 
Contingent requirement for.._....----......-~-~- cliente telat 
ComEtipGuee O6 MemrONen COU eee ine pibabhodisid 
Cumulative summary of commodities offered through “UNCAC x— 
table 
Cumulative summary of relief shipments made by American voluntary 
agencies to designated consignees in—table____...-_.-.--.-__-____ 
Current status of UNKRA program 
Defense contributions to 
Deficiency appropriation bill provision for, basis for cut in 
Divisions of: 
In Korea, number of 
Possibliity of raising. <ccsncconeostuuic-- Bie J oli. due 
Economic aid to, amount of 
Equipment cost for unit of 
Korea, Republic of, forces: 
Equipment of: 
Appropriation of funds for 
Procurement of 
Korea: 
Expenditures by Army in 
F-86’s in, number of 
French officers in, to study training ee ET pede 
Fiscal policy of United States, effect of, on contributions for 
Inflationary problem in__.......--.--~~- ea id ae 21-5 
Issue in, free world versus communism 
Integration of soldiers of, into American Army squads______________ 
Lack of intelligence information concerning 
Military aid to, necessity of 
Military Defense Assistance Program in___- 
Military equipment for use in, procurement from Japan of 
Military training in 
Military training in, under auspices of MDAP 
Military training methods in, observed by French and Vietnamese 
a nnrecseniacaimeeniaiinai lated Siiliiiaarpiteceaninciainenigsnn 
Military units of, possibility of increasing number of 
Officer corps of, nucleus of 
Philippine battalion in 
Relationship of situation in, to commitments 
Situation in, comparison of, with far eastern situation 
Size of units in, suggestion of Gen. Van Fleet concerning 
Soldier, cost per year of 
Solution to war in, stated by Maj. Gen. George H. Olmsted__________ hii 
Soviet aggression against 
Statement of pledges and contributions to UNKRA__----_-_____-___ 
Stmeence Of, 1) Umeeme memnetwel Joes. ie io oe a eae 
Students of, in United States, under auspices of Fulbright Act 
Students of, in the United States, understanding concerning return to_ 
Supportist status of 
Thailand battalion in 
Training, ‘ 
Troops for, contributions of, United States fiscal policy deterrent to_. 184 
Troops of the Philippines and Thailand in, equipment of 775-776 
United Nations Korean Reconstruction Agency 
United States contribution to 


United States policy in, appraisal of, by Gen. Omar N. Bradley 
United States share of cost of war in 
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Korea, North: 
Communism practiced in 
Control of shipments of strategic goods to, by the Netherlands 
Embargoes against trade with, status of 
Invasion from 
Japanese soldiers in, statement of Syngman Rhee concerning 
Korea, South. (See Republic of Korea.) 
Koreans, South: 
Standard of living of 
Treatment of, compared with treatment of Communist prisoners on 
Koji Island 2 siienentmaiaiaad . 
Korean augmentation to the United States Army, use of 
Korean diet deficiencies, relationship of farm surplus to 
Korean war: 
Effect of : 
On Mutual Defense Assistance Program 
CON SOO isd ate oats bethesite tings ne penepienmenietin 
Diversion of equipment due to 
Effect of, on MDAP performance 
Inclusion of, in defense budget 
United States policies influenced by 
Kremlin. (See Union of Soviet Socialist Republics. ) 
Kuwait. (See Arab States.) 
Kyes, Acting Secretary of Defense, memorandum of, to Joint Chiefs of 
Staff, April 29, 1953 ‘ , 230, 337 
Land: 
Cost of, borne by host nation for infrastructure, estimate of 
Cost of, excluded from infrastructure program 83, 118, 521, 535 
Laos: 
Attack on, discussion of United States Secretary of Defense with 
France concerning 
Puppet government in, possibility of 
Pronunciation of 
Situation in 
Explanation of, by the Secretary of State 
Seriousness of 
Latin America: 
Bilateral agreements in 
Communism in 1084 
Contributions of countries of, to technical assistance program_._ 1084, 1085 
Economic assistance for, comparative summary of obligations 
Forces of, strength of 
Fiscal year 1954 aid program for, increase in 
Foreign investments in 802-803 
Industrial technology in, technical assistance to raise the level of... 796-797 
Korean contribution of, failure to make 854-855 
Military aid program for, explanation of reasons for 1081, 1083 
Military assistance advisory groups in, personnel problems of_. 848-849, 850 
Military end item and training program for, explanation of 7 
Mutual defense assistance program funds allocated to 
Mutual defense material and training assistance for, amount of, fiscal 
year 1954 
Percentage comparison of fiscal year 1953 with fiscal year 1954, pro- 


Ships, transfer of, to 
Technical and development programs in statement submitted by Tech- 
nical Cooperation Administration__.____-___----------+-.-_..- 1089-1094 

Technical assistance program for, amount of 
Technical assistance for, comparative summary of obligations 
Technical assistance for, explanation of program for 
Utilization of mutual defense funds for 

Latin-American countries, shipment of airplanes to, reference to 

Lawson, George W., Director, Division of the Budget, Mutual Security 

Agency, statement of 
Leadership in NATO, report on 
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Page 
Lead time (see also Deliveries; Pipeline) oo 12 , 
Administrative 
Aircraft procured offshore 
Airtields, development of program for and construction of 
Ammunition procured offshore__-——- 
Analysis, Mutual Defense Assistance programs for materiel 
Decrease in__-_- = : ; 
effect of, on appropriations—___- . 282-283, 285, 286, 287 
Extension of program for items of long, memorandum submitted by 
Mutual Security Agency_-_-- 1275-1277 
Items, contracting for long, and transfer 1275 
Items, current coutracting for long b oid stead ABE 
Items procured offshore gee oo eer. 481, 484 485, 486, 488 
Lack of, in manufacture of anmunition 
Mutual Defense Assistance Program for Materiel: 
Department of the Air Force, fiscal year 1950-53—table____ 1288 
Department of the Army, fiscal year 1950-53—table__.________- 1288 
Department of the Navy—table a a tlie RO 
MDAP procurement 2 _... 1289, 1290 
Nonmilitary program____-~~- els dean i wide 1242 
Reduction of . ‘ 287 
Lebanon (see also Near Bast) : 
Cooperation of technical assistance program in, question concerning. 800—809 
Housing conditions for TCA personnel in 909-910, 911 
Point IV personnel in, number of 195 
Technical assistance program in_....-....--....--------- 909, 910, 911, 912 
Lend-lease aid provided to Government of China, as of December 31, 1951, 
table on___-—_- 739, 740 
Liaison. (See Coordination.) 
Liaison officers in European Army, United Kingdom proposals for 
Libya, mention of 
Licensing of production and export of munitions, subject of protocol to 
European, Defense Community Treaty._........-------.-.----.-..-_. 52 
Licensing of vessels, control over, to prohibit shipments to Communist 
en: Bed NOPE: MOOG cone wedewensn debbie neil .__... 76, 81, 82, 87 
Ligutti, Rt. Rev. Msgr. L. G., executive director, National Catholic Rural 
Life Conference, statement of 
Linder, Hon. Harold F., Assistant Secretary of State in Charge of Economic 
Affairs, invitation to hear testimony of Be eh ee 
Li-Rond, Gen. Sun, Nationalist commander, mention of 
Lisbon: 
Agreement upon goals for NATO at: 
Explanation of , 
pS alte TES EE a ‘ 1 lhl nieces atata hth chend 
French defense support for fiscal year 1953 ‘considered at 63 
Meeting of NATO Council of Ministers in, February 1952_...._______ 28 
Lisbon meeting of NATO Ministers, infrastructure cost-sharing, considera- 
tion of, at 
Lisbon goals. (See NATO.) 
Lisbon goals, accomplishment of 
Lisbon goals for NATO: 
Accomplishment of 
Attainment of 
Local governments, solution of problems by, preferable to foreign as- 
sistance 104-105, 169-170 
Lockbourne Air Force Base, reference to 
Loftus, John A., counselor for economic affairs, American Embassy, New 
Delhi, India, statement of 
— Act: 
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Long, Hamilton A., New York, N. Y., 
Long-lead time. (See Lead time.) 
Long-lead time, increase deliveries by reason of___ 
Long-range basis for NATO infrastructure program 
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Long-range planning, characteristic of MSP under new Administration____ 153 
Long-range planning of Mutual Security Program 143 
Long-range program, problem of committing succeeding Congresses in__._. 868 
Long-term basis of airpower program in Western Burope________-__-__ 107-108 
Long-term basis for NATO planning, emphasis on__..-.----.---__-_-_._-._. 315 
Long-term basis of foreign aid programs__ 115, 167-168, 171. 173. 215, 238 9 87, 519 
Long-term basis of mutual security program 57, 
62, 64, 70, 71, 143, 160, 171, 173, 215, 219, 287, 512 
Request for alternatives te 70 
Long-term bonds, trading in . --.--- 308, 309 
Long-term contracts, time span of 
Lourie, Hon. Donald B., Under Secretary of State for Administration, De- 
partment of State, statement of 
Lovett, Hon. Robert A., former Secretary of Defense, final report of, inac- 
curate news story concerning-_..-....._--..___--_--._ cidadicatencneecnatiier en 23, 24 
Lowdermilk, reference to__-- 1018, 1026-1027 
Luns, Hon.. Foreign Minister of the Netherlands, discussion of European 
Defense Community Treaty with 
Luxembourg (see also Belgium-Luxembourg) : 
Clearinghouse status of 
Defense expenditures of 
Joins in Western Union 
Member of Coal and Steel Community and European Defense Com- 
munity___- 
Nature and purpose of aid to, statement submitted by Mutual Se- 
curity Agency 
Parliamentary status of ratification by, of European Defense Com- 
munity Treaty 
Ratification of European Defense Community Treaty, status of 
Share in second slice of infrastructure program 
Treaty for European Political Community, consideration of, at 
MAAG. (See Military Assistance Advisory Group.) 
Machinery. (See equipment.) 
Machinery, agricultural, obligations for 
MADEUCOM. (Sce Military Assistance Division of the European Com- 
mand at Frankfurt.) 
Maffry, August, vice president of the Irving Trust Co. of New York, rec- 
ommendations of, for encouragement of private investment abroad_._.. 796 
Magazine Rapport, discontinuance of__....._--_._.-.-..---...-..--.- lies i BAD 
Maginot line, comparison of, with current buildup 276 
Maintenance of European divisions and equipment, fiscal year 1954 
Maintenance, problem of 
Malaya: 
Exports and imports of 
Imports of, from Communist China, nature of 
Mention of 
Malta : 
Air base at, use of, by Mediterranean Allied Force Command 
Air facilities in 
Manchuria, possible target in action against Chinese Communist supply 


Maneuvers in Germany, use of equipment by French forces in 
Manganese, short supply of, in western world 
Manila : 
Chinese in 
Possible coordinating center for integration of Southeast Asia 
Manpower in France, use of 
Manpower order No. 4, reference to 
Mao Tse-tung, leader of Red China: 
Deterioration of army of, question concerning 
Possible withdrawal of 
Type of communism practiced by 
Mapping service by Technical Assistance, question concerning 
Marshall, Gen. George C., views of, on expansion of production of war 
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Marshall Plan: Page 
Approval of, by Hon. John Foster Dulles, Secretary of State 165 
Military aid to Europe addition to 38 
SRN * Sig SONU Cia chil ips caeemnrancincteeoranesieodetsccshbiebabincunislghintine 24 
Reference to lack of security derived from original 37 
RWTMIAL: Gabe WC siicen cei einen diididteebetts.' §lS 

Martin, Edwin M., special assistant to the Secretary of State for Mutual 

Security Affairs, statement of 373, 445, 501, 724, 1150, 1264 

Materiel (see also Equipment) : 

Amount of fiscal year 1954 program for_--_--- 150 


Amount proposed in fiscal year 1954 mutual éefense assistance pro- 


Development, fiscal year 1954 program for, amount of 191-192 
MDA programs for 1288, 1289, 1291 
Matteson, Robert, assistant in charge of research assistance and reports, 
for Mutual Security Agency 
Mayer, Rene, French Premier: 
Attitude of, toward unification of Europe 
Backing by, of European Defense Community 
Commitment of, concerning Saar 
Mention of 
McCormack, Hon. John W., minority leader of House, questioning of wit- 
ness (General Ridgw ay) by 434-435 
McCormick, Adm. Lynde D., Supreme Commander of the Atlantic Forces 
(SACLANT) 
McNeil, Hon. W. J., Assistant Secretary of Defense, reference to statement 
of, on contracts prior to appropriations 
Medical service for KATOUSA casualties, responsibility for 
Mediterranean Allied Force Command, use of airbase at Malta by 
Medium term defense plan. (See NATO.) 
Meeting in Room 262, House Office Building, May 6, 1953 
Merchant, Livingston T., Assistant Secretary of State for European Affairs, 
statement of astinstishigaenees ss ae 
Me-win, General, Chief of Staff of Burmese Army, invitation to Maj. Gen. 
George H. Olmsted by 
Mexico, refusal of military assistance by 
Microwave communications system, stalling in construction of 
Middle East (see also Near East, Near East and Africa) : 
Attitude of, toward West 
Economic assistance to, conditional upon defense contributions 
Evaluation of situation in, by United States Secretary of Defense_.... 155 
Mutual Defense Assistance Program funds allocated to 324 
Nationalism problem in 
Technical Assistance Program in, explanation of 
liddle East Command: 
Arab attitude toward 
Development of 
Middle East Defense Organization: 
Countries involved in creating 
Desirability of 
Middle East “new countries”, explanation of 
Migrants (see also Refugees, report of problem of) : 
of, in 1953- and 1954—table 
Migration. (See European Migration.) 
Military Academy of Thialand 
Military Affairs Committee, responsibility of 
Military aid: 
Amount of fiscal year 1954 program for 
Emphasis on, advisability of 
Importance of, to collective security 
Opposition to, by National Council for Prevention of War_________ 595-600 
Military aid programs: 
Father of, Committee on Foreign Affairs_..._................_._-____ 
History of 
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Military assistance (see also Equipment, military; fiscal year 1954; Mu- 
tual Security Program; Mutual Defense Assistance Program) : Page 
Allocation of—_- site abet a, deh 
Allocations of funds for, to Department of Defense, fise al year 1950-53 = 3329 
Amount allocated for 255-256, 268, 269 
Budget request for, fiscal ‘year 1954, chart and explanation of 336-337 
Civilian determination of... ~~~ ih eat aden tiaeeamesiias entities itiea 243, 246, 260 
Cut in: 
Across the board 
Amount of__ _-- 
Effect of, on mutual defense___. 
Effect on recommendations by Joint Chiefs of Staff______ caiieiiiaae 
2 239, 243 24 
Danger of encouragement of aggression resulting from 26 
Development of program for, explanation of 322- 393 
Difference in figures for, furnished by the Defense Department and 
Mutual Security Agency 255-256, 257, 268 
Eligibility for, in Near East and Africa upon joining regional defense 
organization 719, 720, 723 
Encouragement of development of Middle Bast Defense Organization 
and a Suez settlement with 
Expenditures for, rate of 
Expenditures of funds for, fiscal year 1950-53 
Expenditure of, under supervision of Department of Defense 


Factors entering into development of program for 
Fiseal year 1953, force levels criteria for 
Funds available for 
Increasing cost of, explanation of 
Items provided in European, number of 
Joint Chiefs of Staff determination of amount and distribution of, 
to be requested 230, 235-236, 238, 239, 243-244 
Obligations of funds for, fiseal year 1950-53 
Organization for: 
In Burope 
To NATO, chart of_- 
Percentage of, in program 
Status of funds for, table on 
Explanation of ..__-.------ 
Military assistance : 
To units not definitely available to NATO aia ; 
Total appropriations for, amount of ; 267-268 
Type of foreign aid, administration of nee: | ae 
Use of funds for, contingent upon changing conditions- 328 
Military assistance to Japan, explanation of need for___ A : “1047-1052 
Military assistance to the Near East and Africa: 
Amount requested for___...-------~- hentia : 719 
Factors determining use of__---~- “ coace i ; 20-722 
Military Assistance Advisory Groups: 
(See also Coordination of foreign. military assistance in Europe; 
tary assistance, organization for.) 
Availability of information to. ~~ ditties alee . : 372 
Development of program by, for “Yugosi: ee eee eee 359 
Extent of supervision by__---- A 883 
For Europe, location of headquarters of__- ; 319 
In Indochina, middlemen in distribution of end items 
In Iran_--- pianists 
In Japan _" Dea 
In Latin America, “personnel problems cia 
Participation of, in development of NATO progr: im 
Information obtained by, extent of__-~- no : 
Nature of_. nc naitbiainiteiinead 
Screening proc “PSS by, of equipment requirements___ na 
See OC AUG DORON ss ete ceceeneran:: 
Yugoslavia, number of military personnel in : 
Military Assistance Advisory Group locations, chart of_— ~~ 
Explanation of 
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Military Assistance Division of the European Command at Frankfurt, 

reference to__- CERES Se.) RE eee ee eee a 
Military assistance in Europe, coordination of SR sodas 3 319 
Miltary assistance to Europe, approval of, by Hon. John Foster Dulles, 

wecretney of State. wc cecciccscascune: ite babihincich 165 
Military assistance funds for fiscal year 1954, comparison of requests for, 

with funds used to meet Lisbon goals Konica Aceiaate 258 
Military assistance for Latin America in fiseal year r 19% 54 program_____ 147 
Military assistance to Near Wast in fiscal year 1954 program___~_-~-__- 146 
Military assistance programs, development of, time needed for 323 

{ilitary assistance screening process for NATO countries, chart of-~__- 322 
Military Committee of the North Atlantic Council. (See North Atlantic 

Council.) 

Military Committee of NATO, action of, on annual review Lcwsj ae S30, 988 
Military defense assistance, analysis of status of funds, as of March 31, 

1953, statement submitted by Department of Defemse_________-_-_---~- 256 
Military Defense Assistance Program in Japan____-...-.--__---------__ 2 
Military Defense Assistance Program in Korea__ iow aticabien 3 
Military Defense Assistance Program: 

Responsibility for a atieaea eae 16 
Sphere of operations under ; salle staan 16 
Military effectiveness of multilateral forces___ -..-.. 237-238, 240 
Military end item and training program for Latin America, explanation 
847-856 
Military equipment : 
Assistance to the Near East, advisability of..._....._.....-......... 1041 
Obligations for ee bl . a wiltaindhicl dbaclihinndialils hath 285 
Priorities for, responsibility for ‘est iblishment of ae nines | EES 
Proviso concerning usage of, proposed for inclusion in section author- 
izing funds for the Near East and Africa____- Teese) =f 
Military equipment program in the Far Kast, explanation of 733-746 
Military expenditures of United States: 
Amount and effect of, on European economy 
Comparison of, fiscal year 1953, report on___~- 
Military factors for consideration in determining U nited States foreign 

policy, presentation of, by Hamilton A. Long of New York : 994-1013 

Military forces. (See Forces for NATO.) 
Military hardware, cost of, if manufactured in Japan_ ___- 21 
Military installations on United States in Middle East, existence of_____- 721 
Military missions abroad, overseas duties of and pay to personnel of... 848, 
849-850 
Military objectives of Joint Chiefs of Staff and Mutual Security Pro- 

BEE eee cinttiivinictnenaniniinneiiiantietentions ee eee Ri bck em dibelnes 244-245 
Military personnel : 

Interchange of, subject of protocol to nae Defense Community 
ED ine tdeninenn i aitiiaindibes neleecipnisiiianmeegtlilal 52 
Overaged and disabled, “Nationalist ( ‘hinese plans ; for. _.__---~ 751, 763-764 
Military planning,*basis for (see also Balanced program, concept of) « 28 

Military planning, revision of, necessary to conform to changing condi- 


Military program for Thailand, explanation of__- eae meen 
Military Representatives Committee, relationship to North Atlantic Coun- 
ox 

Military requests, evaluation of_..._.....-~-~- 106 
Military requests for divisions, ammunition and equipment, fulfillment of__ 100 
Military requirements, distinction between concept of foree goals and 

concept of 
Military requirements for NATO, establishment of 
Military requirement study, MC 26/1 (see NATO). 
Military service, terminal date of, in Formosa 
Military situation, conclusions on, by the United States Secretary of de- 

fense after attendance at NATO meeting and discussions in Europe__.. 155-6 
Military strength of: 


Vietnam, reference to rate of development of 
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Military strength of western Europe, appraisal of 
Military viewpoint on MSP, testimony of Gen. Omar N. Bradley on 
Miller, Dr. Raymond W., Harvard Graduate Business School, statement of 
Mineral development in the Near and Middle East, exportation of, by TCA 
Minesweepers, 
Construction contracts, representative 
Offshore procurement cost of 
Representative construction contract, 4 1292 
Mission of program 317 
Mistakes in Mutual Security Program, request for list of 212 
Mission of United States forces in Europe. leidpien eiictpiie eblehictseah ee geil mstncdaiaty nina 155 
Mobilization base in Europe, assistance in creation of, through facilities 
COUR ANG hn iii hice tibihentbeitapeilanniggie tan eapictthinn 502, 504, 506 
Mobilization, purpose of 292-293 
Mobilization procedures, subject of protocol to European Defense Commu- 
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Molybdenum, ferro, Soviet attempts to purchase 
Monetary stability. (See Dollar shortage.) 
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Availability of, not related to appropriations 
Policy on 802-303, 304 
Montgomery, Field Marshal Bernard L., evaluation of NATO divisions by. 29 
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Effect of past program cuts on 
Facts affecting__- 
Morale in NATO, report on 393, 422, 426-427, 430 
Morale of United States forces abroad, favorable impression of Secretary 
of Defense of 
Morton, Hon. Thruston B., Assistant Secretary of State for Congressional 
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Airbases in, bilateral basis of 
SE TI «CR cesccittieninnsnter erin RE ite a i cients tea ice sei 
Mention of___ 
MSA. (See Mutual Security Agency.) 
MTDP. (See NATO, medium term defense plan.) 
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Affairs, statement of 
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Percentage of budgets of, representing United States contribution... 224-226 
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Definition of 33 
Free world embargo on shipment of, to Soviet bloc 120, 121, 122 
Licensing of production and export of, subject of protocol to European 
Defense Community Treaty 
Murphy, John E., Comptroller for the Director for Mutual Security, 
statement of 
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versus FECOM shipments during Korean operations, chart of 
Mutual defense, progress in programs for 
Mutual Defense Assistance Control Act (Public Law 213, 82d Cong., Battle 
Act) (see East-West trade controls; Battle Act) : 
Adoption of 
International administration of 
Fundamental questions concerning 87 
Responsibility for administration of, jurisdictional question con- 
GR Aik ea eh deed — 84-8 





INDEX 


Mutual Defense Assistance Program (MDAP) (see also Military As- 
sistance) : 
Allocation of available funds for, April 30, 1953, table of 
Appropriated funds, status of, fiscal years 1950-53, chart of 
Comparison of fund utilization, previous MDAP versus proposed fiscal 
year 1954 legislation, Europe, chart of 
Contracts of, request for specimens of 
Contracts for procurement in, report on 
Department of Air Force: 
Analysis of fiscal year 1950-53 unobligated balances estimated 
i MB Pek a EB} a Ee 5 
Obligations of fiscal year 1950-5 3 (table) 
Status of program funds, fiscal year 1950-58 (table) 
Department of Army: 
Analysis of deficiencies, fiscal year 1954 (illustrative) (table) —_- 
Analysis of fiscal year 1950-53 unobligated balances, estimated 
June 30, 1953__ ro. 
Obligations of fiscal year 195 0 53 funds an 
Programed funds, status of, fiscal year 1950-5 
Department of Defense, status of expenditures onacin Rei i 
Department of Defense, status of expenditures, table (by agencies) - 
Department of the Navy: 
Obligation of fiscal year 1950-53, funds, table 
Relation of programs and expenditures, table 
Status of programed funds, fiscal year 1950-53, table 
Unobligated balances, fiscal year 1950-53, table 
Duties of Secretary of Defense in 


LIX 


Page 
324 
329 


350 
332 
334 


1192 
1191 
1192 


1221 


1195 
1194 
1194 
1226 


1% Or 


ome) 


1196 
1291 
1197 
1197 

821 


Effect of Korean war on ons TES U RARE IE ey 330-— a 
Facilities assistance for Europe proposed in__.--.--.-------_. 502-504, & 


Fiscal year 1954: 
Ammunition, provision for____~~-~- 
Attrition losses, peacetime, replacement of, ‘included in 
Congressional cut in, time lag in effect of__..___---_- 
Country breakdown of, classified 


Divisions in Europe, objective for______.._..----- i. sibs lplististe 340, 341, 351 


Naval equipment, provision for____ Sata nde oy sich tet senses 


345 


Program proposed for Europe, explanation of. -ooaee---~ 940-345 
Statistical summary of___.-..-..--..._--~-- . elke das 357-358 


Vessels, provision for modernization oo 
Weapons, provision for- Sais eeeries: Rencinerel 
MAAG locations—chart of________- be legals eee Be whi 


345 
345 
320 


Major items in, proposed III 0: <p cutee Acatstbebbboaiea “40, 345, 346 


Materiel and training programs, comparison fiscal 3 year 1950-53 and 
proposed fiscal year 1954, tables on___~- he 

Representative minesweeper construction contracts, table__ 

Revision of, in the event of cut in proposal for fiseal year 1954 

Screening process for, repetition of, in the event of a cut in program_-_ 

Shipments, value of, chart of_______- 

Status of obligations, table 

Training program, Europe, table on- . 

Utilization of available fiscal year 1950-53 funds, table 


839 
1292 
358 
358 
328 
1188 


Utilization of funds . 889, 340, 341, 350, 351, 381 


Mutual defense assistance programs for material : 
Department of the Air Force: 
Fiscal year 1950-54, lead-time for MDAP procurement (table) __ 
Relation of programs and expenditures (table)_._._-____--______ 


Department of the Army, fiscal years 1950-53, relation of programs 


and expenditures, lead-time (table) ___~- 
Mutual defense material and training, amount of, fise al year 1954 
Mutual security : 
Basis for analysis of program______ 
Nondefense expenditures, summary ‘of—table_______ Be canted 
United States special representative in Europe for the administration 
of, name of 


1289 
1289 
1288 


207 
oe 


64 
1294 





Lx INDEX 


Mutual Security Act: Page 
Basic policy of__-_- oe ; 317 
Form of, for fiscal year 197 54 ‘ ssdp-itlaeewieebeshence' Ee? 
Funds of, receipt of, contingent upon unification and integration of 

Western Europe__- 
Section 504 of, proposal for ‘abolishment of - -...--. 664, 665, 667 

Mutual Security Agency: 

Acting Director in absence of Mr. Stassen, Mr. William Rand____---~- 188 
Coordinator of economic, foreign policy and defense policy fieldS_._.. 41, 65 
Deputies and major assistants to Director of, names of 
Operating agency in economic field le nae * 
Reorganization of, advisability of ....... ~~~ '300 
Reorganization of, evaluation team recomn rendations heen 207 
Reorganization of, timing and effect of...__ ‘ 218, 219 
Sphere of activities of ____- nlasiiinicnaid sill 
Administration of, advisability of se pari ate agency for_ 
Administration policy on, necessity for determination of, prior to 
visits of foreign officials_ f 
Commitments made in _ ~~~ ‘ 
Characteristics of, in new administration Sea 
Reference to 2 
Continuation of, advantages of- 
New approach to____..--.-..~. 
Not a charitable enterprise_ : 
Organizational structure of__. 
Mutual Security Program: 
Fiscal year 1954 budget requests, chart of 
OR ee Se eee 

Mystere-4 airplanes: 

Appraisal of, by the United States Secretary of Defense 157 
Contracts for French production of ae ala 98, 287 
Production of, in France_ -. Shani i ica Te clalies fee Aletta 278 

Mystere-2 airplanes, unsatisfac tory s tilanalilataatactinit:as\taisera cenatediiindaiiaiiet tol ea eee lee 98, 102 

NAC. (See North Atlantic Council.) 

Nash, Hon. Frank, Assistant Secretary of Defense, statement of__ 23, 255, 1045 

National Catholic Rural Life Conference, views of i ceiaeatadiah ih abies ad S862 

National Congress of Parents and Teachers, views of : 625 

National Council for Prevention of War, views of__- 595 

National Federation of American Shipping, Inc., views of____ piel 624 

National Grange, statement of ein hale ad . 587 

National gross income yield of NATO countries, analys sis of, by Temporary 

ICE SI a ricrsttichnapeninieme vinnie aehs 

Nationalism (see also Colo nialism), Soviet propaganda y w eapon 178 

National Security Council: 

Approval of Mutual Security Program by_-_--- ss aacaees 148 
Director for Mutual Security, member of Cae 65 
Evaluation of Mutual Security Program by “149-1: 50 


National Security Subcommittee, reference to_- 389 
N 


27 28 


7 


National Security Council: 
Study and analysis by, of problem of East-West trade 83, 85, 125 
Study by, of United States world position and security 276 
National solution to problems preferable to foreign assistance__ 104-105, 169-170 
NATO (see also Europe, Western; North Atlantic Council; Report of Gen. 
Thomas T. Handy on United States military organization and procedures 
for handling military aspects of military assistance) : 
Accession of Greece and Turkey to, effect of 
Aid to, necessity for continuation of 
Aircraft for: 
Defense, financing of 
Multinational production of 
BAREROES, BRUNE 10. ATT BIR iit cement nciins erent teesinennmmes lena 30-31 
Air defense, basic structure of 
Airfields : 
Alternate, location and use of 
Ownership and use of 
Air force of, buildup of, status of______-_ 
Air force training in, nature and extent of 





LXI 


NATO—Continued Page 
Airplane requirements for, development of estimates of 26 
Airplane requirements recommended for, effect of cut in 411, 416-417 
Airpower of: 

Inadequacy of____- prebienotabcouanet .... 392, 394, 411 
Requirements for seavaiiaceneniel eee Niet sb il 528 
Strategy based on, question on + 559 
Air strength in, enhanced by United States power_.________---__.-.. 88 
Air strength of, objectives for___- 288 
Attitude of: 
Toward Soviet Union threat , sili ‘ ieee 
Toward United States objectives__—_- List en 405 
Balanced program for__ ceintendaceaeceniceey 3 ; 178-179 
Buildup of, status of___- ee Rica ml 390, 392, 393, 394, 422, 423 
Chain of command_____ 405, 428, 429 
Chart entitled “Buildup of N. \TO Army Divisions,” reference to__ 28, 29, 30 
Chart entitled “Buildup of NATO —_ Divisions (less Greece and 
Turkey), reference to- ts abet Acicihdnsaiiceiieies Laue 82 
Chart entitled “Key MDAP Statistic 8, lac k of important statistics in 31 
Chart entitled, re ference to___- 36 
Chart entitled “NATO Infrastruc ture- -Milit: iry C onstruction,” refer- 
ence to.___ nani aki Thi nee 
Chart entitled “? NATO. Naval Forces Buildup (less Greece and Tur- 
key),” reference to x ; ati 
Chart entitled “NATO N: 1val Fo orces Buildup (less Greece ‘and Tur- 
key), Minor Vessels,” reference to 
Coal production of, compared to Soviet bloc 
Combat effectiveness of forces of: 
Contributions to___ ; hadi > midebel pie ‘ 422 
Improvement in a allt 253 
Combat effectiveness of units of : 
Ymphasis on_.—- a ii biden 423 
Reason for present status of___- idea : ‘ ‘ 429 
Commanders of (SACEUR and SACLAN' Pic eid. 25, 26 
Command structure in__-~- Serene ldMaN aed Sndishithicicininbinn hdl eh hen shdnndtie 423 
Common-use versus national-use > basis for determining share in infra- 
structure costs of : oubid ._ 36-37 


Comparison of costs to accomplish gos Is of. sani 258 
Conclusions of United States Secretary of Defense concerning 155-156 
YXontinental Army of, commitment of two British divisions for, 

INE imscccmsithaionesicaptnadtinteibenies ai rr ’ ade . 56 
Contracts for production of combat jet aircraft 97-98 
Contributions to: 

Amount of ahead ; id 179 
Analysis of ability of countries to make___ sins ‘ .. 27-28 
Council of Deputies, abolishment of_..........._-~- niga ‘ 663 
Council of Permanent Representatives : 
Establishment of. 1 oth eaetlhacn 663 
Functions of, description of oat 669, 670 
United States representative to (see also Special represe ntative 
in Europe) : 
Consideration of appointment of John Hughes as____--~~-~- 665 
Jurisdiction of under reorganization............ 666, 667, 668, 669 
Countries, organization for military assistance, chart 318 
D-day and D-plus concepts, explanation of- m 28, 29 
Defense capabilities of countries of___- muh... 238 
Defense capabilities of, importance of European De ‘fense Community 

Treaty to 
Defense contributions of sf 
Defense contribution of countries of . 184 
Defense contributions of, percentage relationship to gross national 

product : 

Defense contributions to, administration policy for______- 

Defense expenditures by ; wd 368- 370 
Defense expenditures of, computation of projection of__ .. 371, 372 
Defense expenditures of countries of____---- : 


OQ 





LX INDEX 


NATO—Continued 
Defense ministers of, discussions of the United States Secretary of 
Defense with 
Defense of, military mission of Gen. Matthew B. Ridgway 


Defense plans in event of aggression 
Defense support important to 
Defensive strength of 
Defensive strength of: 
Increase in___ 
Report of Gen. Thomas T. Handy on 
Divisions of (see also Forces for, classes of; D-day and D-plus con- 
cepts: traineng of forces of.) : 
Divisions for: 
Agreement of North Atlantic Council to concentration on effec- 
tiveness of_ pla J ; 36, 144-145, 2¢ 
Composition of added, ; i 
Concentration by General Ridgw ay on effectiveness of__ 36, 230, 2¢ 
Contributions by Greece and Turkey of_.__..--.._.._..---___-__ 
Lisbon goal for 
Number of_-_- 
Standard of performance or readiness for, 
Types of__- wien 
Economic factors involved in pl anning a 1 
Effectiveness of units of, objective of military aid____-._______--__-_-__- 
Equipment requirements for, conversion of, into dollar requests 


Page 


30, 342 
553 

D, 842 
4 
259 
144 
342 
265 
78-179 
230 
403, 


409, 410, 411, 435 


Evaluation of divisions of, by Gen. Dwight D. Eisenhower_______----- 
Evaluation of divisions of, by Field Marshal Montgomery______--_-- 
Uxpenditures for major materiel by, trend of (see also Defense ex- 


29 
29 


penditures by) _-_- : i 855, 370 


Expenses, administrative and operating___-_ 
Financing of forces of, long-range 
Fiscal year 1954 aid program for___-___~- 
$560 million joint aircraft program—chart of. 
Force buildup of, future__—- 
Force goals, concept of 
Force goals for: 
Determination 
Distinction between force requirements ¢ 
End of 1952, approval of 
Funds requested for, comparison of 
aie, ee | CEs bi i ne retinas woh bese nibs die) 
1953, use of unexpended funds for 
1954, use of unexpended funds for 
Set when President Eisenhower was commander, change in 
Working toward accomplishment of 
Basis for determination of 


Force levels of, criteria for military assistance 
Forces for: 
Cc lasses: of 


Activation of 
Effectiveness of, objective of defense planning 
Separation of, from national armjes_____..--.--..-------_--.-. 
Offshore procurement of artillery, ammunition, semiautomatic 
weapons, and jet aircraft for use by 
Quotation of statement by General Gruenther concerning 
Forces required by, development of estimate of 
France’s ability to raise divisions, objective of study of committee of__ 
German contribution to: 
Necessity for 
Basis of determination, agreement of 
Importance of, to 


421 

25 > 
258 

99 
250 
250 
233 
351 


28, 29 
746 
429 
152 

74 


151 





INDEX LXIIl 


NA 'TO—Continued 
Goals for: Page 
Consideration of economic factors in developing 
Cut in, effect of 404, 409, 410, 411, 416, 429, 430 
288, 289 


hae sentria Ra OE Ee eens 
North Atlantic Treaty Organization goals, for 1952, referenc e to failure 
of European partners to meet_._._._---.----_-__-- sepetinarnantaaaee ats ae 
Goals for 1952, 1953, and 1954, approval of someon a a eh O10 
Goals of: 
Adjustment of 
Program after reaching present 35 
Gross national product per capita of countries of, comparison ‘of, with 
Italy 676, 679 
I cnassenonaiilaie eine edniiidaiiabeaianettsinds le 37, 38 
Infrastructure : 
Construction in, status of programs for, chart and report on__ 422-423 
Consideration of cost sharing of ~ 32 
Problem in, explanation of (see also Infrastructure) 32-37 
Integration of forces of, effectiveness of 241 
Integration of forces of, training for —548 
Jet aircraft procured offshore for 100 
Rens. Se, CIE OTN ee eit aa é 393 
Legend and explanation concerning 43 
Limitations on United States aid to 99 
Lisbon, comparison of accomplishments prior to, and goals subse- 
quent to 
Lisbon goals for: 
Explanation of meeting of......_..._.........-... 28-31, 32, 156- 
SE, CCCI OIE eet reget eq ene 250, 251, 
DECREE Gln no Chk tbe earentinnrnenasanenanss 341, 
Achievement of 
Attainment of 
eee o of funds spent for, and funds requested for fiscal 


Lisbon. meeting of ministers of, Sicabnalbies of third slice of infra- 
structure program 

Logistic support for units of 

Long-term basis of program for 

North Atlantic Treaty Organization, maritime controls by 

Medium- term defense plan (MTDP), development of 


North Atlantic Treaty Organization, mention of coordinating office of __ 
Military assistance for, cut across the board 236, 239, 240, 337 
Military assistance screening process for, chart of 322 
Military Committee of, action of, on annual review_- 230, 233 
Military equipment programs for, objectives, scope and status of___ 398-399 
pe ge ERR nies eR Sas SE Siete ae 26, 27, 231 
Military program for 1953 and 1954, basis of 894, 403, 422 
Military requirements concept of 27 
Military requirements for, establishment of 36 
Military requirement study, MO 26/1, development of 26 
Approval of, by Council of Ministers of 27 
Military strength of: 
Addition to 99 
Appraisal of 
Mission of General Ridgway in 
Mobilization base for, facilities assistance for 
Morale in, report on ; 
Morale of, report on 426-427, 430 
Multilateral forces of, effectiveness of 237-238, 240 
National gross income yield of countries of, analysis of, by Tempo- 
rary Council Committee 





LXIV INDEX 


NATO—Continued Page 
Naval program for, explanation of 31-82 
Naval recommendations for, development and submission of 27 
Naval requirements of 
New weapons, effect of, on defensive strength of 
Objective for 
Objectives, Vandenberg resolution cited as foundation of 
Offshore procurement. (See Offshore procurement.) 

Org anization for military assistance to, chart of 
2aris meetings, April 24, April 25, and April 26, statement 
Harold FE. Stassen on 
Paris plan for, development and submission of 26, 27 
Personnel involved in, report of- 113 
Pledge of, to increase ground forces__-_ 230 
Pledge of, to increase number of aircraft 
Procurement cutbacks for, effect of__-- : 
Production capacity of, insufficient for military buildup 
Provisional goals for calendar 1953, approval of, by countries of 
Qualitative evaluation of forces of ipuaitbtgcstas, 29, 30 
Radar system in, nature of____- 548 
Regional planning groups for, establishment of____.______--__.____- 27 
Report of Supreme Allied Commander of European Forces, October 
1951, requirements for forces set forth in 
Responsibility for ia 
Strength of, review of progress i in, by the United States Secretary of 
Defense___ al 156-157 
Spanish integration into program of____ 527 
Steel production of, compared to Soviet bloc___....------_________ 144 
Stopgap legislation for, possible request for empanciinrenretuscoms die Uti skid ees OF 
Strategic bombing role of United States in__- 249 
Strategic plan for. (See Medium term defense sg 
Strength of, relationship to United States___- 144 
Targets established at meeting of, Lishon, F< ‘bra aury 1952___- idm Sey 24 
Tax problem in, deterrent to infrastructure program 34 
Temporary Council Committee (TCC) of: 
Establishment, composition, and objectives of 
Recommendations of, submission of ‘ 
Time element in, emphasis upon cae 28 
Total defense expenditures by category, plus Germany—chart of_... 369 
Three Wise Men, colloquial term for Temporary Council Committee of_ 27 
Trade control program participant_______~_- 120 
Training of forces of, status of___--- 29 
Training of units of, report of Gen. Matthew B. Ridgway on 231 
Understanding of United States programs by___-__----_--__---___~ 99. 104 
United Kingdom’s ability to furnish aircraft, objective of study of com- 
mittee of____- 
United States re pr esentatives to- f 
United States share in expenses of a 
United States troops in Europe under commitments to 

Norway, clearinghouse status of 

Norwegian vessels trading with Communist China, number of 

NATO Annual Review: 

1952, goals set for 1953 and 1954, in 393, 394, 421 
Significance of 392-393 

Naval equipment, Mutual De fense Assistance Program fof... 2. kk. — 845 

Naval fleet base, percentage in infrastructure program for 547 

Naval forces for NATO. (See NATO.) 

Naval forces for NATO, categories of 422 

Naval requirements of NATO 894 

Naval requirements for NATO, development and submission of 

Naval strength of Thailand 

Navy, composition of MDAP programs, source of Navy MDAP materials— 

ehart of__ aie < : 

Navy, Department of: 

MDAP, obligation of fiscal year 1950-53 funds, chart 
Relation of programs and expenditures, MDAP, table 
Status of programed funds, MDAP, fiscal year 1950-53, table 
Unobligated balances, MDAP, fiscal year 1950-53, table 


o7 
= 
28 





Navy, Japanese, strength of 
Near East (see also Middle East) : 
Assistance to, recognition of need for 
RE FI Bi ili he ise <ppicicicnenenintieticemctwscscaitceniinienpitnes sadn 
Communist influence in 
Contingent nature of aid to . 719, 720, 723 
Economic assistance to, conditional upon defense contributions_______ 184 
Fiscal year 1954 mutual security program for, nature of 146 
Fiscal year 1954 program funds for mutual development and technical 
progress programs in 152 
Gross national product per capita of, comparison of, with Greece, 'Tur- 
key, and Portugal 725 
Inclusion of assistance for Israel and Arab States in fiscal year 1954 
OR en a ee i a 201, 202 
Inclusion of Israel and Arab States in funds for_ 791, 792, 812, 815, 818, 819, 833 
Instability in, conditions contributing to 1037 
Irrigation projects in, statement concerning 1038-1040 
Military aid to, advisability of 
Military aid to, concept of 
Military equipment assistance to, advisability of 
Military missions in, desirability of 
Military program for, explanation of 
Amount of 
Mutual defense materiel and training assistance for, amount of fiscal 
year 1954 
New concept of foreign 
Overall situation in, request for 
Palestine refugees in. (See United Nations Relief and Works Agency 
for Palestine Refugees in the Near East.) 
Percentage comparison of fiscal year 1953 with fiscal year 1954 pro- 
gram for 193-194 
Policy of Department of State concerning 723, 724 
Point 4 program in, request for detailed information on 194-195 
Promotion of development of regional defense organization in 146, 180 
Reference to situation in 58 
Refugee problem in 824-830 
Soviet danger in 720, 721, 727 
Special economic assistance for, explanation of program 812-843 
Special economic assistance for, fiscal year 1945, amount of 191-192 
Technical assistance program in, explanation of... 791, 809, 909-914, 924-930 
Unit treatment of 791, 792, 812, 813, 818, 819, 833, 835, 1042, 1044 
Utilization of Mutua] Defense funds for 339 
Western prestige in, status of 
Near East and Africa: 
Economic assistance for the, amount and purpose of .724-725 
Economic assistance for, comparative summary of obligations_____.__ 923 
Factors affecting military assistance to, explanation of. 
Military assistance requested for, amount of 
Military assistance requested for, factors determining application 
720-722 
Military assistance to countries of, upon joining regional defense or- 
ganization 
Military equipment in fiscal year 1954 program for, proviso concerning 
720, 725 
Situation in, description of by the Acting Assistant Secretary of State 
for Near Eastern, South Asian, and African Affairs 719-727 
Special economic assistance for, amount of 812 
Justification for 813-814, 826 
Special economic assistance for, amount requested for 
Technical assistance program for, comparative summary of obliga- 


Training program in 5, 706 
Near Bast Defense Organization, possibility of planning for 
Nepal. (See Asia, South.) 
Nepal, technical assistance for, fiscal year 1954_ 





LX&VI INDEX 


Netherlands: 
Clearinghouse status of- 
Economic and military factors in, statement for the record on 
Jet aircraft production by, contract for 
Joint responsibility of, for first slice of infrastructure program_-_-__- 
Member of Coal and Steel Community and European Defense Com- 
munity cvaseett 
Parliamentary status of ratification by, of European Defense Com- 
munity Treaty. _ ~~~ e 
Position of, on East-W est trade__ 
Ratification of European Defense Community Treaty, status of 
Share in second slice of infrastructure program____-_ 
“New countries,” (See Middle East. ) 
New York press, accuracy of. 
New York Times, classified information i in_ 
News stories, accuracy of__- 
Newsweek, raids in Communist China, report of, in 
Norstad, Gen. Lauris, appraisal of aircraft by 
North Atlantic Council (see also NATO; NATO Annual Review) : 
Accomplishments at meeting of, April 24, 25, and 26, 1953 
Agreement of, to concentrate on effectiveness of divisions_.__..._...._ _~ 36, 
144-145, 230-231, 342 
Attitude of, toward Soviet peace offensives 5D 
Composition of 25 
Headquarters of - ees 25 
Infrastructure program review ed by, annually 403 
Infrastructure program, for 3 years approved by 423 
Meeting of, Paris: 
April 1953, accomplishments at 
Reference to-_ 
Military C ommittee of the: 
Composition and United States representative to 
MeaGuuarters Of. ss. 
Military Representatives Committee, relationship to Military Commit- 
tee of ___- 
Modification of fiscal year 1954 program after meeting of 
Next meeting of, review of progress in unification of Europe at 
*articipation of, in infrastructure control system 520, 528, 532, 5 
Reports to, basis for determination of defense expenditures 
North Atlantic Treaty, signature of 
North Atlantic Council : 
Standing group of, participation of, in infrastructure control 
system____ 520, 528, 532, 
Standing Group of the Military Committee of the, composition, head- 
quarters, and operations of 
Unanimity of action by _-----= 
Weakness due to requirement for 
United States delegation to meeting of, April 1953: 
Hon. John Foster Dalles, Chairman 
Hon. George Humphrey 
® Hon. Charles Wilson 
Norway, economic factors and defense program in, statement for the 
record on oS 697-699 
Objective. (See Mission.) 
Objectives in FPurope 
Obligated funds, amount of, March 31, 1953_.--..._--_____ 214, 255, 256, 257, 260 
Obligated funds for military assistance, estimated amount of 261 
Obligation of funds, time lag in 265 
Obligational authority : 
Explanation of new policy in requesting, smaller than proposed 
expenditures : 
Military necessity for 250-251, 259-260 
Obligation : 
Army definition of, concerning funds______--.-.-.---..-----.----.. 111 
Definition of Mutual Security Agency_____.___.--.-----..-.-.....-. 1247 
Obligation, of funds, definition by Comptroller General____._._.__-_-__. 1119, 124s 
Obligations. (See Unobligated military assistance funds. ) 





INDEX LXVII 


Obligations : Page 
I OU aie anhalt ott enenasesbsennne crane inisdioedehe otkht ls edhe aes 260, 378-379 
Amount outstanding 
Bookkeeping entry only 
Concept of 
Cumulative as of June 30, 19; PRicuise,. did ikl adh 
Cumulative, for military assistance, amount of, March 31, 19: do. 256, 269 
Department of Air Force, fiscal year 1950-53, MDAP, table 1191 
Department of the Army, MDAP, fiscal year 1950-53 funds, table 1194 
Department of Defense directive on 1201 
Department of the Navy, MDAP, fiscal year 1950- 53 funds, table 1196 

Obligations for Europe, amount and nature of, chart of____- 1245 

Obligations for Europe and Far Eastern programs combined, chart of-... 1246 

Obligations for Far East, amount and nature of, chart of 

Obligations for materiel to be delivered from stock, Department of Defense 

directive-statement for the record 

Obligations of funds, for technical and economic assistance, comparative 

summaries of 923-924 
Obligations of funds, rules established by the Comptroller General__..._._. 1201 
Obligations : 
Definition of _..... 260-261, 268 
Latin America, comparative summary, by country, table. pla. See 924 
Military (see also Unexpended funds, use of, plans for) amount of, 
projected 263, 270-271 
Near East and Africa, comparative summary, by country, table______~ 923 
Projection of, for fiscal year 1954, chart of 1245 
Objection to 38 
Postponement of delivery, effect of, on- 
305 
Ratio of, to expenditures____~- sanpienaeenlglipien deli ldalidan thd die bil acld thihininl SP aa 
South and Southeast Asia, comparative summary, by country, table.. 923 
Status of: 
Department of Defense_..._.....---~-~- 
Mutual Defense Assistance Program, table__ é : 
Technical assistance, amount of, as of Mar. 31, 1953____--_____- 792, 806 
TOA, worldwide, comparative summary by major project category, table 915 
Timelag between deliveries and explanation of 331 “832 
I Tack ak Ait eempaieieensenerne ores 272 
Total amount available for____- 267-269 
Treatment of procurement orders as, letter to ‘Sec retary of Defense 
from Comptroller General__ gi ta. Dee ees --. 1199 
Unexpended balance of funds for, amount of. ‘ 878-379 

Obligations of military assistance funds, temporary halting of 270-271 

Obligations on basis of value to be received, policy of _..... 257, 262, 265, 275 

Obligations for military assistance, comparison of amounts of, in January 

1953 and December 1952__- : 835-336 

Obsolescence of military equipment __. ie ‘ ..... 298, 299 

Gia Ceaiae ee Sener 1163, 1164, 1165 

Ocean freight, Mutual Security Program for fiscal year 1954, statement for 

the record 

Ocean freight, voluntary relief supplies, fiscal year 1954, budget estimates 

and program, table 

OEEC, United States representation in 

Offensive, NATO buildup not for 

Offshore procurement : 

Airplanes in Italy (see Aircraft, production of, in Italy). 
Agreements for aircraft, pattern for other types of 


> 


Air Force MDAP, fiscal year 1950-58—chart 

Ammunition contracts in Europe, amount of 

Amount of, anticipated in fiscal year 

Amount for 

Amount of, fiscal year 1954, for French forces and Associated States 
forces in Indochina 

Amount of, in Europe 

Appraisal of program for, by the United States Secretary of Defense__ 





LXVIII INDEX 


Offshore procurement—Continued 
Authorizations for, in Europe 
By country—chart of 
By service and commodity—chart of 
Increased use of, characteristic of new administration 
Comparative costs in, basis for computation 
Contracts for: 
Amount of 
Economic and pclitical considerations in awarding 


Page 
38-39 


23, 224 


235 


To American firms___...______-_- nib ee Saat 113, 114 


Control of product in 
Cost of, relative 
Cumulative total 
Defense Department views on__~_~- 
Deficiency list items purchased through 
Deliveries under, amount of 
Dollar receipts of Europe affected by 
Economic advantages of___ > 
Effect of program for, in N ATO. 
— iency in production increased by 
Financing of j 
Industrial buildup through_ 
Inflationary effect 
In France, effect on dollar shortage. 
In Taipeh 
Japanese production capacity in relation to 
Lead time, effect of, on deliveries of 
Local administration of, advisability of 
Magnitude and results of_ 
Measure for filling dollar gap____- 
Military administration of, advisability of 
Negotiations for, in Japan____- 
1954 program for__- 
Objectives of program for_ 
aris office for 
Price ceilings effect on contracts for 
Program for, to result in reduced foreign aid 
Price determination in 
Price policy in, explanation of 
Procedure, NATO countries—chart of 
Productive capacity of Europe to meet, chart of 
Reference to 
Program, European productive capacity to meet a balanced, fiscal 
year 1954—chart of 
Programs, fiscal years 1951-53, value of contracts placed by service and 


309 
101 
1228 


400 
218 
244 
2,3 
111 
278 
244 
224 
169 


55, 472-473 


on 


477 


47 


country of procurement—chart of Facing 448 


Program in Italy, testimony concerning, by Ray C. Ellis, vice president, 


Raytheon Manufacturing Co., Boston, 881-883 


Results of 
Standardization of equipment in 
Subsidization of, with counterpart funds 
Target for, amount of 
Value received for dollars spent in, policy of. 
Value received in 
Yugoslavia, ¢ 
Offshore procurement of aircraft, results of 
Offshore procurement of ammunition 
Price difficulties on contract for 
Offshore procurement of artillery, ammunition and semiautomatic weap- 
ons in France, fiscal year 1954 
Offshore procurement of jet aircraft in United Kingdom, fiscal year 1954__ 
Ogg, W. Raymond, American Farm Bureau Federation, statement of. 
O'Hara, Brig. Gen. John J., Deputy Director, Military Assistance Division, 
Headquarters, United States European Command, statement of 
O’Hara, R. E., Office of the Secretary, Department of Defense, state- 
ment of 


408 
279 

224 
259 
275 
438 
673 
279 
353 
279 


151 





INDEX LXIX 


Page 

Ohly, John, deputy in charge of programing, for Mutual Security Agency_- 188 

Oil exports by Communist China_..._-...-_- nin arbebtentenes 126 

Oil, Soviet production of, increase in — Atinanes 410 

Olmsted, Maj. Gen. George H., former Direct tor, Office of Military Assist- 

ance, Department of Defense : 
Statement of 
Visit of, to Yugoslavia 
Organization of American States : 
Fiseal year 1954 program funds for- ‘ " a 
Technical assistance program of, amount of funds requested for, 
fiscal year 1954 ae ee Helse Gn epetilinnee Ge 
Technical cooperation program, United States contribution to, re- 
port on_ 

Organization for European Ke conomic C ooperation (OEEC 
Legend and explanation concerning__- wih ae ‘ = 43 
Membership in, advisability of_ oui . iciesidees ... 306-307 
Meeting of, results of- ’ eee hea 41, 45, 59 

Coordination of policy on ___-. ail de s _. 45-46, 55 
United States position on amanda Pein sandhill 46 

Organization for military assistance, } NATO countries—c hart of. ae NT exits 318 

Organization structure of MSP, simplification of pledieiaittiael - 113, 277 

Orient. (See Far East; China; Southeast Asia; Asia.) 

OSD. (See Defense, Office of the Secretary of.) 

Ottawa: 

NATO meeting in, September 1951, objective of__- 

Infrastrueture cost, consideration of_ tibial : 
Outbidding the enemy for strategic materi: ils, possibility of ‘finane ing- 
Overhang (see also Carryover; Hangover) : 

Amount of - as ia 

Expenditure of . 

loxpenditures to be m: ide from 

Explanation of policy of reducing 

Explanation of 


Raa F 


to hoe = toe 
Se ee 


Reduction in, projection of ~ ~~ 

Reference to testimony of Hon. George M. Humphrey, Secretary of 
Treasury, on a oa ' 

Source of- . 213-5 


“= 
= 


Overseas duties of and pay for field pe rsonn nel, question of__- ... 848 
Owens, Thomas R., chairman, Foreign Affairs Subcommittee, C 10 — 
tive committee, statement of____- sisi 
Pacifie (see also Far East ; Subcommittee on 1 the F ar Bast and the P acific) : 
Percentage comparison of fiscal year 1953 with fiscal year 1954 pro 
gram for me 193 


Pacific Army, Japanese armed forces integr: ition into, impractie ability ol 
Pacifie Pact: 

Attitude of Philippines toward 

Baguio meeting con*erning- 

Development of__- 
Resistance to 
Package foreign policy 

Pakistan : 
Carryover in funds for technical assistance for, amount of______- 1065 
Ecoromic assistance for, amount of__ Lawnttiawleatcei MOT, 1077 
fconomic assistance for, fiscal year 1954, amount of. gat 2s 

Exports and imports of ‘ a SO-S1 
Exports of, to Communist China 75, 122 
Famine in, aid to avert wen: 150, 196 
Fiscal year 1954: 

Aid program for, reduction in_...._..-_--- 

Program funds for mutual development and technical progress 

programs in 

Recognition of Red China by 
Relationship of United States to__.__ 
Similiarity of situation in, to that of India__ Lis 
Special economic assistance for, amount and purpose of__ 


83064—53- ——87 





LXX INDEX 


Pakistan—Continued Page 
Special economic assistance for, amount of 904, 905, 935; 945-946 
Special economic assistance for, fiscal year 1954, amount of____---__ 191-192 
Special economic assistance to 790, 800 
Study of situation in, appointment of Dr. Harry Reed, Purdue Uni- 

versity, to make_- 
Technical assistance for, explanation of. need for__ 
a hnical assistance for, fiscal year 1954, amount of____~- 
rechnical assistance program in, justification for__ 898-899, 900, 902, 908, 904 
Vessels trading with Communist China, number of 74 
Pee ae Ona Oe. ee J 75 
Water dispute with India____.............._ 203-204 
Palestine, current armistice lines, approxim: ite area under Israeli control 
and Jewish area, map of nates walitasaen Bond 
Palestine Refugee Aid Act of 1950, contr ibution to U. N. under, amount of_ 812 
Palestine refugee program, statement of Acting Secretary of State Walter 
B. Smith—_ ; eithmmibcmercignene bes bi -817 
*aley report, reference to_.......-~~~- 1096, 1101 
Panama: 
Control over movement of vessels by-- : wtiiitels? . 16 
East-West trade controls by bw disk ha 12% 
*antaleoni, Mrs. Guido, Jr., Chairman of United Sts ates Committee for 
United Nations International Children’s Emergency Fund____ 660-661 
Paratroops, existence of in Greece and Turkey-_-_- 
Parelman, Samuel T., Special Assistant to the Assistant Secretary of State 
for Far Eastern Affairs, Department of State, statement of 760 
Paris meeting of NATO ministers, infrastructure costsharing, considera- 
S&S Ae ’ : 82 
aris plan, deve lopment and submission ial arubedtiidodtinted eh Siti ahi 26, 27 
Paris, Procurement Division in__._._-.._._------ even . Seah decid 224 
*arliamentary situations, estimates of, necessity for (see also. European 
Defense Community Treaty )------ ip dicta Sims dbebesdoldbbabachlild 70 

Partition plan in Middle East, explans ation of effect of __-__-___ 1087, 1088, 1045 

Peace, just, objective of United States policies__._...__.- _- 182 

Peace, loss of, prevention of 

Peace offensive of U. 8. 8. R.: 

Effect of, on NATO members_-_-- se Sd al Lh nh 
Insincerity of_..~-~- _— 243, 343 
Sincerity of. ~~ 815 

Peace offensives of U. , North Atlantic (¢ Youncil attitude toward____ 155 

Peace: 

Overtures of Soviet Union, effect of, on western defense planning_. 108-109 
Strong position from which to negotiate, desirability of i. 293 
United States initiative for 144 

Pearl Harbor, preparation for- y ‘ / 293 

Pension funds, use of____--~- 281-282 

People-to-people approach in foreign assist: ance, “preference for 

Performance. (See Schedule of performance, ) 

Permanent Council of NATO. (See North Atlantic Council and NATO 

Council of Permanent Representatives. ) 
Personnel: 
Ceilings established in Department of Defense_____-_- Te aiaiiae Aaa 
Comparison of State Department and Technical © ooperation Ad- 
ministration—chart__._~~-~- 
In Near East, study of 
Involved in NATO, report of 
Military. (See Military personnel.) 
Number of: 
Figures not available 
In Mutual Security Agency 
Problems of Military Assistance Advisory Groups in Latin 
America__- 848-849, 850 
Reduction of, in Mutual Security Agency 187-188 

Peru, bilateral agreement with 847-848, 850-851 

Pescadores, raids on Communist China from, denial of 

Pesos, proposal for United States acceptance of, for use in Philippine 

Program _- 





INDEX 


Peterman, Ivan H., statement of 
Philippines : 

Act for international development progam in, amount of funds re- 
CIE nn sites es cidinddaginttcibindin Garisiclinsahistteisth Dialga acting ili 

Armed forces of, mission of 

Attitude of Chinese in 

Attitude of, toward Pacific Pact 

Battalion of in Korea 

Counterpart. used. in... .nnsccsdacd pnd ihaephalheatteelts pihccaaselaihien di 

Defense expenditures of 776, 783-784 

Defense support program for, explanation of 780-781, 783 

Economic programs for, statement submitted by Mutual Security 
Agency 

Equipment aid to 

Fiseal year 1954 aid program for, amount of 

Gross national product of, comparison of, with Thailand 

Independence of 

Integration with South Eastern Asian problems, desirability of... 

Possible leader in integration of southeast Asian problems_____--~-- 

Program for, emphasis on technical assistance in 

President Quirino of the, quotation from concerning “Asians fighting 
Asians” __ 10 

Recognition of Nationalist China by 8 

Situation, objectives, progress, and problems in, explanation of_._.. 780-781 

Tax-collection system and rates, improvement of, in the 

Troops of, in Korea, equipment of 

United States contribution to 

Philosophy underlying western defense planning 

Pilot training. (See Training, pilot.) 

Pipeline (see also lead time) : 

Agreement with France on, explanation of discrepancy in testimony 
on 
Reference to 
Lead time on development of program for and construction of 
For Buropean and Far East programs combined, chart of 

Pipeline for transportation of gasoline and fuel, stalling on 

Pipetine, in country aid, at end of fiscal year 1953___- 

Pipeline of unexpended obligations. (See Obligations; U nexpended funds 

for obligations. ) 
Pipeline : 
Use of, reference to, on chart 
Utilization of MSA funds for country aid, 

Pittsburgh, accessibility to air attack of_____--__- 

Pledges and contributions to UNKRA as of May 26, 19% 53—table 

Point IV. (See Technical assistance. ) 

Point IV assistance to Near East and Africa, nature and purpose of 
Governmental role in ceil iets de athe stialnetalh anita 107 
Program, American business partic ipation in- ataicenne 

Point IV program in Near East, request for detailed information about__ 194-195 

Point IV program, location of 

Poland: 

Aggression in, mention of 
Reference to World War II situation in 
Vessels of, blockade against, by Nationalist China 

Polish, Rabbi David, letter from, to Hon. Marguerite Stitt Church, M. C., 

aid to Israel and the Near East ‘ 

Polish ships, use of, for shipment of strategic goods to Communist China_-_ 

Polish trade with Communist China, amount of 

Pepulation basis for breakdown of economic assistance to India and Pak- 

istan__ 


Population of anaes 

Population, trend in European countries____.....--~- 

Port Arthur, tonnage through, to Communist China, request for 
Port closure of Communist China 





LXXII INDEX 


Portugal : Page 
Clearinghouse status of__- is dies ; awn sl sie, 45 
Keonomic factors and defense program in, statement for the record 

oa. J! 4 tts Lidis tS wou TOO 
Exclusion from third slice of infrastructure program “ 
Gross national product per capita of, comparison of, with ‘the Near 
Bast _- saad bids Bak 
Gross national produce t per capita of, comparison of, with other NATO 
countries___-_- ow See eee ee 
Not a member of. Council of ‘Burope____- 

Postwar conditions, prevention of pattern of____~- 

Precedents, application of, from one administration to another 

Preparedness, military (see also Military assistance). 

Emphasis of program on 
Preproduction plant expansion in Europe i 
Presentation of fiscal year 1954 program, outline. of proposed manner 
Gli Messi é 312-314 

Presentation of Mutu: ul Sect ur ‘ity Program_ i _.... 71, 57, 62, 64, 70, 66, 141 
Presentation, postponement of, pending receipt of statistical informa- 

eee ihn De Dai asd J 383-387 
Presentation of progr: im, manner of______- 
Presentation of program for fiscal year 1954. (See Long- term basis of 

MSP.) 

Pécneniation of program on country-by-country basis_____— 

Presidential approval necessary for release of additional funds for military 

assistance_ Sind SESSES Suid 

President, U nited Sti ites (see also E isenhower, ?p resident Dwight D.): 
Determination by, required for transfer of program funds____- 64 
Message of, concerning Mutual Security Program for fiscal year - 1954, 

reference to AC Lali, SL ; ... 142, 149 
Orders of, to United Sts ates 7th Fleet ; ‘ 131 
Veto right of, on individual items, proposal for oN stats 284 

Press. (Sees News stories.) 

Prestige of the West in the Near East, status of__ : 2 i. 146, 195 

Price ceilings, offshore procurement affected by__.------ uid. 224 

Price determination in offshore procurement_____ 446, 45 50, 1 51, 452-4 565, 472-473 

Price difficulties over offshore procurement contract for ammunition_____ 279 

Price policy for offshore procurement, explanation of__--__—__ ._ 472-473 

Price system supported by the Grange. é 590 

Prices, comparision of, for items procured offshore with U nited States_ pales 485) 

Prisoner-of-war camp. (See Koji Island.) 

Private capital: 

Increased reliance upon, characteristic of new administration_______ 53 
In Latin America_____- Tee ep ESTES 147 
Lack of, in the Near Kast £isb ob pidls HIG IES 830-831, 835 
Private investment abroad, administration policy on ._..-..... 160-161 
Private investment in underdeveloped areas, statement submitted by Hon. 
Stanley Andrews, Administrator, Technical Cooperation Administra- 
RUTNS,. cng and mariidigh did 

Private investme nts abroad: 
Encouragement of sles . ’ meres _... 795-796, 808 
Encouragement of, centr: ilized organization for, advisability of — RNn2 
Factors affecting sai wo a ‘ 801-802 

Private investments, encour: igement in use of bi Adi nd idl 106-107 

Procedure : 

Category approach versus regional basis, consideration 

Classified testimony, permission granted for editing of ‘ 
Clean bill, use of, for fiscal year 1954 Le oS 2 BOO 
Five-minute rule for questioning witnesses, reversal of. fteeik 231 
Questioning, delay in, until completion of statement__ 529-530 
Questioning of witness to begin with junior members____________- _ §29-530 
Staff participation in answering questions_- 518-519 

Procurement : 

Better scheduling of, concept of____-__- ‘ ._.---.. 287-288, 289 
On basis of value received, policy of__ ~~ 275 
Of military equipment, responsibility for___- 321 
Procurement officers, instructions concerning prices to be paid___ 21 





INDEX LXXIiI 


Production (see also Industrial capacity; offshore procurement) : 

Asian nations’ capacity for 

Capacity for aircraft, in Italy__—- 

Capacity for, use of, where it exists__ 

Capacity of, in Germany __-_-_- 
Procurement, centralization of 
Production : 

Conversion of, in wartime- / +4 

Development of new policy on__--..------- 

Duplication of, extent of 

European capacity for, stimulation ‘of 

European, consideration of, in toto 

juropean, request for chart showing_-_- si i 

Expansion of, after Korea_ naaaiinge 247 

kor joint defense, extent of __ sf 356 
Priorities for military equipment, responsibility for establishme nt of 321 
Production : 

Free world shift in pattern of, making it independent of Soviet bloc 129 

Halting of, temporary_____.--------- ! 270 

Increase in Soviet. ..-----__~_ i L 411 

In Italy, improvement in ; he - ad ; 676 

Japanese capacity for_ Ad aa w talen taeheeat ed th 2,7 

Of military end items, expectations: concerning plea pea 58 

Multiple base for, recommendation of evaluation terms__-—_-~- 198 

Nature of; suitability to defense requirements of___- ; __. 856-357 

Review of local, in screening process- oO ih 1s 356 

Schedule of, study by Department of Defense ‘ 361-362 
Production capacity of NATO: 

Use of “ bs 394 

Insufficiency of, for military buildup___- LoS ale 394 
Production facilities, lack of use of, for stockpiling__- ; 246-246, 247 
Productivity and technical assistance program, for Europe- 1126 
Program: 


Approved, definition of page d 268 


Mission of__—_ cence : 317 
Principles and procedures followed in developing 397, 421 
Programed funds, status of, Department of the Air Force, NDAP, fiscal year 
1950-53—table —_ 
Status of, Department of the Army, MDAP, FY 1950—-53-—table 
Status of, Department of the Navy, MDAP, FY 1950-53—table 
Programed items, explanation of meaning of__ ~~ - 
Programs: 
Approval and implementation of 
Degree-of integration of__..___-- : . aks 
Propaganda, against Nationalist Government of Cc ‘hina __.. 764-765 
Koji Island prisoners’ instigation of incidents for_- we 16 
Propeller-type planes, production of, in Europe- C a2 370 
Protocols to European Defense Community Treaty, Negotiation and 
CIEE Oe eee . 51-62, 538. 59 
Acceptance of, news stori ies concerning : 66 
Ratification of______--_- : pate : 55 
Provisional goals. (See NATO.) 
Public opinion, effect of, on morale_ 
Quantitative control classification of materials e rs 86, 87, 95, 12 
Quirino. President, of the Philippines, quotation from, concerning “Asians 
fighting Asians”’_.__- se , 10 
Radar facilities provided “under MDAP “memorandum submitted by De 
fense Department____ - ; . set 548 
Radar nets, NATO need for_ " antes does ; 36 
Radar networks. (See Infrastructure.) 
Radar system in NATO, nature of wx Mee) Se FS ees MABE 548 
Recommendation of SHAPE for zo 548 
Radford, Adm. Arthur W., Commander in Chief of the Pacific Fleet, re- 
quest for testimony of a etude 752-754 
Statement of- akc ak Saas De ae 
Raies, Norman W., public relations consultant, Ww ashington, D. C., state- 
gt eee el . : 628, 633 





LXXIV INDEX 


Page 
Rand, William, Acting Director fer Mutual Security Agency 107, 188, 189 
Rand, Hon. William M., Acting Director for Mutual Security, letter to 
Hon. Robert B. Chiperfield, @n reduction in funds for extension of 
Mutual Security Program __-__-- pi ee 
Rapport, magazine, discontinuance of __ 
Ratio of defense forces to offense forces, for mul: i for 
Rearmament program, Grange support of-__- 
Rearmament program in Japan, encouragement of ; 
Reciprocal Trade Agreements Act (see also Trade restrictions ; Tariffs, 
protective) : 
Extension, reference to__--~- meres es ee ee ee 
Inclusion of, in package foreign Tih emis 
Red China: 
Mao Tse-tung, leader of, possible withdrawal of__-- 
Recognition of, question of 
Red China lobby, effectiveness of_.._._._....--~-~- pins 764- 765 
Red Cross, International, basis. used by, to de ter rmine violations of 
Geneva Convention _-_-—-~- 
Reed, Dr. Harry, dean of Agric ultural Se hool, P nirdue University, appoint- 
ment of, to make study of Pakistan situation. 
Reed bill, H. R. 1, 88d Congress, reference to 
Reeder, General, reference to testimony of, concerning ammunition situa- 
tion in Korea 
Reexports of strategic materials_ ‘ 
Refugee problem in the Near East 824-830, 926 
Refugee, program, expansion of, by application of Kersten amendment-_- 105 
Refugee situation in Berlin, relationship of food surplus to 
Refugees, aid to, MSP policy on 
Refugees. (See UNWRA.) 
Refugees. (See Arab refugees; Berlin refugees, ) 
Refugees : 
Contributions to, amount of , ._ 1041, 1042 
Dispossession of, in partition plan_____-__ 828, 829 
Fiscal year 1954 program for aid to, in the Near East 146 
Number of, in Near East “ . * ‘ 827 
Recruitment of ‘ salen ; 105 
Report on problem of_- 208-211 
United Nations efforts to assist, in the Near East 826-827 
United States expenditures on, table on__-~~-- ; 209 
Use of, on dam project in Syria_____ . 831-832 
Use of, on public construction in Iraq 
Use of, in public-works projects__ 926 
Regional basis versus category basis for Mutual Security Act, fiscal year. 190 
Regional defense organization in the Near East, promotion of ‘dev elopment 
of (sce also Middle East Command) - 146, 180 
Regional organizations. (See Baltic Pact, Middle East Defense Organi- 
zation, North Atlantic Treaty Ceara, Suropean Defense Com- 
munity, Coal and Steel Community. 
Regional planning groups for NATO, catabiiaicnent of . sense 
Reisner, John N., executive secretary, Agricultural Missions, ‘Inc., New 
York, N. Y., statement of__-- 
Remittances, private, amount and nature of 
Reobligation. (See Deobligation.) 
Reorganization of— 
Defense Department, plan for 
MSP organization, administration expec tations for_____- 
Mutual Security structures, necessity for 
Reorganization, President’s message on, reference to need for new 
legislation —_ 
Repatriation of kidnaped Greek children____-_-____ ine 9oRindhtsh wap encampment 
Report on: Submitted for the record on Associated States of Indochina, 
situation, objectives, progress and program in__ ~~~ 768-770 
Chinese plans for overaged and disabled military personnel__..__. 763-764 
Report : Comparison of Estimated United States Military aren in 
Europe for Fiscal Year 1953 





INDEX LXXV 


Page 

Report on dam construction in France, source of funds for 539 

Report: Relation of Britain’s Atomic Development Program to Estimated 
Defense Expenditures for the United Kingdom 

Report on Thailand expenditures for defense____-~~- 

Report: United States Military Organization and Procedures for Handling 
Military Aspects of Military Assistance in Western Europe and on the 
Military Defensive Strength in Western Europe and the Effect of United 
States Military Assistance Thereon, by Gen. Thomas T. Handy, United 
States Army Deputy Commander in Chief, United States European 
Command i i PR ad es ‘ . 395— 

Requirements plans. (See Force requirements. ) 

Reserve division, difference hetween combat ready division and____-__ 

Reserve, budget, temporary, funds held in sae Me aa 

Resources development, characteristic of new administration_ 

Resources, development of, in India and Pakistan_ attend 

Resources for NATO defense, provision of, determination of- 

Resources of Western Europe, objective to pool___- 

Restricted classification, definition of 

Rhee, Syngman, President of South Kore 

Important personality in Asia 
Question concerning statement of__-- 

Ribbentrop-Molotov Pact, reference to , 

Ribicoff amendment for reduction of personnel, reference e to (see also P er- 
sonnel ) 

Rice, control of, in Asia by 

Ridgway, Gen. Matthew B.: 

Attitude of, toward budgetary cut for fiscal year 1954 

Avaiiability of information to__.._._...------ Ai 
Availability of information to, on ammunition stoc ks ....._. 338-339, 
Commander in Chief of the United States Forces in Europe________- 
Comparison of recommendations by 7 eet aa! 428 
Consultation with, concerning fiscal year 1954 program : 
Evaluation of NATO forces by. _.-_--..----___- J Te. 
Mission of, in NATO___----- aus nial sf , 421, = 
Prognostication of testimony of 4 

Report of, on training of NATO units_ 

Schedule for testimony of_ 

Statement of_____- did dics chal 

Supreme Comander, Allied Powers in E urope____ 

Summary of his report on NATO__ 

Ridgway concept, ee of funds under the__- 

Rio treaty. of 1947. (See Inter-American Treaty of Reciprocal Assistance e 
of 1947.) 

Risks involved inbuilding up military supply potential abroad, considera- 
tion of ates idinbcdipbiie meme bi _. HO6—D5OR8, 5 

Rhodes, air base at, use of iar wialellll Li 

Roberts, Hon. Owen J., P resident, Atlantic Union ‘ ‘ommittee, on extension 
of Mutual Security P rogram, Statement by_- ; aid. ; 

Robertson, Hon. Walter S., Assistant Secretary of State for Far Eastern 
Affairs : 

Background of ‘ ‘ ’ x 731 
Statement of_____- 5 4 

Rockefeller Committee, mention. of 

Rocket launchers. (See Bazookas.) 

Rockwell Manufacturing Co., recruitment of refugees by L 

Rodimon, Capt. W. S., United States Navy, Foreign Military Aid Branch, 
Material Control Division, Office of Chief of Naval Operations, state- 
ment of _- u Jie Fin: tT 

Rome, Treaty fo r EB uropean Political © ‘ommunity, consideration of, at_ 

Rubber : 

Battle Act category C item_ ~~~ 

Communist China imports of____- 

Exports to the Soviet bloe, amount of 

Importance of, to Southeast Asian economy - 

In Ceylon and southeast Asia, advisability of financil ing r bids: for. 
Shipments to Communist China seed 

Synthetic, expansion of production of, in Soviet Union 


37 
Ss 


4 
1 



























































































































































































LXXVI INDEX 


Page 

Russell, Brig. Gen. Sam C., Deputy Assistant Chief of Staff, G-4, Depart- 
ment of the Army, statement of___- Fie dedi wee 458, 1207 

Russia (see also Union of Soviet Socialist Republics: Soviet bloc r: 

Conversion of ship into troopship for, in Belgium__---- --_~_- 135, 136 
Steel production of Bet L ld en acs ha 234 

Russian deeds, not words, st: iteme nt submitted by National Council for 
Prevention of War ’ u i 600 
Russian planes, number and capability of Va 237 
Saar, French concern with problem of__--- ; tutes 53 


Saigon, Chinese in sate ‘a Mita snbcbiinne dealt el 5 
Sanders, J. T., le wislative ‘counsel, National Grange, statement of 
Satellites, movement of aggressors through friendly 
Saudi Arabia (See Arab States.) 
Savings: 
Amount and nature, in mutual security appropriations for fiscal vear 
1953 and prior, letter from Hon. William M. Rand, Acting Director 


for Mutual Security concerning SS ed a Fe 788-790 
In fiscal year 1954 Mutual Security P rogram, pouree 66.5 50 ion best 215, 
993 232-233, ¥ gg. oor 

em tt eet > ered 

In personnel and trainees - wi CULE esas ei - 1241 
In Mutual Security Program, factors affecting Ls a shied die 260, 


150, 158, 158-159, 161, 166, 201, 223, 232-233, 238, 262, 296, 706 


Net accumulated defense (see also Funds) - Ski ube: 1229 
Savre, Robert M., Office of Regional American “Affairs, “Department of 

State, statement of Z bint a sa ahh ikl 849 

Scandinavia, weather conditions in, de trime nti ul to pilot training_ eh 120) 


Scheduling, concept of Ls § Go tigi ood Siugn) Oo BRIAR: 
Schedule of performance, request for, on deliveries of end items____--__ 
Schmeder, Lt. Comdr. C. E., Bureau of Supplies and Accounts, Department 





of the Navy, statement of______- ; i sie bl sobs 1195 
Schools. (See Training.) 
Schoolchildren in Western Europe, relationship of food surplus to______ 64 
School-lunch programs in Europe, relationship of farm surplus to____~__ 64 
Screening process: 
Development of military assistance program for NATO countries_. 322-323 
Factor in delaying deliveries in Mutual Defense Assistance Program 335 
Military assistance (NATO countries)—chart of-..--..__-_.__-___-- 322 
Repetition of, in the event of cut in program______________ wLteai 358 
Review of local production in____—_- E 2356 
Schuman plan. (See Coal and Steel Community. ) 
Sealanes, iaietatinte to Communist China via Be tie) elles tials ... 73, 74 
Secrecy of information, protection of_____-~ Osea dbl “196, 197 198 
Secret classification, definition of na ipa ainiinakee nihaiaelaia aa 197 


Security Advisory Group in Japan____-_-_.-------.---._-__.-u- : ud, 2 
Security, basis for: 
Nee ee enn a ce cnernsnneessieeaesnens iii tnctiltabishbath 37, 70, 71 
Diehiien Becwsity, Paneth cas le be ee 142, 144 
Security check of trainees coming into the United States under training 
PRONG A. ig 8 ot aici toa hati iddiinle pha sli glade ane TR 
Security of United States, effect of economy on ip dhtig ae eergh dies ttheeadeincaiee as =? Ee 
Selective service laws of France ee il ‘ 111 
Senate Investigation Committee, comme nt on nes gotiations by, in connec- 
On Withee ee ee a ies dite Luuelr <1 BO-O0, O1 
Senate Joint Resolution 78, reference to.___.-_--_____- st..ssar GAS; AI-Sis 
Serbia, Peoples Republic of (Engineer Dragoslav ee letter to 


WwW Pa is ie i iia elt bee avid aten be ses sph the i 973 
Seventh Fleet: 
Blockade of China by, effectiveness of_........-..._.__-___-______L 19 
Embargo of, purpose of, request for information on_______ Bak ae 136 
i arene OUTING one ab lp erable eke conacevansanuitcamaieiianoeaial 131 
Witheirawal of, front TWormoue.. ..... <<. on se Oh eee lke 14 
SHAPE (see also Europe, Supreme Headquarters, Allied Powers) : 
Participation of, in NATO Annual Review__.__..____..-_.._-_ 392-393 
Shady Gy, Of SPOclAl WOR sii eck hk — eek bie Renin dia ecosdesctinensis 223 


Sherman, Adm. Forrest, death of, effect on negotiations with Spain of__._ 





§ 
s 


——- =. Th TH Th 





INDEX LXXVII 


Ships. (See Vessels.) Page 
Shipping hazards in wartime, reduction of, objective of offshore procure- 

Oa se rr a a ae ceilidh nimapichtreaghianncenmadiaadiabe 278 
Shipping operators, support of program by__-_--.----.---.-------~----- 624-625 


Shipments. (See Deliveries.) 
Shipments to China, including Formosa, prior to June 1950, nature and 


NI CE ce wre a maa eaZ cece ol Bee tS ee 733-744, 758-759 
Shipments to Greece and Turkey i in Amerie an bottoms, percentage of____- 709 
Giininents te Indochitiea, wentus of. - 2 on oe eh i een de 772 
Shipments to Italy: 

Ammuoent and mature of. ee no oa ce us SRR ee 
Reference to chart on/and expl: ination i accibicietdacercseneteseniens 674-675, 680 
PI UEty UOT BARE: NIRCEE Cine ctciica nti dei sided sbmw tiem bd 782 


Shipments: 
Status of: 
To Lran, Greece, and Turkey, charts exhibited and explained on_ 704, 709 


For Formosa_-_-_-_-_- cee a eee eee addeiate cktgtlh inka, GO Ue, Geeee 
Value of, chart and explanation OG ninth thai eel Bi 328-329 
Ships: 
Expenditures for, by Western Burope_____---...--------------.- 355 
Greek ownership and registry of, report on___.-------------------~ 714 
European: capacity -to-produce.« . oc dedinwwenned tween kin wt ST 
Riese -time OResaseacssccsciicscs st LA ch bed watt 483 
TR Ol see mae cee cans ook dhe ane Ta iii hfe dibdidenite 710 
Production of, distortion in projected program for_....-_-------.... 356-357 
Types of; requirement in Europe. for.............-......-<__.-..-- 357 
Shishkin, Boris, director of research of the American Federation of Labor, 
teen lee abt Sak ae ce heme ee reli psi de nde ions cles 883 
Boes, weeny Of. ce wees. a2 ea. 2 a. se tc 419 
Serer eoCertnk- DOME TRG 88 6 oe is as dicen etnwenencencneneweneno~ teu 308, 309 
Signal communications, percentage in infrastructure program fepuicJis\? SF 
Simpson bill (H. R. 4294, 88d Cong.), effect of, on dollar balances_____~ 305 
Binganore:~ CRiRews Mica. cacenaqncas 2 CUR in ei nb iniine— 5 


Skubik, Stephen J., American Ukrainian leader, excerpt of state ment by. 632-633 
Slices, infrastructure. (See Infrastructure.) 


Slice of infrastructure program, meaning of__..-_.-._--_-~--~ 33, 34, 104, 510 
Smith, Mrs. David G., Midwest regional director, United States Committee 
Soe’ CEE ee 5 RCI cies tcc cbc enh, wists bithillthsslieigilciteralgid hintaan 638 


Smith, Senator Margaret Chase, questions of, and answers by Secretary of 
Defense Wilson, on national security and air defense, statement sub- 


erie tae omen TPO i i ttnsiscainen—e 1296 
oenrciee hens at RECN. WR COON a oon in i eh dictiiibcntheeee 128 
SU MINI, = UO eerie rmencieneeesennmnensahililinilediibliiyiiledibune 127 
Smuggling on coast of Communist China: 

BOON. nance ncn nutes encima tata < 127, 128 
a i eaeceteen atiadneseeneniinlaiibinas wipdpasliidicinidGitinemip 128 
Smyth, W. H., Treadmiller Corp., New York, N. Y., statement I 971 
South America, IN 0 a i ah salle tipi meisbioncietses 16 
South Korea. (See Republic of Korea.) 
Amount of shipments of strategic materials to..._........-..---____ 92 
Coal production of, compared to NATO_-.-~.----------_-~----.----- 144 
Pe, a Te es accra snc SIs ih actilcew tein isd aphishbitihn sitinsteroe 93 
Steel production of, compared to NATO__-------------_--- 144 
Reet. Ci icectttntnieesitinnib tees, Lea Stis taal eich done <ebnnicetsierns 229 
Trade of certain countries with, chart of_....................--.__- 80 
eee eanlsnentennseatinnagemennhibenlh Gisela glbiaitniibin 80-81 
Trade of freé: world with; cliart Of ssc ostks cic cts. eeccunn.... 79 
TRIN RI atin isk i YE he ol sii ancl tllinnieiselesenits 79, 80 
Trade with: 
Brae TU i a i reece tenhodaieoudidile 129 
ey -ee iced ee eel pert Als etn dite ideblannes 94 
Vessels of, trading with Communist China, capacity of.............-. 74 
Soviet bloc: 
Trade of certain countries with, 1951-52—chart of...........--.-__ 80 
Trade of free world with, 1948-52—chart of_......____.-._...._____ 79 
Soviet communism, world attitude toward_...._.....__-_-__ 148 


33064—568——88 





LXXVIII INDEX 


Soviet peace offensive : Page 
Effect of, on attitude of NATO__-_- . atu 155 
Insincerity ; a iii a ad 5 » B48 3 
North Atlantic Counc il attitude tow ard 

Soviet satellites : 

Control of, measures for 

Military strength of, defensive nature of 
Rebellion of, possibility of 

Troops of, disposition and strength of 

Soviet satellite aivisions, number of 

Soviet submarines in trust islands and Sov jet Pacific 

Soviet Union: 

Aggression by, possibilities of Ss i aie 

Atomic weapons production by, capability of cs ; 229 

Awareness of, to United States initiative for peace_____ 144 

Buildup of military strength, nature of__—_- 3 406, 407, 415 , 421- 422 

Combat effectiveness of troops of_..._..____-_--_-~~- s ’ 21-422 

Countermoves to, advisability of...._.._._.____-_ 

Economic factors affecting military strength of 

Expansion of production of synthetic rubber by 

Peace overtures, by, effect of, on western defense planning_._.__._._ 108- 109 

Forces of, defection of_- 433 

Industrial capacity of, destruction of____- 234-235 

Military pressures by, in the Far East_ ~~ 145-146 

Military strength of ; __.... 391, 406, 407, 411, 415, 421-422 

Defensive nature of ; 

Military threat of___- "227 

Naval building of, location of-__._.___- 

Numerical strength of military services of, compared to Soviet | 
Union- till ce nist lata 

Outbidding the, for strategic materials, 

Peace gestures, list of 

Soviet Union peace offensive, insincerity of__- 

Soviet Union: 

Power ratio in combat effectiveness between, and Western 

Europe_____- minced 407, 426, 431 

(See alsoce ombs it effec tiveness. ) 

Production of, increase in 

Stockpiling by_- ‘ 246, 247 

Threat of epuuaal. i 232, 244, 248-249, 315, 414, 415, 421-422 
Elements in... 891, 407, 414-415, 421-422 
European awareness of__- 412, 426-427 
In Middle Rast... 719-720, 721, 727 
To free world i cceiicin 1438, 168, 171 

War strength of___- 

Spain: 

Accession of, into NATO, advisability of 

Agreements with, negotiations for__..._.--.------------4------se 205, 360 

Aid to, mention of ebbaciiictintavesite 2 pli : 429-430 

Bidding for wolfram in Leelee. i Sey! 133 
Carryover for_. > we tee 2 i i J S60 

Defense support for, amount of____--~- 1077 

Defense support proposed for... __--- 683 

Exclusion of, from infrastructure program sihaiarhinabiaiinian 

Exclusion of, from mutual defense assistanc e program , 49 

Funds for, amount of- 

Funds requested prior to agreeme nt with, inadvisability of granting_— 360 

Integration of, with NATO program- ans i 527 

Lack of requirement for bases in, news 3 story on. 361, 366-367 

Military aid to, amount of__- 1077 

Negotiations with, request for information on 360-361, 366-367 

Membership in European organizations of, possibility of 

Military agreements with, negotiations for___..____- 

Negotiations with : 
For economic : ilitary ag 8, Status 316-317 
Status of. —- , 110-111 





LXXIx 


Spain—Continued Page 
Reference to program for___ ~~~ ‘vee 
Request for reauthorization of funds for, possibility of 
Status of negotiations with and estimated program for, statement for 
eee ie ge Oe ee eS | 
Spare parts: 
Allocation for procurement of for Army stocks___-_- 1207 
Japanese capacity fos production of__- 2 
Special representative in Europe, Paris (see also NA’ ro, Council of Perm: i- 
nent Representatives of), creation, development, and reorganization 
On ea ae te Se Ue a ed 663-669 
Special represent: itive ‘for E urope : 
Information division, discontinuance of, study of possible____- a 213 
Paris: 
Defense deputy reporting to, name of__ ; waltaiote phat (2 CRD 
MSA deputy reporting to, name of_____-- 670 
Special representative in Europe office, Paris, reorganization of, ev: alua- 
tion teams recommendation for_._._-_---~- Dehthadood 
Special representative in Europe, Paris: 
Sise. of, reduction inmoiuo. lc - ; wis pthdchnapbachbed 665 
Treasury deputy reporting to, name of __ : Bs pate Te 
Special weapons, testimony on eeveentertie 1234, 1235, 1236, 1260 
“Spent,” definition of, in connection with infrastructure- posited toad cciinan > ? TEE 
SRE. (See Europe, special representative in.) 
Staff of the Committee on Foreign Affairs, participation of, in answering 
questions_____ shies ._... 518-519 
Stalin, Tito’s quarrel with, questioned__ oe aoeae 69 
Stalling: 
Examples of, in France a uiloas 262 
On the job, foreign 261-262 
Standard of living, United States, effect of increased program on__ ~~~ 277 
Standard of performance or readiness for NATO divisions, lack of______ 342 
Standardization of equipment, offshore procurement effect on_ 279 
Standing group of the Military Committee of the North Atk antic Council: 
Composition, headquarters, and operations of__-_-_ uF d 25 
Force goal estimated by, reference to 351 
Standing group of NATO, participation of, in infrastructure control Sys- 
tem_. ied ........ §20, 528, 532, 538 
Stassen, Hon. Harold E., Director for Mutual Security: 
Advisability of trip to Near East and South Asia by__.__-.______ 189, 195 
Letter to Hon. Laurie C, Battle re Russian ships under repair in 
Antwerp_-_ whiag bread doch ot atdoea 
Relationship of position to. a ed ae 25 
Statement for the record, subject: Special W eapons k 1235 
Statement of_ Lindglinntllbbeieoeae -.----..... 41, %, 97, 119, 149, 187 
State, Department of: 
Administration of program by, possibility of............ _ 300 
Near East policy of au . .. 723, 724 
Responsibilities of, under Battle Act__ ; ; Luisi o OB, 188 
Simplification of, necessity for 165-166 
Size of, creates organizational prohlems 165-166 
Sphere of activities of____ ; 78 
Three Under Secretaries for, theoretical proposition for 166 
United States representative on International Coordinating Com- 
mittee_- a 138 
State, Secretary of (see also Dulles, Hon. John Foster) : 
Presentation by, of foreign policy aspects of mutual-security program 
for fiscal year 1954 
Statement of, concerning nec essity for defense contributions 
Status quo position of United States position as creditor Nation advis- 
able_ en tsps divine tbh Le ‘ ; 305- 
Steel : 
Crude, world production of, in 1952 
NATO eee of, compared to Soviet bloc 
Production_ ‘ wk ah ‘ wi 
Production and use of, by Soviet Ur mione23 146 al Li. 246,247, ¢ 


207 





Lxxx INDEX 


Steel—Continued 
Production in Europe, importance of__——- 
Production in India, amount of 
Production of, in Germany__~-_------~_- 
Production of, in United States, use 
Sterilization of debt, advisability of. - 
Sterling bloc, membership of Ceylon in_-.~-.._--.--.--.-...-- ~~ 
Stewart, Maj. Gen. George C., Director, Office of Military Assistance, 
Department of Defense : 
Letter from, to Hon. Frances P. Bolton, attaching answers by Secre- 
tary of Defense Wilson to questions of Senator Margaret Chase 
Smith on national security on ie & 1296 
Statement of___-- = '288, 317, 349 381, 550, 576, 674, 681, 733, 843, 1207 
Stockpiling program in ‘the Soviet Union_-_- : 246, 247 
Stockpiling program, lack of, in United States___-~-- wre 245-246, 247 
Stone, Margaret F., chairman, Citizens’ Committee for U NIC ‘EF, testimony 
ORs Stowe inn intiiiblnks atti, siti Bowe Mes! 600 
Stopgap legislation for N: \TO, possible request for- 
Stop order, by Director of the Bureau of the Budget 
Strasbourg, drafting of treaty for European political community at___ 
Strategic bombing, role of United States, in NATO 
Strategic goods, concept of...................... “ ‘A 
Strategic materials concept__-__---_------~- , wale . 124, 129, 135 
Decrease in materials in_ 92 
Definition of _- a ; 86- or 4 
Military judgment necessary to determine- 
Strategic materials: 
Control of shipment of, to Soviet bloc, ¢ 
Definition of._....__- ae 
Free world embrago on shipme nt of, to Soviet bloc 
Outbidding the enemy for, possibility of financing 
Quantitative concept on shipments of 
Reexport of 
Secondary, control of shipments of 
Strategic materials controls, success of 121 
Strategic priorities, request for percentage of deliveries in each of the._.. 335 
Stategic reasons for delay in deliveries of end items 382-333, 335 
Strategic shipments to Soviet bloc, amount in past year 92 
Strategy, global, relationship of Mutual Security Program to 241 
Stone, Margaret F., chairman, Citizens’ Committee for UNICEF, state- 
ment of 600 
Students, Korean, in the United States_ veil 4 
OE BOE a ieittitnsninenten 10 
Understanding concerning retarm to :boshees— dase cls alanis 10 
Under auspices of Fulbright Act 10 
Study Missions, Joint congressional study group in Europe, June 8-19, 1951, 
reference to_- 26, 87 
Subcommittee on Europe: 
Announcement of and invitation to meeting of, with Hon. James E. 
Dunn, Ambassador to Spain 252 
Hearings before, of Evaluation Team Chairman, proposal for 
Subcommittee on Far East and Pacific, meeting of, Mar. 11. 1953 
Subcommittee on Foreign Economic Policy, invitation to meeting of 
Subcommittee on the Near Hast and Africa, intentions of, to ask detailed 
questions___- 
Subcommittee on State ‘Department Organization and Personnel, meeting 
of, May 26, 1953 
Submarine. (See Antisubmarine; Naval requirements. ) 
Inclusion of, in program for Greece 
Loan of 
Soviet, i 


Suez Canal: 

Danger to, from military assistance to Egypt 

Desirability of settlement of problems concerning 
Supplemental Appropriation Act, restriction of use of local currencies__—- 1278 
Supply line of Chinese Communists, possible action to cut 





INDEX LXXXI 


Supportist status: 
CPN oe 
Sr rN i acct ce eeensitit 
Supreme Allied Commander Atlantic, coordination of, with United States 
military organization in Burope____- ttt tinea, 3 
Supreme Allied Commander in Europe, approval of, necessary for with- 
drawal of forces from European Army- pnnittptapas sleep 
Supreme Allied Command in Europe (SACEUR), name , of oldie at 
Supreme Headquarters, Allied Powers, Europe, coordination of, with 
United States military organization in Europe : 396, 
Supreme Headquarters Allied Powers, Europe (SHAPE), , este iblishment 
| SS Pee ae Sastacie si : f 25, 26 
Surplus, agric ultur: il: 
Encouragement of purchase of, by United Kingdom = _... 568, 564 
Sale of, to reinforce aes il Security Program, recommended by 
American Farm Bureau Federation Sh _.... 613-614, 620-624 
United States, export of to the United Kingdom (see also Table on 
Mutual Defense financing of surplus agricultural commodities) —___ 220 
Surplus commodities, United States, use of, in foreign aid program—____~ 297 
Surplus, definition of__..__-- hipile » Ser woe 220 
Surplus equipment, diffe rentiation of, from excess - equipment_ __.... 744-745 
Sweden, exports and imports of ; 80 81 
Clearinghouse status of 
Member of Council of Europe 
Not a member of NATO 
Switzerland: 
Not a member of Council of Europe 
Not a member of NATO 
Syria. (See Near East.) 
Syria: 
Dam project in, use of refugees on 
Military leaders in government of 
Taipeh : 
Arsenals in 
Convention of overseas Chinese at 
Economic program in, effectiveness of 
Industrial capability of 
Offshore procurement in 
Taiwanese, integration of, into military units of the Chinese Nationalists__ 
Tanks, obligations for procurement of ad 
Target dates for ratification of infrastructure agreeme miei... 
Targets of Mutual Security Program, discussion concerning, by Hon. Frank 
©. Nash, Assistant Secretary of Defense 
Tariffs (see also trade restrictions; Reciprocal Trade Agreements Act) : 
Commission to study, proposal for establishment of...........------ 
Tariff policies of United States, necessity for change_____~- 
Tariffs: 
Effect of, on international relations__.___..._._-~_- 180-181 
Protective, effect of, on foreign aid and defense efforts____._._.._------ 176 
United States policies on, international effect of 
Taxes: 
As percent of GNP, total tax receipts of all levels of g 
percent of GNP—chart of__...._.----_---_------ 
Basis for comparison of burden of 
Burden of: 
In France 3 151, 221-222 
In United Kingdom 9 te as 151, 221-222 
In United States sie’ ratchet te “SER 221- 222 
Collection of, amount of 294, 295 
Collection system and rates for, in the Philippines, improvement in..._™_ 788 
Excess profits, advisability of discontinuing_-___ 
treek shipowners living abroad not — to, i on 
In Italy, extent of 





LXXXII INDEX 


Taxes—Continued Page 
In NATO countries, request for information coucerning total burden 
of tiene . acca tah 49 
Items included in st: itistics on_ eu 4 376, 377 
Percent of gross national pet, table and expla ination of bs ‘ B75 
Rate of, in Israel ieee ies F 830 
Relationship of, to deficit ai bis iS Ja ieee 284 
Reduction of, advisability of_____ atl ’ Ld 299) 301 
Reduction of, in British Empire bidcb lias é - 175 
Uneven collection of Gs i D, 297 
Taylor, Col. Henry, Departme nt of the Air Force, state ment SOE F eae 457 
Taylor, Gen. Maxwell D., reference to 
Technical assistance (see also point 4) : 
Accomplishments and trend in program for ______-__-_-~ bina 798 
Amount of, proposed for fiscal year 1954____ ae ae ‘ 790 
Conditions for, development of.—.._._________- 203 
Congressional guidelines for. __ es 4 Red 792 
Contracts for, amount and nature of____- ‘ Vere 806-807 
Contributions of host countries, amounts of a > 793, 806 
Differentiation of, from special economic assistance_ Ls! 1 OBR, 
908, 904, 905, 913, 934, 946, 948, 949, 955, 1076-1077 
Europe____- ou ‘3 . i 
Expenditures for, lag be hind appropri: ations ‘of: 
a eatliaitieni SoU) Jeb cetied cael Ey ee 
Reasons for * : es Serres. 
Field personnel in: 
Amount of os , bicidy 5 plnabees » 793 
Percentage division of categories of__. sal des 798 
Problems concerning a bites tel 804 
Fiscal year 1953 program for, amount of ante . 791, 800 
Fiscal year 1954 program for: 
Amount of oo a cuOuusES A _-.. 791, 800 
In Latin America 
In the Near East ate 
Grange interpretation and support of___- ; _... 589-590, 591, 
Latin America—- ae Sikh 1001 
Projects for, number and amount of___- am 794, 795, 803, 804, 809 
Obligations for, amount of, as of March 31, “1 53. seaniewiinset sia, 6s 
Philippines ite Be ores 783 
Projects of, amount “and number of. dete ialt h cee 926 
Regional training centers, encouragement of, in progra am for______ 795, 805 
Repair and maintenance of machinery furnished under, problem of. 807-808 
Scope of, question - concerning ee thelioteenneel 809 
Separation of, from special economic assistance, explanation OK skigsde'T) | e 
790, 835, 1047 
Training program of, evaluation of____-_- 804-805 
Thailand - - 
Trucks and tractors being furnished by, question of__. 
Type of foreign aid, administration of_....-- 
United Nations program for, evaluation of 
Technical assistance program: 
Afghanistan, statement of facts and justification for___ 1066-1070 
Dependent overseas territories, comparative summary of obligations... 924 
Field personnel of, classification and ratio of__-. 927, 928, 929, 931 
In India_- sane 894-895, 901 
Latin America, compar: ative summary of obligs 924 
Near East and Africa, comparative summary of po pan 923 
General purposes of, discussion of__ 893-908 
In Lebanon a eas 909, 910, 911, 912 
In the Near and Middle East__- GS hada thet <stine tinttilptninarnnin stdin tgpiibessiaeer ey a 
Amount of ia ad : picbendeneustenl 912 
Nature of........ 
In Pakistan c 898-900 
Ratio of supplies to technicians in 
Summary for all regions of, tables on 914, 915 
South and Southeast Asia, comparative summary of. obligations____ 923 
Tractors being furnished under, explanation of 893-896 





INDEX LXXXIII 


Technical assistance program, fiscal year 1954: Page 
Budget for de we nae duis, .. 916-923 
Statement for the record . js sieilck wg 1 LOTFI 

Technical assistance program for Afghanistan, 1954__~-~-- ‘ 1066 

Technical Cooperation Administration : 

Budget submission, 1954, memorandum submitted by Hon. Stanley 
Andrews, Administrator, Technical Cooperation Administration. 916-024 
How fiscal year 1954 funds may be spent for agriculture, statement for 
the record on ties : : ’ 1295 
Technical Cooperation Administration programs, — of 1954 authori- 
zation request for ‘ " ‘ bie te debian -. 1238 
Technical cooperation and special economic aid, summary, all TCA re- 
rions—table___ oo Matas le / iad hidde pte 914 
Technical lee a program, agriculture, ws ‘and fisheries in 
fiscal year 1954—table____-- ell ‘tine 1206 
Technical progress aa development programs, fise: il year - 1954, “amount 
of ih arch acdc ceanienentince ae eet sad d, = _191-192 
Technical progress and development program for Thailand, expl: ’nation 
of _- cones weil bevtubcsare: CUETO Sane 
Tee hniques, TCA, «de finition of_ “ stdin 1263 
Telecommunications, second slice of infras structure progr im ine clusion of, 
for France__-_- n sancsial itll 

Temporary Council ¢ ‘ommittee of N ATO. (See NATO.) 

Tents, preference for, over very old barracks___- bia ‘ 37 

Termination date, discussion of... —_ hie call : .. 300, 1273 

Thailand: 

Act for International Development program in, amount of funds re- 
quested for- PT iad Bite ican ab ae 

Aggression in 

Breakdown of dollar - cost of fise al year 1954 program for 

CRO Br lita nn aaa etna tll el Ste bien denis tank 

Defense expenditures for statement submitted by Mutual Se urity 
Agency.___- pisananebecthieds he ‘ iain 754 

Defense expe nditures of, amount of. abet ta _..... 775, 776, T83—784 

Dollar surplus in__-~~-- pene eninne: wii abisapcadt TUT Com 

Kconomic programs for, statement su! abmitted- by “Mutual Security 
Agency . disdain 3. . T7T-T82 

Fiscal year 1954 aid program for, ‘amount a wntuna pial 146 

Gross national product of, comparison of, with the Philippines. yu, 776 

Integration with southeastern Asian problems, desirability of- 

Military academy of Eaitinteg hadi adhe 

Military program for, explanation of 

Naval strength of___- : 

Program for, nature of__...________--_ 

Recognition of Nationalist C hina by 

Shipments to, status of 

Technical assistance emphasized in program for_-_ 

Technical progress and development program for, explanation of. 


784-788 
Training program in : - 775 
Troops of, in Korea, equipment of. , 775-776 
Vocational education in program for =e 786 
Thailand battalion in Korea 7 
Three-power guaranty against aggression, Egypt subje ct of. i basal 724, 725, 726 
Three Wise Men, colloquial term for Temporary Council Committee of 
NATO es 27 


Time needed for development of military assistance programs_._....__- $23 
Tito. (See also Yugoslavia.) 
Tito, participation of, in Socialist meeting in India - : ane 69 
Tito, visit to England of, results of ; hes 69 
Tonkin Delta, situation in______ we a : sie i 6 
Tourist, liberalization of measures for, by Org: inization for E uropean Kco- 
nomie Cooperation—_ nade ‘ . ; . 45 
Tourist trade, items included in : , i 290 





LXXXIV INDEX 


Tractors: Page 
Farm, obligations for 1295 
Furnished by technical assistance program 807, 893, 894, 895, 896 

Trade. (See also Clearinghouse operations in Europe; East-West trade 

controls ; Embargoes on trade of strategic materials.) 

Trade: 

Balance of, aided by offshore procurement 

Beeps ai. Bei I OOM iii theses ome tno 

Chart of certain countries with the Soviet bloc, explanation of. 

Dollar shortage affected by restrictions on 

Effect of, on foreign-aid program 

Index of volume between Western and Eastern Europe, chart of 

Index of volume, between western and eastern Europe, reference to_. 82, 94 

Liberalization of measures for, by Organization for European Eco- 

nomic Cooperation 

Pattern of, role of United States in__- 

United States policy on, influence on Germany. __---------___---__ 
Trade control program, participants in ; 120, 123 
“Trade not aid”: 

Principle of 

Slogan and not a policy. 

Trade not aid, reference to slogan cl 

Trade of certain countries with Soviet bloc, 19! 51 —52, chart of 

Trade of free world with Soviet bloc, chart of 
Explanation of 
Reference to 

Trade policies, effect of, internationally- 

Trade practices, fair and profitable, expansion of, characteristic of 1 new 

administration 

Trade restrictions (see also Reciprocal Trade Agreements Act; Tariffs, 

protective) : Effect of, on international relations___..._.......--_ 180-181 

Trade restrictions of United States: 

Impact of, on east-west trade 

Lifting of, inducement to stop nations trading with Red bloc 129-130 

TeV OG HO ao ete ined. 

Trade with Soviet bloc: 

Desirability of elimination of- Si cilllle Altncehiccianharanitie 415-416 

Free Saiinn dependence on bi bE 129 
Train, Mr. George, member, negotiating ‘team in Spain, MSA, return of 

to U oh States__ E 

Training, Air Force, in NATO, 1 né ature and extent of 420, 547 

Training: 

Amount of fiscal year 1954 program for__-- 

Amount proposed in fiscal year 1954 Mutual Defense Assistance Pro- 

RE BD ccnminasenn sieroentb debts 

Basic policy underlying programs of 

Flight, saving due to reduced costs of._--_._-._--_---_---------- 

Funds for, payment of interpreters and technical representatives from_ 

Military 

In Sa ewe 
In Korea- 
ROK forces, by United States__......- 

Objectives, scope and status of program for, N. ATO 

Pilot, location of 

Pilot, in NATO, extent and nature of 

Program for: 

Formosa, relationship of, to combat effectiveness of troops 749-751 
704-705, 706 
704-705, 706 


foun and Recwaase 
Thailand 
The Far East, objective of 


Savings in funds appropriated for 
Screening of trainees coming into the United States under 
Unobligated funds for, in Greece, Turkey, and Iran 





INDEX LXXXV 


Page 
Training facilities, proposal by United Kingdom to make available, 
European Defense Community 
Training in Iran, extent and problems of 727-728 
Training in the United States of Greek and Turkish pilots___.___.-_----. 710 
Training installations, percentage of infrastructure program for 547 
Training of NATO forces. (see NATO.) 
Training of forces, more thorough, characteristic of new administration__ 153 
Training of foreign military personnel, responsibility for supervision of.. 321 
Training program part of maintenance program 323 
Transcripts, prompt correction of 
Transfer of funds, to France, Presidential determination requir 
Transmitter. (See Radio set.) 
Transportation Commission, Yugoslay membership in 
Transport vehicles. (See Vehicles.) 
Transshipment. (See Intransit trade; Reexports of strategic materials.) 
Transshipment controls, international cooperation for.___.__..__-_--..----. 123 
Transshipment of strategic materials in Austria__- 89 
Trans-Siberian Railroad, shipments to Communist China via_...._-.--.. 73, 74 
Treasury, Department of, sphere of activities of_—~- sentat 78 
Treasury, Secretary of, financial policy guidance by, to the Mutual Sec ur- 
ity Agency 
Troops. (See Divisions; pore es.) 
Troops. (See Forces, U. 8. Forces.) 
Troops, American, install: tions abroad for, conditions of 
Troops, maintenance of, on a national basis..___..-_- Pai ’ 
Troops, number of, in Formosa, variation in statistics on__..__..._._.. 761-762, 7 
Troops, United States commitment of in Europe, memorandum submitted 
by the State Department pochannie 
Troopships for Russia, conversion of ic ebreaker into, in . Belgium 
Truman, President Harry S.: 
Address to Congress, March 17, 1948, reference to 
Announced visit to committee, March 1948, reference to___----------- 37 
Declaration of cold war by_--~~- te dentin aalihle 24 
Foreign aid requested by, for fise al year 1954, reduc tion in 9,158 
Truman budget 
IE, Bn: csitiniaitteiiattaisininnitinircmeaniaian greats adititnendaememeieonagel aay Ee aa ae 
Comparison of, with administration budget for milits airy assistance. 336-337 
Comparison of, with fiscal year 1954 program proposed, request for__- 214 
Deficit under » 200 
Expenditures according to, amount of 285 
Proposal for technical assistance in, identical with proposal in Eisen- 
hower budget 800 
Reduction in expenditures in, anticipation of___- ohne 299 
Saving in, amount of____~- sanlinieninndiaie masher : le 198 
Truman budgetary request for MSP, compar ison of, Ww ith administration 
request_ a . 242 
Reference to__ sseulilianhaisabe we ceiaban , 57, 285 
U4; cangmity @6..064............ > 237 
Tunis, mention of__- 425 
Turkey (see also Near East and Afric a): 
Accession of, to NATO, affeet of_ 157 
Agricultural program in, results of_...-- 717 
Baltic Pact, nature and status of, between Greece, ‘Yugoslavia and__ 719, 724 
Breakdown of program for ... 704, 709-710, 715- 718 
Clearinghouse status 
Contributions of divisions by, to NATO___- 35 
Cost level of forces of, comparison of, with Western Europe 718 
Defense contribution of____- 
Defense expenditures of, amount of 
Defense pact between Greece, Yugoslavia and effect of, on program_. 706—707 
Eyuipment shipped to, use of 717 
Evaluation team report on__ 717 
ixclusion from third slice of infrastructure program 34 
Fiscal year 1950-54 MSP for, charts on, exhibition of 
Fiscal year 1954 program for machinery and yehicles for_____ 
Government finances of 





LXXXVI 


Turkey—Continued 
Gross national output of, increase in 
Gross national product per capita of, comparison “ot, with the Near 
Hast L aldhoe sb eUSG Lk | 92S 
Inclusion of, in economic statistics on gross national product os 368 
Leniency in supplies to i J 419-420 
Military assistance to, amount of___- ; 719 
Milit: ary position of : : os S Ui. k és 719 
Morale in is od REEL Z 430 
Morale of forces of_ ‘ ee, 4 ? 719 
Opiate manufacture in, re port on . 715-716 
Shipments to: 
In American bottoms, percentage of 3G i Li 709 
Status of, chart exhibited and explained on_ 704, T09 
Size of divisions in, effect on economy __-_-_- Lt ag ht 265 
Training program for_. ee hie ._. 704-705, 706, 709, 710 
Type of aid requested for____--~ sad Loakedtih entbbiltate) Lt wala ake 703 
Two price system, Grange support of , ecu pista b 590 
litimatum on European unification efforts, reference to supposed______- 170 
Inderdeveloped areas, United States policy on, influence on Germany _-_--- 63 
Inderstandings, examples of, resulting from preliminary discussions or 
meetings 513-514 


Inemployment, subsidiz: ition of, example of exp enditure. for whic h value 
not received_- tae Za sensals hid sesebibabeda 275 
Texpended balance, amount of__-_- s 263 
Inexpended balance of military assistance e, amount of, M: ire ch 31, 1953. be 261 
Inexpended balance, use of pS i iii . 263, 265-266 
Tnexpended balances: 
Consideration of, in fiscal year 1954 program __-_- Beda. lew abe 159, 17 
Department of Defense, MDAP_____- > tees Leeuw 1296; 1988; 1227 
Use of, projected for NATO air buildup itty incidence 259 
Unexpended funds: 
Amount of____-—- Lia lois ccd ; 214 
Amount of, March 31, “1953 ‘ 250 
Unexpended funds as of June 30, 1953, for E urope and Far - East, amount 
and intended use of- a mec taianioe 7 neocaacth ~ 1245 
Unexpended funds, March 31, 1952, use of_ mis eee 250-251 
Unexpended funds for aan amount of_ U4 378-379 
Unexpended funds, how MSA intends to use, by June 30, 1953, chart of... 1246 
Unexpended military-assistance funds, use of, plans for_ 259-260, 261, 262, 263, 264 
Unification and integration of Europe. (See European Defense Community 
Treaty.) 
‘nification and integration of Western Burope, dollar gap reduction aided 
by progress in . ak 218 
‘nification of Europe, progress in, . basis for aid 58, 
59, 66, 103, 172, 173, 182, 203, 252 


‘nification of Western Europe: 
French participation in_- : be 108 
Progress in : : sili 102, 103, 108, 111, 145, 274 
United States influence on : santas alibasebabbatie , 164 
niform, wearing of, in Yugoslavia by “milits iry personnel 
Inited Kingdom (see also British; England; Eden, Anthony) : 
Ability of, to furnish aircraft, objective of NATO committee study__-— 
Air Chief of Staff of, assistance in I ic estimates of NATO 
air requirements _ 
Atomic development program ‘of, re “port on expenditures on 
Clearinghouse status of patie core 
Coal and Steel Community, relationship to, 
Contributions by, to Korea 
Control over movement of vessels by 
Defense contribution of, amount of 
Defense expenditures of 
Defense expenditures of : 
Chart and explanation of 
For atom bomb —__- 
Table on ___--- 





INDEX LXXXVII 


United Kingdom—Continued Page 
Defense financing for : 1284 
Exports and imports of 80-81 
Export of agricultural surpluses to (see also Table on Mutual Defense 

financing of surplus agricultural commodities ) ais 23 m 220 
Exports to, fiscal year 1954 provision for financing of 151 
Financial assistance to, reduction of, projected wate 151 
Gold supply of ; _.. 297-298 
Gross national product of, chart and explanation of 46, 47, 45, 49 
Table on 50 
Joint responsibility of, for first slice of infrastructure program 33 
Member of Standing Group of Military Committee of North Atlantic 

Council 
Offshore procurement of jet aircraft from, fiscal year 1954 
Proposals of corcerning association with European Defense 

Community : 4 y 
Relation of defense expenditures to Britain’s atomic development 

program, memorandum submitted by Mutual Security Agency 
Relationship of, to European Defense Community 
Share in second slice of infrastructural program 
Tax burden in oe = . 1§1, 221 
Taxes in, percentage of gross national product 
Three power guaranty against aggression by the United St: ates, France 

and the : : 72 
Tourist allowances ar ilized by 
Trade restrictions by, easing of 


Trade restrictions of, cause of dollar de fic it in Italy . 677-678 

Unilateral contributions of, for construction sd beneficial to 
MAT.» == aii ne seals ots 544-45 

United States negoti: tions, communique on, concerning shipment of 
strategic materials: (See Eden, Hon. Anthony) 83 


United Nations, appeal to, on situation in Far East__ 179 


Basis used by members of, to determine violations of Ge neva Conven- 


tion eee e 17 
Contr ibutions of U nited ‘States to, eee doc ‘ 836 
Refugees assisted by, in the Near East 826-827 
Technical assistance program of, amount of funds requested for, fiscal 

Soir Tee | ee tte ete Bs ee 791, 800 
Technical assistance progt ‘am of, evaluation of 798-799 
United States share in expenses of 98, 224 

United Nations Forces in Korea, equipment of, appropr iation of funds for 3 
United Nations International Children’s Emergency Fund, governmental 
contribution by years in United States dollar equivalents, table 1174 
Fund, excerpts of newspapers on : t 640-654 
Fiscal year 1954 program funds for- ; " Seen ree 152 
Governmental contributions by years : 1174 
Organizations favoring support of, list of 600-601 
Private contributions to ee eae ; 1183 
Program of___-- : 1168 
Shift in aid, to long” range > projec ts—chart oh 1177 
Shift in area assistance—chart nnd 1177 
Statement favoring support of, by the General Federation of Womens’ 

Clubs - . 891 
Statements for the record in beh uf of =o ; . 660. 661, 662 
Soviet satellite participation in : , , 603 
Testimony on behalf of, by Mr. George J. Hecht, chairman, American 

Parents Committee; publisher, Parents’ Magazine, May 25, 195% 603-605 
Testimony on behalf of, by Miss Flemmie Kittrell, of the Women’s 

International League for Peace and Freedom, May 25, 1953 593-595 
Testimony on behalf of, by Mrs. Edith Fisher for Mrs. Clifford N. 

Henkins, legislation chairman, National Congress of Parents and 

Teachers__-_- Sees ee ones eit ie arectees edi ; Lt. 625 
Testimony on behalf of, by Mrs. David G. Smith, Midwest Regional 

Director, United States Committee for UNICEF___ , _ 688-640 
Testimony on behalf of, by Mrs. Margaret F. Stone, chairman, Citi- 

zens’ Committee for UNICEF, May 25, 1953___- ; ____. 600-6038 
United States contribution to, report on. a : : 225-226 





LXXXVII 


United Nations Korean Reconstruction Agency 
UNKRA (see also United Nations Korean Reconstruction Agency ) 
Amount of contribution te 
Current status of program 
Fiscal year 1954 contribution to, amount of 
Fiscal year 1954 program funds for___~- 
Responsibilities of, in Republic of Korea__ 
United States contribution to, report on 
United States share of budget of ___-_-__-- 
United Nations Relief and Works Agency for Palestine Refugees in the 
Near East (UNRWA), funds requested for, amount of and justification 
for Ais i sl : .--. 812, 814, 815 
UNWRA 
Amount of fiscal year 1954 program provision for___._____-__-_-__- 15 
Authorization but not appropriation requested for, reason for___- 1032, ae 
Carryover for, amount of ai ; restieeeeséii| MOoe 
Contribution to: 
Fiscal year 1954, eearRnAES of ‘ ‘ 201 
Percentages of i atislieed ._..._.. 1032, 1033, 1034, 1035-1036 
Fiscal year 1954 program, source of funds for_ i tcaiichon epi plata 192 
Operation of beep touvnnan a sated aes 
Statement of Hon. Walter Bedell ‘Smith, Acting Secretary of State, 


Status of funds of ‘ ilies 
United Nations Technical Assistance (UNTA), fisc al year 1954 program 
funds for__-_ wibe aii tian tia iathe 
United Nations Tec hnic al Assist: ince Fund, U nited States share of budget 
Os Se es henasiieailon 
United Nations Tec hnic al Assistance P rogram, United States contribution 
to, report on_-_ “ 
United States (see also Americ an): 
Air Chief of Staff of, assistance in developing estimates of NATO air 
requirements — ~~ idessane 
Airplanes obtained by, multination: al production 06 0: 98 
Associate member of Organization for European Economic Coopera- 

OS ee aren ; 43 
Commitments in. Asia__ ota 14 
Contributions of, to U. N., form of 836 
Controls by, over shipments of strategic materials__....__...----___. 75 
Coordination of activities abroad of, recommendation for, by Hon. 

James G. Fulton : ‘ os 104 
Defense expenditures of, chart and explanation of 46, 47, 48, 49 

Tae: 62... 
Division of: 
Comparison with division of allies 
In Korea, number of_- ‘ 
East-West trade controls by__------ 
Economic relationship to the world, 195% 2, chart of 
Nquipment cost for unit of, compared to Korean unit 
Exports and imports of 
Gold supply of 
Gross national product of, chart and explans ition of 
Table on eas 
Infrastructure share of 
Jet aircraft procured by, offshore 
Leadership of, necessity for 
Medical services furnished by, in Kore: ilies 4 
Member of NATO 43 
Member of Standing Group of Military > Committee of North Atlantic 

I a ha cgeetsiarcnieenihlpikdbieigieh bay 25 
Military installations of, in Middle East 721 
NATO regional planning group for_._-----~-~- eee Dlopschechsstnihaityiiemsidiial 27 
NATO strength relationship to 144 
Not a member of European Payments Union_ 48 
Position of, on Organization for European Economic Cooperation 46 





INDEX LXXXIrx 


United States—Continued Page 
Representative of, to Council of Permanent Representatives of NATO 
(see Special Representative in Europe) 
To Military Committee of the North Atlantic Council, name of__--~ 25 
Role of, in NATO__------ ital os whhdetehes 249 
Share of, in budgets of multil: aters al programs_- j —226 
SUEMCUEION, TOP 2h an os a ks did 225 
Report of. ...<.~.... 8 nn . . 225-226 
Tax burden in____- 4 are bo dke eRe i 151, 222 
Three-power guaranty against aggression by the United Kingdom, 
France, and... _--~- Swdiabichanendl ihe ._ 724, 725, 726 
Unilateral contributions of, for construction directly beneficial to 
— on mae iias iste WG ee eS 
United States Army: 
Integration of Koreans into squads of-- ALES . 4 
Responsibilities in South Korea 17, 18 
United States Committee for United Nations Children’s Emergency Fund, 
statement for the record by___---~-~- , ! L 638, 660-661 
United States, contributions to multilateral technical assistance pro- 
grams__.. Si i J bee . 1130, 1131 
United States corpor: itions, “question concerning misuse of position in 
South Korea by indsustearepasttsdibie dca aeied 
United States Forces: 
Commitments to keep, in Western Europe, question concerning__ 
United States Forces: 
45th Division in Korea, reference to 
In Korea, equipment of, porcurement of 
Mission of, in Europe___-—-- ail ile 
2d Division in Korea, reference to_- an ane 
United States foreign policy, package nature of__- aed praeawery yp 
United States-French negotiations, concerning shipment of strategic 
materials____- jannnuianinen nee edaebha 84 
United States-Greek negotiations, conce erning shipment of “strategic 
mR COPIA ee heb J ee a 
USIA enterprises in Europe, problem in Austri: haa 
USCINCEUR. (See Europe, Commander in Chief of the U nited | States 
Forces in. ) 
United States personnel, use of, in Korea____.-_._____-_--_~~- 
United States policy : 
Coordination of, on NATO matters nae 
Countermoves to Soviet pressures, advisability ME i Sail 227 
In China, Nationalist : 747-748, 752-753 
In Europe 
On French-Indochinese situation, 
On trade, effect of, international 
United States policies: 
On control of trade with Soviet bloc and Communist China__ 
Physical audit of results of, necessary___- 
United States representatives to NATO 
United States soldier, cost of maintenance of__ 
United States special representative in Europe for the administration of 
mutual security and assistance matters, name of ‘ 
United States trade embargo against Communist China and Nort h Kor ea. 
United States troops into China, question of sending 
United States-United Kingdom negotiations, communique on, concerning 
shipment of strategic materials (see also Eden, Hon. Anthony) 
U. & &R.s 
Conclusion reached that, would not cooperate with free world_. 24 
Sontrol of assets in Austria by 88 
Tito’s break with, questioned 69 
United States trade-control program participant..__.._....___._.______ 120, 122, 123 
UNKRA. (See United Nations Korean Rehabilitation Agency. ) 
Unobligated balance: 
Amount of 
March 31, 1953, amount of___- 
Deduction of, from authorization requested___._.___.__.__-__-_-_-_-_- 
260-261 ,262, 264- 266 202, 295- 





INDEX 


Unobligated balance for economic assistance March 31, 1953 
Unobligated balance of military assistance funds, amount of 
Unobligated balances: 
Department of the Air Force, MDAP, fiscal years 1950-53, estimated 
June 30, 1953, table— 
Department of the Army, MDAP, § analysis of, fise al years 1950-53, 
| a 
Department of the Navy, 
Unobligated funds: 
Amount of, March 31, 
Amount of, unknown 
Cancellation of, possibility of--.._._—- Sia 306 
Military and economic, amount of_ : ~ 264 
Program for use of, justification for retention of 266 
Unobligated military assistance funds: 
Amount of- whdtenak’, 255, 256-257, 261, 262, 263, 271 
Difficulty of dete rmining__- : ee ee 
Uruguay, bilateral agreement with. el at te 847-848, 850-851 
Utilities cost borne by host nation for infrastruc ture, ‘estimate of 548 
Utilities, cost of, excluded from infrastructure program. 33, 118, 521, 535 
Utilization of MSA funds for country aid, chart 
Vandenberg, Senator Arthur H., (Michigan) : 
Influence of, on military- -aid program __-__- i ; 38 
Joint author of first military-assistance bill_ ‘ , 165 
Views of, on creation of arms plants abroad 5 7, 508, 509 
Vandenberg resolution : 
Citation of, as foundation of NATO objectives__-_ 24 
Reference to 38 


Van Fleet, Gen. James A., former commander of E ighth “Army: 
Alleged statement of, concerning United States training program in 
ROK ke 
Reference to statements concerning » infl: ition. in Korea 
Suggestion of, concerning augmentation of Korean forces__ 


Vehicles (see also Cars): 
Combat, European capacity to produce ‘ 7 
Combat, expenditures for, by Western Europe_- See aa i 
Combat, production in Japan, lack of ‘ 1s 
European capacity to produce a a secniinaiateell sa sad, 477, 478 
Transport, expenditures for, by Western Europe sua) 355 
Vessels. (See Antisubmarine-type ships; Ships.) 
Chartering of, control of sel 125, 126 
Control of movement of._- 87 
Control of: 
By Costa Rica san 76 
By Honduras_-_-_- ie stile ; 76 
$y Panama and pane ale. baa 76 
By United Kingdom 76 , 82 
Control of, under foreign assets control ree 76 
Czechoslovakian, blockade against, by Nationalist ¢ ‘hina an 131 
Inclusion of, in program for Formosa 
Mutual Defense Assistance Program for mode rnization of, fiscal yea 
1954 siete did na jib bcaihdien sh 345 
Nationalist ¢ ‘hina , humber and source of___- be = ; 132 
Vessels for NATO. (See NATO, naval program for.) 
Vessels: 
Number and ownership of, carrying cargoes to Communist China___ 74 
Polish, blockade against, by Nationalist China Diesbics aie 13 
Restrictions on movement of, by United States___- bad uacaiadl el 120 
Tranever of, to Nationalist Oiine ..  cisanedimin nil sinensis 749 
Types included in 422 
Veto, Presidential right to exercise, on 1 individu: al ite ms, proposal for. ...\1 12BA 
Vienna, key point for transportation of materials to Soviet bloc___—- 88 
Vietminh, infiltration by- e 242 
Vietminh forces, training and equipme nt of, by Communist ( ‘hina 176 





INDEX 


Vietnam: 
Colonial status of 
Direct assistance to__ : 
Forces of, advisability of training 
Infiltration of Di ald teas . 
Military strength of, reference to rate of development of 
Officers of, studying training methods in Korea 
South, situation in 
Supportist status of ; 
Troops of, lack of training of_- 
Village development in Indochina, success of 
Viadivostock, tonnage through, to Communist China, request for > 
Voluntary contributions (see also ocean freight) _ 1165, 1166, 1 
Voting rights, subject of European Defense Community Treaty protocol 
Walters amendment on migratory labor, reference to 
War: 
Conversion of industry in___ ; cousin 293 
European people’s awareness of threat of___ : sch i 412 
Existence of_ iawn a Ps) wis pile: 134 
Preventioe: Of:....0- een ‘ ' Se eel ae wal 276 
Objective of : P 5 Pe Ie 182 
PORN OE cist oi 229, 231 “248 249, 390-391, 407, 412 
War materials: 
Expansion of production of- heii : 247 
Lack of stockpiling of_ s , seiadakcdgie adie Rae ‘ .. 245-246 
Warning, period of, in NATO . 390, 432 
Warren, George L., special assistant to the Assistant Secrets iry for U nited 
Nations Affairs for Refugee Matters, statement of vin ialiaitaainbiiSiicelnc:” } a 
Warren, Hon. Lindsay C., letter from, to Secretary of Defense, on obliga- 
tions of funds- cecil i 1199, 1200 
Watchdog committees, Sen: ite and House, re ferenc e to te stimony before, on 
weighted bids el sites oan 275 
Water. dispute over _ between India and. P akist: in ms =...-... 208-204 
Ways and Means C ommittee, responsibility of, to raise money f - : 286 
Ways and Means, Committee on, testimony of Secretary of Treasury before. 292 
Weapons: 
Accelerated planning for use of, characteristic of new administration 153 
For Japan, fiscal year 1954, MSP funds proposed for__- sii 146 
New, effect of, on defensive strength of NATO___-_____ = 3—394 
New and modern: 
Effect of on western European defense plans gabe 99 
Effect of use of in Western Europe _____- . 107 
Weapons planning, special, new provision in fiscal yes ar 1954 program for 151, 152 
Weapons: 
Provision for, in fiscal year 1954 program__- aw eee 345 
Semiautomatic, offshore procurement of____- : ital ia : . 151 
Special: 
Anticipatory nature of provision for dade Sea 431 
Explanation of use of funds requested for_- hein en 223 
Program for, fiscal year 1954, amount of , _. 191-192, 193-194 
Nature of r pitied Mead Lisciildiabdk aes 220 
Production and use of 
SHAPE study of 
Testimony on_— _- 
Western defense planning, philosophy under lyi ing. 
Western Kurope, cost level of forces of, comparison of, with Greece e , and 
Turkey_- eal 
Western Union: 
Formation of . 
Responsibility of, for first slice of infrastructure program 
White man’s club in Asia, deterrent to cause in Asia_ 
Wilson, Hon. Charles E., Secretary of Defense : 
Letter of, relative to NATO infrastructure program 
Statement of 
United States de legate to North Atlantic Council meeting April 1953 


772, 773, 





INDEX 


Page 
United States representative to North Atlantic Treaty Organization 25 
Withdrawal of forces. (See Forces, withdrawal of.) 
Witnesses, questioning of, reversal of procedure for 231 
Wolcott, Hon. Jesse P., a Representative in Congress from the State of 
Michigan, budgetary suggestion of__._..___------- 308 
Wolfram, bidding for, in Spain____-- 133 
Women's Inte srnational League for Peace and KE ree edom, views of__-_ 593 
Wood, Hon. C. Tyler, Deputy to the Director for Mutual Security : 
Statement of ¥ Zulia Se Se. 
355, 381, 487, 491, 559, 665, 673, 678, 729, 811, 1062, 1133, 1185, 1241 
Statement for the record on communications to countries of executive 
branch intentions to ask authority from Congress to furnish as- 
sistance fg th 1283 
Working capital, analysis of MDAP__-_- isi ‘ abisbé 1287 
Worksheet, promotion of use of. : sai ti » 359 
Yalu, advocation of policy to push ¢ communists B82 20 
Yarmuk River. (See Jordan, use of waters of. 
Young, Hon. Kenneth T., Director, Office of a Eastern Affairs, Depart- 
ment of State, statement of__- slates " 1049 
Yugoslavia (see also Tito, Broz) 
Accession of, into NATO, advisability of _.__.__-_- wikdiidds 542 
Aid to, type of__-- ; sacceaecalis _...-.. 359, 362 
Allianees of, history of : sives pact Lalisio ae 428 
Analogy of situation in, to Russia - 
Baltic pact, nature and status of, between Greece, ‘Turkey and_ _ 719, 724 
Break with Union of Soviet Socialist Republics, questioned. Jt 69 
Chief of Staff of Army of, visit to United States__ 365 
Commodity assistance to__.-_- sb eal ies 
Communism in, statement and disc ussion conc erning by Mr. William 
Harris Smyth, businessman of New York_ Biss __..... 971-989 
Comparison of relative urgency for aircraft of Indoc hina and___. 765 
Defection of, possibility of met .is Jt. . 864-365, 366 
Defense expe sane Obi 371 
Defense pact between Greece, Turkey and, effect of, on program____ 706—707 
Defense support for, fiscal year 1954_~ wild . 219 
Defense support to, extent of a, ‘ 359 
Defense support provision for hd j 683 
Drought in_ él r 360 
Exclusion of, from mutual-defen nse assistance program _.. 345, 346, 349 
Inclusion of, in NATO defense mission__- 432 
Integration of program for, with NATO, desi ility 707-708 
Jet planes for 
Jet planes in, control of use of ____- 
Member in Transportation Commission 
Military Assistance Advisory Group in 
Military and economic factors in 
Military contribution of, evaluation of____- 
Military and economic factors in, statement for the record on 
Offshore procurement contracts in, amount of__.___----~_- SUL BiLne 
Possibility of membership in European organizations of 
Repatriation of kidnaped Greek children 
Security position of, due to disposition of satellite troops 
Study of assistance program in, not made by evaluation teams 
Training in__- 
Zablocki, Hon. Clement J., a Representative in Congress from the State 
of Wisconsin, request by, for administration evaluation report of situa- 
tion in China__-___ 
Zine production_- 
Zistersdorf oil fields: 
Control of, by Soviets- 
Export from___- 





